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s on Paper 


AN increase In price of steel seems iriiminent. The Confederation of Engineering ; 

Industry (CEI) has just released the results of a study on the cost of production of'. 
steel. The study Stresses the increases in the prices of primary inputs such as coking 
coal, iron ore, limestone, dolomite, ferro-alloys, fuel oil, consumable stores, etc. It 
has been pointed out that, for instance, the price of coal has gone up by ISO per cent 
since 1980-81, iron ore by 95 per cent, ferro-manganese by 110 per cent and the 
power tariff b> 140 per cent. The share of raw materials in the cost of production of 
steel has risen from 32.8 per cent in 1980-81 to 36.1 per cent in 1985-86. The price of 
steel has been raised ten times since June 1980. 

The CEI study identifies taxes and levies and revision of administered prices as the 
major reasons for the increases in prices of the basic inputs of the steel industry. This 
is pointed to as a failure of the government’s policy on administered prices, for .since 
steel is a basic commodity that goes into the production of a wide range of industrial 
products, the impact of a rise in the cost of steel on industrial costs and on the rate of 
inflation cannot but be considerable. To drive home the point perhaps, the CEI study, 
departing from the refrain about public sector inefficiency, even concedes that the 
operational performance of the integrated steel plants has in fact shown improvements 
in recent years in respect of capacity utilisation, energy conservation and labour pro¬ 
ductivity. The implication is that despite relatively effitnem operational practices, the 
cost of production of steel has increased becau.se of the rise in input costs. 

This is, however, essentially an accountant’s view of costs of production whidi . 
ignores the technological factors that affect the efficiency of production. For- ■ 
instance, for the blast furnace units in all the steel plants there is a wide diveigence 
between the detailed project report (DPR) norm of output per cubic metre of blast 
furnace capacity and the actual output. The DPR norm assumes a particular value 
of ash content of coal and a certain percentage of sinter feed. But the quality of 
coking coal has deteriorated over the years and the percentage of sinter feed is 
much lower than the DPR norm due to unsatisfactory operation of the sinter plants. 
Improving the input feed to the steel plants should thus be given a high priority 
in investment planning. 

Consumption of coking coal per tonne of ingot steel is very high in all the 
integrated steel plants. It is as much as 2.2 tonnes for Indian Iron and Steel Company 
(IISCO) due to obsolete technology and a badly run-down plant. Even for the othd 
Steel plants it varies between l.i tonnes and 1.7 tonnes for much the same reasons: . 
inadequate maintenance, run-down equipment, thermal shocks to the coke ovens 
and a languishing work ethic. Even the lowest figure is inordinately high. This is 
the social cost that the economy has to bear for the continuance of obsolete 
technology and non-rcplaccnienl of plant and equipment in time. 

Energy consumption is another area where the steel plants have been negligent. 
Consumption of energy per tonne of s^eel is 9-16 G calories in India whereas in the 
industrialised countries it is 6-7 G calories. The integrated .steel plants should general¬ 
ly be self-sufficient in tlieir heat requirements by making use of coke oven and 
blast furnace gas. Instead, all our steel plants require naphtha, tar and furnace oil 
which significantly raises costs. The main reason for high energy consumption is 
inefficient operational pracfices. Even Ihta Iron and Steel Company (TISCO), said 
to be the most efficient in operation among the steel plants, leaves much to be desired 
in the use of energy. The answer again is better operational practices, urgent moder¬ 
nisation and technological upgradation. Indian Iron and Durgapur are perhaps the 
worst off whereas in fact if these plants could attain a satisfactory level of opera¬ 
tional efficiency the cost of production of steel produced by them could be the 
lowest in the country. Unfortunately, both plants have suffered from long neglect 
and lack of maintenance and rehabilitation. A general downrating of all capacities 
has taken place. 

The corporate planning and R and D departments of the Steel Authority of India 
(SAIL) have recently prepared a technology plan. However, without adequate 
budgetary support the modernisation plans prepared by SAIL and Metallurgical 
and Engineering Consultants (MECON) cannot be implemented and will only 
gather dust in filing cabinets. There have been moves to attract finance from the 
World Bank and the Japanese government. Financial and technical collaboration 
with Nippon Kokan of Japan is said to be under consideration for IISCO. But 
foreign collaboration on the scale envisaged would mean that SAIL’s R and D and 
plant engineers and the design engineers of MECON and Dasturco would fed 
sidelined, though they are perfecily capable of undertaking the complex tasks of 
modernisation of our steel industry. The government’s reluctance to accord high 
enough priority to SAIL’s modernisation programme and lu nce to give it the 
necessary budgetary support would mean leaving an important basic industry like 
steel to the play of market forces which the country can ill afford to do. 
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Environment 

f'bdng Liability 

THE Supreme Court judgment in the 
Shriram case is undoubtedly a trend-setter 
in the area of human rights jurisprudence. 
Not only has it made the notion-of strict 
iiabitily applicable under Indian law, but it 
has estcndcd the concept of injury-based 
compensation so as to benefit the victim and 
in so doing has established the vitality of the 
Indian legal system to accommodate the 
“changing needs of a fast changing society 
and keep itself abreast with the economic 
developments taking place in the country". 
While this will undoubtedly prove a deter¬ 
rent to the neglect of issues of industrial 
safety it is ironic that access to the legal 
recourse has itself been curtailed to the 
ordinary citizen in the Environment Act. 

It may be recalled that in December last 
an Oleum leak from the Shriram Foods and 
Fertilisers unit in Delhi had affected a large 
population around the area resulting in one 
immediate death. The court had with 
remarkable promptness set up a committee 
of investigation and had directed the Delhi 
Metropditan Court to receive claims from 
the victims. Subsequently in February, 
responding to a pica for reopening the plant, 
it had somewhat reluctantly allowed the 
restarting of operations on condition that 
the company furnished a guarantee of Rs IS 
lakh against the danger of chlorine leak in 
the following three years. More significantly 
it had stipulated that the owners of the plant, 
Delhi Cloth Mills, accept full and direct 
responsibility in case of any future accidents, 
thus establishing the line of responsibility 
between the corporate owners and the 
industrial units. Coming as it did at a 
time when there were grave doubts being 
apressed about the Indian legal system’s ‘in¬ 
stitutional inadequacies’ and its inability to 
respond quickly, the interim judgment had 
set the tone for these later developments. In 
fact the judges had made a pointed reference 
to the "impres-sion in the public mind" that 
Indian courts "could not speedily deal with 
compensation cases”. 

Clearly, the constitution bench which has 
delivered the current judgment is fully aware 
of the wider historical and socio-political 
implications of the case: “We cannot allow 
our judicial thinking to be constricted by 
reference to the law as it prevails in England 
or in any foreign country". In keeping with 
this spirit the bench has held that industries 
engaged in operations which are inherently 
dangerous/hazardous to the victims will not 
be subject to any of the exceptions which 
operate under the rule in the Rylands and 
Fletcher c^sc-jUntil now the concept of 
liability without the n Hid to prove negligence 
was available in Indian courts under the 1866 
Rylands and Fletcher case in England which 


prevented the victim from receiving compen¬ 
sation under certain conditions such as "an 
intervening act by a stranger or an irresisti¬ 
ble force or an act of god”. The judgment 
has also held that the amount of compen¬ 
sation wilt not be determined by the nature 
of the injury or the nerds of the victim but 
by the size of the enterprise: “the larger and 
more prosperous the enterprise the greater 
must be the amount of compensation 
payable to the victim". The court has also 
opined that the very fact that a hazardous 
industrial activity is allowed to operate for 
profit presumes that the industry will have 
made provision to absorb the cost of any 
accident it may cause. 

Automobile Industry 


Paper Conditions? 


FISCAL concessions, such as reduced rates 
of excise duty and concessional customs 
duty on the import of components, have 
been restored to the automobile industry 
after some deliberation on the part of the 
government. But this time certain conditions 
have been imposed, namely, that these 
vehicles should be fuel efficient (this condi¬ 
tion existed earlier too) and that they should 
meet the expected degree of indigenisation 
laid down under a phased manufacturing 
programme. 

The development of the automobile in¬ 
dustry can form a typical case study of the 
pattern of industrial development under the 
new economic policy. This pattern typically 
includes (1) giving preference to the produc¬ 
tion of consumer durables used by the rich, 
(2) allowing free rein to large firms in 
oligopolistic market structures, (3) socially 
regressive reduction of direct taxes to 
increase disposable incomes in the hands of 
the rich in order to enhance market size, 

(4) reduction of indirect taxes in order to 
increase the profit rates of the oligopolies, 

(5) easy access to foreign technology, 

(6) exports at all cost.s, and (7) jettisoning 
protection of domestic industry by liberalisa¬ 
tion of imports. 

The Japanese have the lion’s share in joint 
ventures set up in recent years and as 
licensers of automotive technology. Twelve 
Japanese manufacturers of automotive 
vehicles are active in India. European auto 
manufacturers seem to have lost the race but 
they are still making concerted efforts to 
make inroads into the highly lucrative Indian 
market. Not to be left behind, the Soviets 
have staked their claim, planning a joint 
venture with 30 per cent equity participation 
and offering cheap credit and their latest 
technology for ‘manufacture’ (assembly) of 
their Lada-Samara and Lada-Niva jeep. 

Agreements for the import of technology 
in the automobile industry contain a number 
of restrictive clauses that prevent assimila¬ 


tion, inhibit adaptation, increase social costs 
and make iu impossible to pull up the 
techtK^ogy supplier for any lapse on its part. 
Export restrictions abound and there are 
clauses that oblige the technology recipient 
to purchase not only capital goods but also 
intermediate inputs like components from 
the technology supplier or Firms designated 
by it. 

During the first four to five years CKD/ 
SKD kits are imported and assembled at the 
Indian plant. Foreign specialists assigned to 
the Indian licensee deliberately restrict the 
indigenisation process by impo.sing quality 
considerations far beyond what is considered 
necessary. One instance of this is the use of 
Indian steel. Maruti Udyog has avoided 
committing itself to the use of Indian deep 
drawn steel. One of the reasons is pressure 
from its foreign collaborators who naturally 
want a ready market for Japanese steel. 

Maruti Udyog’s indigenisation during the 
first two years was merely 18 and 27 per cent, 
respectively, as against the targets of 31 and 
42 per cent that had been set in agreement 
with Suzuki, its collaborator. By the end of 
the present financial year, indigenisation is 
supposed to reach 42 per cent against a 
revised target of 47 per cent. Meanwhile, as 
production has picked up, the foreign 
exchange outflow on the import of com¬ 
ponents has increased to S 85 million in 
1985-86 and is expected to further lise to 
$ 141 million in 1986-87. The sharp rise in 
the value of the yen has not pressurised 
Maruti or the other firms with Japanese col¬ 
laborators to indigenise faster, although 
greater reliance on imports has increased 
their cost of production. 

The automobile industry has large back¬ 
ward linkages and collaboration in auto pro¬ 
duction is gradually leading to collaboration 
in a host of other industries. Japanese col¬ 
laboration in the auto industry has further 
led to Japanese collaboration in auto- 
ancillaries. Maruti has itself promoted a few 
ancillaries with Japanese collaboration. This 
means that the degree of indigenisation 
claimed by Maruti is exaggerated since the 
import content of the ancillaries is not 
accounted for. The government is gradually 
waking up to the balance of payments impli¬ 
cations of this pattern of development. It has 
thus imposed the condition that if the in¬ 
digenisation norms are not met, the duty 
concessions will be withdrawn. It is doubtful 
if the government wilt actually withdraw the 
fiscal concessions given to Maruti as it has 
failed to adhere to its indigenisation 
programme. 

Tripura 


Towards 'Counter-Insurgency' 


IN the last year the operations of the Tribal 
National Volunteers (TNV) in Tripura has 
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claimed 108 lives, half of these in the last 
three months of the year—in more than 25 
raids. The larft Frtmt government has little 
choice now but to accept the centre’s pro¬ 
posal to extend the Disturbed Areas Act and 
the deployment of the army despite all the 
genuine misgivings about the consequences 
of the move 

Clearly, the activities of the TNV, parti¬ 
cularly its attack on non-tribals, are on an 
escalating plane with little hope of a return 
to the situation before November 1982 when 
the group was formally revived under the 
leadership of Bijoy Hrangkhawl with the 
objective ol establishing a ‘Free Tripura', 
With the Mi/o accord and the subsequent 
withdrawal of Mi/o supprtrt to the TNV the 
latter had cither to fold up or create a situa¬ 
tion which would futcc the government to 
take notice. Given the situation within the 
TNV—Hrangkhawl has only recently been 
.able to come to some understanding w ith the 
haidliners led by Kaitik Koloi wh(> have 
advocated proiiaeted guerilla wailuie with 
foreign suppoi t - and the tcporicd ptessme 
from Ikingladcsh to lusiiis the need foi a 
base in the Chittagong Hill liacis, the lattei 
course was in fact the only option available. 

I he tact that most of the selective attacks 
on non iribals have beei'i in the Autonomous 
District Council (ADC) area has been inter- 
lucted by observeis as an indication that the 
I NV’s objective is to picssurise the non- 
ti'ib.ils into leaving the area. This would 
siippoit the gioup's demand for upgrading 
the ADC to the status ot a union leriitory. 

I Irangkhawl has also made known his con¬ 
ditions for negotiations with the centre - 
that the invitation should come from the 
centie and this tact should be publicly 
announced: the venue of such talks should 
be Shillong: and the state government should 
have, at best, ‘observer’ status. The centre 
has shown no inclination to hold direct talks 
and h.is continued to persuade chief minister 
Ni iju’ii Chakravarty to extend the Disturbed 
.\rea.s .Act, deploy the army and ban Ihe 
INV. In the meanwhile, however, the TNV 
h.is issued ‘tax notices’ in several villages and 
while this itself is nothing new, observers 
jroint out that the rates fixed arc much 
higher ihaii beloie. I his possibly means that 
ihc 1NV is jirepaiing to buy arms on a large 
stale in preparation tor an inicnsification of 
Its opcraiions. 

So tar the slate government has iciecled 
the centre’s suggestions and has aigucd that 
declaring the I NV unlawful would seise no 
purpose. On Ihe other hand, in a situation 
where the TNV is determinedly trying to 
create distrust between the tribals and non 
iribals, the CPl(M)’s tribal base, particularly 
among the younger sections, is weaker than 
in ihe past, even though the recent success 
of the CPI(M) in the by-elections to the 
panchayats may give a contrary imprcs.sion. 
Ail this makes the law-and-order task of the 
government a little sticky. Already the 


opposition Tripuia Upajati Juba Samiti has 
been accu.sing the chief minister of making 
excessive and indiscriminate use of the police 
in a ‘partisan manner’ against the iiibals. 
Late la.st week, ai a top-icvel sa'uritv meeting 
attended by the ciiief-s of the Tripura State 
Rifles, the BSF, As.sam Rifles and the CRPF, 
a counter-action plan has been approved, the 
centre is reported to have a.ssured “all pos¬ 
sible assistance” and the state government 
has declared rewards for Ihe capture of 18 
prominent TNV guerillas dead or alive 
including Hrangkhawl and Karlik Koloi. 
The state governiiieni has now been persuad¬ 
ed to identify more areas to be dcclaicd 
‘distuibed’. The centre has, tiowever, conced¬ 
ed the chief minister’s demand tor ihe 
deployment of Assam Rifles, which alone 
he contends has been specially trained for 
’counier-insurgency’ operation in the 
north east. 

Electrical Equipment 


Pn’fon'HOf for Imports, 


AT last the giwci nment seems to be waking 
lip to Ihe prospect of subsiamial under¬ 
utilisation ot capacity in the heavy electricals 
industry, paiiicularly in Bharat Heavy Elec¬ 
tricals (BHEL). UHEl. does not have a 
satisfactory order hook position towards the 
end of the Seventh Plan period. According 
to newspaper reports, based on firm orders 
received, capacity utilisation in BHEL is 
expected to be 41 per cent for thermal sets 
and 39 per cent for hydro sets in the last year 
of the current plan. 

Considering that the gap between supply 
of and demand for power at the end of the 
Seventh Plan would be 10,000 .MW, there 
should be no dearth of ordets for BHEL. 
The main constraint is, however, the shortage 
of domestic financial resources due to the 
government’s unwillingness to mobilise the 
required sums through taxation. Instead, the 
government has resorted to three other alter¬ 
natives: (1) inviting the private sector into 
power generation, (2) seeking bilateral 
assistance from some countries (USSR, 
Canada. UK), and (.3) inviiing global tcndeis 
with W'orld B.iiik loans, 

Power eriuipment maniifacii rers the 
world ov'ci are facing a severe recession. .As 
againsi world capacity estimated at 1,20,(XX) 
.MW per annum, demand is of the order of 
only 35,000 MW. International oligopolists 
are thus keen to secure orders in this limited 
market, fhe Indian government has received 
offers of credit of uplo $ 3 billion from thi 
governments of the industrialised countries 
foi the import of power equipment. The 
Soviet Union is also keen on being asscKiatcd 
with India’s power generation programme in 
a bigger way. At present the Soviets are sup¬ 
plying power equipment to the Vindhyachal 
aiid Kahalgaon super thermal power projects 


and a large hydel project in UP. They are in 
the reckoning for the Bakreswar thermal 
power project in W;.st Bengal in co-operation 
with Birla Technical Services. The Soviets 
may supply approximately Rs 340 crore of 
power equipment to this project. The union 
government has gone to the extent of ask¬ 
ing the Soviets to raise their credit for the 
project from 50 per cent to 70 per cent in 
order to cover a part ot the local costs. 

BHEL has been quoting in the global 
tenders invited for projects linanced by the 
Wo’’ld Bank It has ii.anagcd to bag the 
coiitiaci for the supjjly of two .5(X) MW sets 
to the Farraka power project against global 
tenders. Tiii.s is evidence of BHEL’s inter¬ 
national competitiveness, however limited. 
The government has been bypassing 
domestic capabilities while granting 
approvals for the import of captive power 
plant equipment. It has been found that even 
users in the public sector have opted for 
imports instead of indigenous equipment for 
tlieii captive power plants. In some cases 
foreign power equipment manufacturers 
have virtually resorted to ‘dumping’. 

It thus seems evident that under¬ 
utilisation of 'Capacity at BHEL is due to 
mdisciiininyic imports allowed by the 
govermtieni against hard currency and 
louble loans Despite its protestations, the 
government has not committed itself in 
praetitc to protecting the domestic capital 
goods vector from unfair international 
competition. 

Punjab 


A Lead \('drth Following 


A Correspondent writes: 

ONE need not be a supporter of Sharad 
Joshi's overall political ot economic thrusts 
or even he in full agreement with the specific 
proposal that he announced at a press con¬ 
ference at Chandigarh on January 5 to 
admire the spirit behind the proposal. He 
announced that nearly one lakh women 
from different parts ot the country, e.xclud- 
ing Punjab, will launch in March an in¬ 
definite gherao ol the prune minister’s house 
in the capital to protest against the govern¬ 
ment’s iimction in isunishing those icspon- 
.siblc foi the atiociiies on women during the 
November riots in Delhi in 1984 which may 
very rightly be describeu as the worst 
carnage since indepcndc-ncc. it is high time 
that other politicians, that is, particularly 
those claiming to belong to the secular and 
demucraiie strands, echoed such sentiments, 
and not mcrciv on grounds of some abstract 
principles. Such full-throated dedaiations of 
solidarity ,mU identification w ith at least the 
female victims of the November 1984 
carnage is a most fundamental prerequisite 
for a rapprochement between the masses of 
the emotionally hurl .'sikhs and the rest of 



the Indian populaton. Without this the 
mindless killers of innocent people in 
Punjab cannot be isolated from their social 
base and curbed. The already proved in¬ 
effectiveness of purely police methods, even 
if conducted under the command of an ace 
policeman, should serve to underline the 
necessity, and indeed the urgency, of such 
moves for the emotive reclamation of the 
hurt Sikh community. 

There is perhap.s not much time left to lose 

BUSINESS 


in making such leconciliatory moves. The 
continued and escalating murder spree in 
Punjab can some day set off an engineered 
or even spontaneous violence in some other 
parts of the country, making the situation 
even more favourable for the extremist 
operations in Punjab as a result. 

Should not Sharad Joshi’s lead be acted 
upon in appropriate forms by other political 
forces in their own spheres? 


phenbmehal upsurge iii IMS^the rise haw¬ 
ing far exceeded the total nse in the 
preceding three years—the modest setback 
during 1986 could well be treated as part of 
the much-needed correction to restore nor¬ 
malcy. In a way, it is quite remarkable that 
the stock market did not allow itself to be 
unduly perturbed by the growing evidence 
of multiple and mounting violence in several 
parts of the country and managed to wind 
up the year with a marginal net decline. The 
more so, when the economy did not show 
the anticipated buoyancy and the perfor¬ 
mance of the Industrial sector was quite 
uneven and uninspiring. Concern voiced in 
many quarters (finance ministry included) 
over the depressed state of the stock market 
seems unwarranted. For. despite the fall in 
prices, 80 per cent of the shares in Bombay’s 
‘specified list’ still yield less than five per 
cent. Many of the difficulties the stock 
market has had to contend with were at¬ 
tributable essentially to excessive speculation 
due to failure on the part of the stock ex¬ 
change authorities to ensure proper conttol 
and regulation. 

The capital market scene presents a 
curious blend of some odd elements. The 
market has undoubtedly become broad 
based with increasing diversity of financial 
instruments and vast expansion in the 
magnitude of capital raised. The corporate 
sector is expected to mobilise a record 
Rs .5,000 crore from the market this yeai 
against Rs 3.89.5 croie in 1985-86 and a mere 
Rs 323 crore in 1979-80. This is truly a 
remarkable performanee. Even so, it is dil- 
ficult to share the union finance minister’s 
view that the capital market is buoyant. 
Reliable reports indicate that the public 
response to the bonds offered by the 
Mahanagar Telephone Nigam and the 
National Thermal Power Corporation has 
been extremely poor and that the bonds got 
oversubscribed only because of the massive 
support extended by banks and financial in¬ 
stitutions. The experience of investors who 
were recently lured into the new issue market 
has been far from pleasing. Listing of 
shares/debentures does not necessarily imply 
liquidity. Only a small number of new issues 
listed over the pltst one year or so are traded 
on the stock exchanges. It is true that quite 
a few issues have been heavily oversubscribed 
but it is no less true that many issues have 
failed to evoke adequate public response The 
extremely disappointing response to the 
public issue of the South Asian Financial 
Exchange (SAFE) promoted by a group of 
reputed industrial interests is a telling illust¬ 
ration of the general state of the capital 
market. 

How is the stock market likely to fare in 
1987? One forecast could be as good as 
another. With the thick fog of ^political 
uncertainty all around it is indeet^ry dif¬ 
ficult to have a clear view of the wnomic 
prospect. Since the industrial landscape is 
dotted with several dark patches prospective 
investors will need to be extremely selective 
All that one can say is that the stock ex¬ 
change fraternity has every reason to feel 


Taking Stock 


WHO could have imagined that the market 
which displayed amazing strength and 
buoyancy at the start of 1986 would wind 
up the year the way it has. During the most 
of the last quarter, especially during 
November, the market presented a picture of 
utter despondency and institutional support 
had to be solicited to help revive confidence. 
The stock exchange fraternity could not 
possibly have visualised that the market’s 
route lay along the kind of terrain it passed 
through and that the journey would be so 
hazardous and painful. Seldom before had 
the market witnessed such ups and downs 
as it did in 1986. Net changes in equity prices 
at the end of the year showed a mixed pat¬ 
tern with losses far outnumbering the gains. 
The upsurge in equity prices in the preceding 
year was all pervasive and the rise 
unprecedented. 

Over the 12-month period ending 
December 24—the last trading day for Dalai 
Street—the Economic Times all-India equity 
price index registered a decline of 4.9 per 
cent and the index for Bombay came down 
by 2.9 per cent. During the corresponding 
period last year the all-india index had risen 
by a record 76.3 per cent and the Bombay 
index by a record 87.3 per cent. In 1985, all 
the industry-group indices, excepting sugar, 
recorded impressive gains whereas in 1986 
fertilisers, cotton textiles, rubber goods, 
chemicals, sugar and paper registered some 
gains while jute textiles, synthetic fibre, 
cement, iron and steel, engineoing and plan¬ 
tations .suffered sizeable losses. 

: stock market got off to a flying start 
for 1986 and by about the middle of 
February, it had moved well beyond last 
year’s high, confounding not only economic 
pundits and seasoned security analysts but 
baffling even the shrewdest market obser¬ 
vers. Equity prices were bid up to levels 
which even the inveterate bulls had not 
dreamt of. Then came the sharp retreabv 
After a drastic post-budget shake-up th« 
market kept shuttling between its March 2r‘ 
low and mid-February all-time high for 
seven-and-a-half months. During this period 


the market had moved quite close to its 
October 1985 low from where it had laun¬ 
ched its biggest-cver bull campaign. With the 
Economic Times equity price indices dedin¬ 
ing to well below their March lows, technical 
analysts saw clear evidence of the stock 
market having entered a major bear phase. 

The phenomenal boom in 1985 cannot be 
satisfactorily explained in terms of the im¬ 
proved performance of the corporate sector 
as also of the state of the economy. The 
market’s unbounded optimism was said to 
be deeply rooted in the firm belief that the 
policy of economic and industrial liberalisa¬ 
tion vigorously pursued by Rajiv Gandhi’s 
government had ushered in a new era for the 
private corporate sector. There has been no 
let-up in the government’s liberalisation 
policy. One can. in fact, list a series of 
official pronouncements spelling out the 
widening area covered by the policy. Even 
so, most equity price indices recorded new 
lows for the year in the last week of 
November. The stockbroking community 
had to pay dearly for excessive speculation. 
Torn by conflicting interests, the governing 
bodies of the various exchanges were unable 
to take appropriate measures to enforce re¬ 
quisite discipline to ensure liquidity and 
solvency of the market. The union finance 
ministry had to be persuaded to undertake 
a rescue operation. 

From December 8 onwards extended sup¬ 
port operations carried out by the public 
financial institutions brought about a 
significant change in the market sentiment. 
Equity prices staged an impiessive recovery 

t their early December lows. By 
;mber 24, the Economic Times all-India 
ty price index had risen by 9.4 per cent 
the Bombay index by 11.8 per cent. Far 
; significant than the rise in prices is the 
ound change in the general market 
, psychology. There is little trace of the much- 
talked about crisis of confidence and bears 
who had been dominating the scene till the 
first week of December now appear to be 
on the defensive. 

Measured by the Economic Times equity 
price indices, the stock market beat a modest 


It made two bold but abortive attempts—in jetreat during 1986. One can offer any 
June and October—to push its w^y into new -dumber of apparently plausible explanation: 
high ground. During Novemb j^ Qwever. it for the wide swings in prices witnessed dur- 
took a deep plunge and bjilill^inber 1, ing the year. But viewed in the context of the 
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grateful to the prime miniiter and the union 
finance minister for their reassuring state¬ 
ments about protecting and promoting in¬ 
vestor’s interests. Apart from announcing 
specific decisions such as reduction in the 
gap between two consecutive bonus issues 
from 36 months to 24 months, what the 
finance minister stated at the open house 
meeting he had with the presidents of the 
stock exchanges and merchant bankers on 
December IS should give a big psychological 
boost to the stock market’s sagging morale. 
Particularly relevant from the viewpoint of 
the stock market is the finance minister’s 
statement that the government intended to 
provide maximum support for the healthy 
growth of the capital market and would take 
further steps for strengthening of the stock 
exchanges and boosting of investors’ con¬ 
fidence. The financial institutions would 
continue to closely monitor the overall 
behaviour of the stock markets and when¬ 
ever there were sharp fluauations they would 
step into the market with a view to stabilis¬ 
ing it. The government is also thinking of 
setting up an apex body like Securities Ex¬ 
change Commission which would not only 
ne involved in essential regulatory functions 
but would also play a developmental role. 
The Bombay Stock Exchange has done well 
to ask companies whose securities are listed 
on the exchange to furnish their unaudited 
financial results on a half-yearly basis within 
two months of the expiry of the period of 
six months. The need for relevant informa¬ 
tion can scarcely be over-emphasised. 


Fishing 


Turning to Foreign Capita! 


WITH a view to exploiting the rich poten¬ 
tial of deep-sea fishing, the government has 
now decided to permit large industrial 
houses and companies coming under MRTP 
and FERA to set up joint ventures in 
marine fishery projects subject to necessary 
ciearance/exemptlon from the department of 
company affairs. 

Under this policy, equity participation by 
Indian and foreign companies should 
normally be lit the ratio of 60:40. However, 
a relaxation may be considered to allow 
higher foreign equity in casei where import 
of high technology for speeialiied type of 
fishing and post-harvest operation is in¬ 
volved. The joim ventures will be permitted 
to import two trawlers for every vessel from 
indigenous yards, against the present ratio 
of 1:1. This decision has been taken because 
the domestic yards have hot been able to 
effect deliveries within a reasonable time. 

The joint ventures will be permitted to 
acquire deep-sea fishing vessels either on 
ownership basis or on lease for 8 to lU years 
subject to the condition that such vessels are 
registered in India, they fly the Indian flag 


ai)d thrir foreign crew, if any, are phased out 
latest by five years. Initially, 50 per cent of 
the crew may be foreigners but they should 
be replaced by Indiaas gradually. Flexibility 
in the deployment of foreign crew in the 
beginning upto 75 per cent of the total 
strength could be allowed to encourage 
operation of specialised types of vessels. 

Applications for charter/long-term lease 
of deep-sea fishing vessels of 20 metres 
in length and above would be considered 
under the revised charter policy. According 
to the terms and conditions of charter, the 
security amount per vessel will be rupees 
three lakh. It will be incumbent on the 
chartering company to move for acquisition 
of such vessels half-way through the two-year 
charter period. A failure to do so will entail 
forfeiture of the security deposit. During the 
period of charter, the Indian company 
should get a minimum of 20 per cent of the 
catch value out of charter operations at 
prevailing market price. The chaitered vessels 
will be allowed to operate only beyond the 
restricted areas as notified in the Maritime 
Zones of India Rule 1982 and amended from 
time to time. 

The declaration of 200 km from India’s 
shores as exclusive economic zone (EEZ) by 
the government some time back and allow¬ 
ing the big houses to go in for deep-sea 
fishing did not pave the way for exploita¬ 
tion of the potential to any significant extent. 
Some of the big Indian companies which 
had ventured into this area withdrew sub¬ 
sequently. Against the estimated potential 
of 4.5 million tonnes a year, deep-sea fishing 
at present yields no more than 1.7 million 
tonnes to 1.8 million tonnes. 

The constraints on the development of 
deap-sca fishing include high risk, large 
capital investment, lack of adequate infra¬ 
structure for post-harvest processing and 
paucity of trained personnel. 

The country has at present about 1,54,000 
non-mechanised boats and only 20,000 
mechanised boats. Of the mechanised boats 
only 128 are large-sized deep-sea vessels, 32 
of them being on charter. The policy shift 
is evidently intended to ensure that the 
Sewnth Plan targdt of building up a 
500-strong deep-sea vessel fleet by 1989-90 
is achieved. 

It is stated that the opening up of the EEZ 
to large MRTP/FERA companies will not 
have any adverse impact on the activities of 
tradit’onal fishermen since their operations 
are restricted to the coastal areas only. Deep- 
sea fishing at present contributes a very 
small proportion to the total fish catch. 
Moreover, fish caught in the deep-seas is not 
in much demand in the domestic market, 
while it is a good earner of foreign exchange. 
With proper development of deep-sea 
fishing, it should be possible to step up 
export earnings from marine product.s 
significantly from the present level of around 
Rs 400 crore. 


TWENTY YEARS AGO 

EPW, January 7, 1967 

The decision to uproot 60,000 Mizos ftoin ilic 
villages where they now live and regroup them in 
bigger ‘villages' cannot lend itself to any inter¬ 
pretation other than that the situation created by 
the rebellion by a section of the Mi/os in suppon 
of their demand for a separate state is graver than 
the government has cared to admit so far. 

The military logic of the move is clear. With 
the people congregated in a few fortified and well- 
guarded 'villages’, the army will be better able to 
segregate the active rebels from the rest of the 
population and prevent the latter from helping the 
rebels with food and shelter, the strategy is not 
new It has been tried with success in .Malaya by 
the British, without success in Vietnam by the US 
and in our own country, with uncertain results, 
in Nagaland .. .even a few yeats ago the MUos 
had not thought of rebellion nor of a separate 
stale for themselves. In November I960 when 
l^dit Nehru first made his offer of autonomy 
on the Scottish.pattern for the hill iribes of 
Assam, the demand was for a composite state for 
all the hill tribes, including the Miros. . by the 
time the Pataskar Commission was appointed five 
years later in March l%.5... its recommendations 
had not the slightest chance of being accepted by 
the hill tribes. . Unforlunalelywhiie Nehru had 
a philosophy for the tribal people, he failed, as 
he did m ever so many other fields, to give it 
political and admininraiivc form. The result is 
that instead of alfcclion and identification, the 
government's policy for the tribals is today 
represented by our own version of South 
Vietnam's ‘fortified hamlets'. 

• • • 

Of the major non-ferrous metals (aluminium, 
copper, lead, zinc and tin) India has basic reserves 
of only bauxite, for aluminium manufacture 
According to the Planning Commission's own 
estimates, the position with regard to non-ferrous 
metals will appreciably worsen during the Fourth 
Plan. . the import biU. . will no less than 
Rs 160 crore in 1970-71. 

* * * 

The scanty press reports on the appraisal of the 
country's family planning programme placed 
before the recent meetfng of the central family 
planning council makes depressing reading. The 
ambitious taiget of inserting six million loops 
during 1966-67 was cut by one-third in response 
to protests from state ofTicials . Even if the loop 
campaign doubles its tempo during the year, the 
achievements may not exceed about 30 per cent 
of the modest target . the number of sterilisa¬ 
tions during the period is also repotted to be 
below the target by about Ihree-fourths... The 
reported opposition of ilie rural doctors and mid¬ 
wives to the family planning programme perhaps 
stems from fear of a fall in demand for their 
skills; but it is easy to over-empha$i$e this factor. 
* * * 

China’s fifth nuclear test, its third in the year 
just ended., Ho Chi Minh has hailed it; the 
Russians have been grimly silent; the foreign 
minister of Philippines has seen in it further 
evidence of China'.s ‘'defiance of woild opinion 
against nuclear tests". While the measured pro 
gress of China's nuclear programme attracts so 
much attention the entry of the United Stales and 
the Soviet Union upon a new nuclear arms race 
has gone almost unnoticed . This comes 
ironically enough at a time when they are just 
preparing to twist the non-nuclear powers' arms 
to make them sign a non-prolileration treaty 



LETTERS TO EDITOR 

Government, Courts and Harmful Drugs 


L N OODBOLE’s letter (December 27,1986) 
is a typical case of how the drug companies 
mislead the public. In its opening paragraph 
the letter says “The Kerala High Court 
declared on March 28, 1983 that the govern¬ 
ment had no power to ban any drug till 
February 1, 1983 when Section 264 of the 
Drugs and Cosmetics Act, 1940 came into 
operation’’. The Kerala High Court judg¬ 
ment discusses and points out the limitation 
of the ori^'nal Drugs and Cosmetics Act of 
1940 and the amendment made by the 
central government to this act by a gazette 
notification of November 13, 1982 which 
empowers the central government to ban the 
manufacture, sale and distribution of drug 
or cosmetic likely to involve any risk to 
human beings or animals. It states “This 
Amendment Act came into force on 1-2-1983 
and therefore, from that day the central 
government stands empowered to take 
necessary action once it i.s satisfied that in 
the public interest it is necessary or expedient 
to do so’’. Further it holds that “It is for the 
government of India to consider how best 
the decision reached by them and embodied 
in exhibits R 1 to RICC (i e. ethibits 1 to 
ICC) of the respondents, the government of 
Intjha should be implemented now that they 
have empowered themselves by Ss lOA and 
26A of the Drugs and Cosmetics (Amend¬ 
ment) Act to take appropriate action ... 
Until that is done, the minimum that the 
government of India is expected to do in 
public interest is to publish the names of 
various brands in the market which covers 
the formulations mentioned in exhibit R 1(a) 
and also branded names of formulations of 
oestrogen and progesterone ... . ’’ 

The entire tone and substance of this 
judgment is quite against the sale of 
irrational and hazardous drugs by the 
industry and the government’s complicity in 
allowing this to happen. Godboi^s above 
quoted remark, however, creates a different 
impression. 

Because df this judgment, the government 
had to move ahead a bit by issuing a ban 
order on July 23, 1983 under this amended 
act, banning those 22 categories of drugs as 
per the recommendations for a ban on them 
by its own experts. The government was, 
however, stupid (or wise?) enough not to 
include the high-dose combination of 
oestrogen and progesterone in this list. 
Hence as the matter now stands legally,.this 
category of drugs were banned by the 
government under the defective unamended 
act and hence not legally valid. Moreover, 
the drug companies have got stay orders 
from different high courts under pure legal- 
technical issues. 

Godbole .says that “The crux of the matter 
in EP combination is that it should not be 
used as pregnancy test’’. No. The crux of 
the matter is that high dose EP combina¬ 


tion should not be used at ail. They are 
dangerous when used in pregnancy and they 
have no positive role whatsoever in the 
modern practice of gynaecology. That is why 
high dose EP combinations are either 
withdrawn or banned or have never been 
marketed and are hence not available in 
developed countries. When the government 
of India asked its experts whether this com¬ 
bination should be restricted for use in 
secondary amenorrhoea or should be 
banned altogether, the experts advised a 
complete ban since in the modern approach 
to the treatment of .secondary amenorrhoea 
does not requite this combination as there 
are better regimes available. Can Godbole 
quote any of the latest editions of textbooks 
of gynaecology to show that this combina¬ 
tion has been recommended by these 
textbooks? 

It should be made clear that the issue is 
about high dose EP combinations and not 
about EP combination as such since low 
dose EP combinations are the contraceptive 
pills. Neither the All-India Drug Action 
Network which represents the movement for 
a rational drug policy in India nor Vincent 
Panikulangara is asking for a ban on contra¬ 
ceptive pills. In some of the lay articles or 
even in the court this combination is 
sometimes referred to simply as “EP com¬ 
bination’’. This technical mistake is being 
made use of by Godbole to confuse reader!!. 
It is a pity that the drug industry is reduced 
to using such tactics on this issue. His 
reference to the name of Panikulangara’s 
society as PILSS in a suggestive manner is 
a pitiable tactic. PILSS stands for Public 
Interest Law Service Society and is obviously 
not set up to get a ban on contraceptive pills. 

DR R S ANANT 

Medico Friend Circle,. 

Pune. 


CPI(Mj and Civil Liberties 


I HAVE always read K BalagopaTs despat¬ 
ches from Andhra Pradesh with great 
interest. It is unfortunate however that the 
veracity of his reports does not alwitys match 
upto the quality of his prose Balagopal’s 
CPI(M)-baiting in almost all his reports has 
become more amusing than irritating. He 
seems to grab an opportunity even where it 
does not exist to launch an attack against 
the CPI(M). He has now gone to the absutd 
extent of even offering compliments to the 
Congress (I) and BJP while attacking the 
CPI(M), for what he calls “a studied 
silence in the midst of the outcry” in 
Andhra Pradesh on the question of lock-up 
deaths (November 1-8, 1986). Is this true? 
Absolutely not. 

While a brief perusal of the local press for 


the months of September and October 
would show anyone the number of times the 
local CPl(M) leaders have protested, made 
visits to the affected villages, demanded a 
judicial enquiry and the suspension of the 
concerned police officers, a more honest 
enquiry would have brought to Balagopal’s 
attention such acts of the CPIfM) which 
have gone unreported in the press for no 
fault of the party. The lone CPI(M) member 
of parliament from AP, B N Reddy addres¬ 
sed a press conference in Hyderabad on 
September 8.1986 at which he gave detailed 
information regarding the death of one 
Anjiah in Hingaturti village of Nalgonda 
district. He also gave information on the 
action taken by the local CPI(M) members 
and the demands made on the government. 
Subsequently a former MLA of the CPl(M), 
Mallu Swarajyam, and a CPI(M) leader 
A P Vithal visited several areas affected by 
such incidents and gave detailed reports of 
what happened and on behalf of the AP 
Civil Liberties Association (a multi-party 
organisation) Vithal issued several press 
statements condemning the lock-up deaths 
and demanding appropriate action. 

Is all this ‘studied silence'? What provokes 
Balagopal to falsehood? f^rdonable igno¬ 
rance or plain arrogance which is so often 
a characteristic of some sections of the so- 
called ‘civil liberties’ activists who believe 
that they alone arc the defenders of people’s 
rights. I invite the attention of your readers 
to two articles which appeared in the 
CPI(M) newspaper Prajasakthi on 
September 10 and October 5. 1986 which 
give at least some information on what the 
CPI(M) has been doing on the question of 
the lock-up deaths. 

S ANJtAH 

Hyderabad 


Two Categories of Khalistanis 


IT is well known that some Sikh religious 
fanatics, supported by foreign forces, are 
indulging in communai and anti-national 
activities. They are indulging in secessionist 
activities and demanding Khalistan. Very 
strict action should be taken against these 
‘Khalistanis’ and people should oppose them. 

However, there is also a second category of 
‘Khalistanis’. These are the hindus who in 
various parts of the country are insulting, 
harasung and harming Sikhs. Thereby thery are 
forcing Sikhs to think of migrating to Punjab. 
This is exactly what the Khalistanis of the first 
category want. Thus the aims of both are the 
same. So both should be called Khalistanis. 
Equally strict action diould be taken against 
both these categories of Khalistanis and masses 
should oppose both of them. 

BHARAT DOGRA 

New Delhi. 



CAPITAL VIEW 


New Year Thoughts 

Romesh Thapar 


IT’S quite a thing to be a prime minister of 
India now. Dynasty is moving into patterns 
of royalty. The new year’s eve visit of the ru¬ 
ling coterie to the Andamans had the mak¬ 
ings of a cruise to outdo all other cruises. 
The ruling family, with Italian relatives and 
friends, were joined by Farook Abdullah and 
wife, plus some eleven ministers. The ‘royal 
boat’ was under heavy security just in case 
a foreign conspiracy yielded an aggressive 
submarine. Helicopters covered the sky. A 
use has been found for them, after all. 

And all these 'diversions' will be justified 
on the basis that the Andamans are to 
become another Hong Kong, duty free, and 
under the patronage of non-resident Indian 
interests and their links in the motherland— 
you know, those characters who, according 
to monetary suiveys, command vast re¬ 
sources in foreign exchange (25,000 crorel). 
We are naturally enticed. 

What does it matter if the country is bur¬ 
ning. A prime minister needs a morale¬ 
boosting holiday. It would, of course, place 
less strain on the ovcr-'strained.securiiy ser¬ 
vices and the depleted rupee resources of the 
Republic if he took time off in his modern 
fortress. The chatter in the bazaars is very 
uncomplimentary. Perhaps, he doesn’t get 
to know. 

As the imitative, middle-class elite begins 
to panic about the future, we are told that 
the government of India is bubbling with 
new ideas which will soon start moving out 
for implementation. Ideas and more ideas, 
but without a disciplining frame of reference 
could be a scenario for chaos. This thought 
is thrust aside by our instant ‘policy makers’. 
They are opposed to inhibiting frames. 

Instinct cannot replace thought. Is instinct 
enthroned because our rulers are incapable 
of exercising thought? Why only the rulers? 
What about those who parade themselves 
as oppositionists? Their performance, too, 
is at instinctual level with a few exceptions. 
Will we be able to move back into thought 
before the foundations of our federal polity 
are ripped apart? 

A visiting intellectual, who has spent a 
lifetime studying Indian political practice, 
is of the view that the scene today is domi¬ 
nated by thousands of small-scale policy 
pushers without the cement of strategic for¬ 
mulation. What he fails to see is that a 
perspective structuring is discouraged, 
frowned upon, and sought to be buried. The 
notion is widely prevalent in political circles 
that strategies should be confined to fac¬ 
tional manipulation, and everything should 
be at the mercy of the so-called ‘fre^ market 
(read vote-banks). 

The managers o( the econon^ now realise 
what dynastic and instinctual politics means. 


They are dependent on the office boys of the 
PM’s secretariat who sit on decisions and 
refuse to get into the tangles of co-ordi¬ 
nation. What does it matter if we have 
created a jungle of interest rates, one 
resource-gathering effort damaged by the 
other? What does it matter if delays inflate 
the cost of the Visakhapatnam steel plant 
from some Rs 2,256 crore to Rs 7,464 crore? 
It’s all part of the new ball game, as the PM 
says. 

Stories have started appearing in our 
docile newspapers that India is moving into 
what is call^ ‘an internal debt trap’. In plain 
language this means that there would be a 
shortage very soon of rupees to underwrite 
our chaotic projects, that to keep going we 
will have to print rupees. That means infla¬ 
tion. And, not to be behind the situation, 
our economists will step on to the public 
platforms to extol the benefits of rising 
prices—more productivity, more jobs, higher 
standards of living. L K Jha has already 
done so. 

I am beginning to wonder whether our 
rulen have a grip on anything of significance 
to national cohesion and growth. It is possi¬ 
ble to live for a while on instinct at a thou¬ 
sand different levels. Many parts of this sub¬ 
continent are coming under this instinct¬ 
living and acting. It is a style popularised 
by our PM, and very infectious by the looks 
of it. Bihar leads in this area. It might.well 
make the book of records by being the first 
state to wither away under private armies 
and the like. 

Inevitably, our prime minister is more 
concerned about b^ government in Bengal 
than in Bihar. Bengal is under communist 
rule. Bihar under the Congress. Even the 
thousands of extra crores go only to Bengal, 
Kashmir, Haryana and, soon, to Kerala. 
They are on the edge of rather close elec¬ 
tions. If Bihar and Rajasthan are stilt treated 
with paltry lakhs of ruppes by the scion of 
the Nchrus, it is because they arc rather slow 
in sparking an election. Yes, destabilisation 
of a political kind brings in the crores. The 
message is loud and blatant. 

While all this mass accumulates, it is be¬ 
ing made fairly clear that, via president’s rule 
and various permutations and combinations, 
Barnala will lose his favoured status, for 
Badal. Or, maybe, Pu^ab could be treated 
to a dose of Kashmiri democracy through 
yaars like Maharajah Amerinder Singh of 
Patiala or exponents of one-upmanship like 
Balwant Singh. As for the Gorkhas. after a 
decisive election result, they could receive the 
grant of a state by instinct. So, too, any other 
ethnic region if it is not a threat to the 
subliminal hindu state that we have become 
Goa, for instance. 


As we face the new year we wondet 
whether instinct can produce mandatory 
rules and regulations to govern the use of 
all places of worship and return religion to 
where it belongs, or double the utilisation 
of production potential now at something 
like forty per cent, or insulate the critical law 
and order agencies from the interference of 
politicians, particularly of the ruling varie¬ 
ty, or work out a package of inputs to 
salvage our dry and marginal farms so that 
the vital agricultural front can be sparked 
to perform as never before, or, for that mat¬ 
ter, whether we will be able to produce in 
the foreseeable future the sort of com¬ 
mitments which are beyond die selfish self. 
These are core concerns. They are neglected. 

The euphoria around the dynastic succes¬ 
sion has abated, but national wishful think¬ 
ing is still revolving around the possibility 
that Rqjiv Gandhi will learn to perform, will 
master the arts and crafts of governance: He 
probably still commands a majority, but it 
is fast eroding. The state elections in a cou¬ 
ple of months might well dntroy his vote- 
gathering legend. Then what? 

Believe it or not, there is a speculation 
around that lumpen hero, Amitabh 
Bachchan, and the political potential of bis 
fan clubs. If MGR in his present state of 
health remains relevant, why not this 
younger version of an amoral world. And 
he’s going to be our constant companion in 
the Nehru centenary via Akashwani and 
Dooruarshan. I suppose it is the alternative 
this lumpenised land is seeking. 

1 can only hope that events like the elec¬ 
tions to zilia parishads and panchayats in 
Karnataka, under an act which gives weight- 
age to women, youth and scheduled castes 
and will transfer something like sixty per 
cent of the state’s executive and financial 
power to the grassroots, will mark the begin¬ 
nings of the birth of a new and more demo¬ 
cratic political system. R K Hegde will just 
have to see it through and make other states 
emulate Karnataka’s example. He cannot 
move away to the centre at the moment. 
Then, maybe, 1987 will be remembered as 
a landmark—yes, despite the press blackout 
on Karnataka which surprises those who 
follow events. 

In a sense, we are at the crossroads. Many 
decisions are waiting to be taken. They will 
determine the patterns of the years ahead. 
I hope they will be beyond instinct, and 
beyond instant thought. 

Footnote: Some 100 distinguished men and 
women looking for a winter holiday 
gather in Delhi early in January from all 
parts of the world to discuss "New Begin¬ 
nings’’—the expressed concerns of Indira 
Gandhi. The organiser, Y .Sharada Prasad 
is none other than the chap who wrote the 
stuff that expressed the concerns. It’s 
certainly a mixed up world! 



STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholesale Pricea 


I atest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

l.ast 

Last 

March 

In 

In 

In 

in 


(20-12-86) 

Month 

Year 

29. 1986 

85-86** 

84-85 

8.3-84 

82-83 

All Commodities 

1000 

377.2 

• 0.9 

5.8 

5.0 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

351.4 

-1.1 

6.4 

6.7 

2.4 

4.8 

II.G 

3.6 

Food Articles 

298 

.335.6 

- 2.6 

5,0 

5.2 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

316.7 

3.2 

13.8 

15.2 

-10,5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and Lubricant.s 

8S 

619.6 

-0.1 

6.3 

1.7 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

357,7 

-0.9 

5.3 

4.7 

3.3 

6.0 

8.7 

0.6 






Variation (Per ' 

Cent) 



Coal of Li vine Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

La.st 

March 

In 

In 

In 

In 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers I960 - 

100 

685'“ 

1.3 

9.6 

7.4 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 1960 - 

100 

t'5'’ 

0.3 

8.1 

5.3 

6.8 

8.1 

10.3 

8.0 

For Agricultural Labourers July 60 to 

579’ 

0.5 

4.3 

4.1 

4.8 

0.2 

11.4 

5.2 

June 61 

= 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(19-12-86) 

Month 

Year 

28, 1986 

85-86** 

84-85** 

33-84 

82-83 

Money Supply (M,) 

Rs Croie 

1,33,593 

3,299 

19,454 

15,364 

15,192 

16,058 

13,031 

10,115 




(2.5) 

(17.0) 

(13.0) 

(14.9) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

69,189 

775 

11,741 

10,698 

9,579 

8,445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

87,268 

1,360 

10,232 

5,553 

9,745 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,852 

360 

891 

440 

299 

1,419 

--I04 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

98,366 

1,660 

16,031 

13,647 

12,475 

11,519 

8,550 

7,299 




(1.7) 

(19.5) 

(16.1) 

(17.3) 

(19.0) 

(16.4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

7,079 

361 

445 

65 

53 

1,319 

1,2.33 

911 







(0.8) 

(24.0) 

(28.9) 

(27.2) 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(1970 = 100) 
























In 

In 

In 

In 

In 




1986 

1985 

1986* + 

1985* * 

1984 

1983 

1982 

General Index 

100.00 

216.1* 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0* 

230-5 

225.1 

2.4 

2.6 

6.6 

5.3 

- 0.9 

Intermediate Goods Industries 

21.33 

192.3* 

188.1 

177..<! 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods industries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

.3.6 

Non-Durable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month ■ 










(Sep. 86) 1986-87' 

1985-86* 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

%1 

5,857 

5,324 

10,420 

11,855 

9,872 

8,908 

7,803 






(- 12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,735 

9,239 

9,752 

18,371 

17,173 

15,763 

14,356 

13,671 






(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-774 

-3,382 

-4,428 

-7,951 

r-5,3l8 

-5,891 

-5,448 

-5,868 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month ‘ 










(June 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

27,812 

27,812 

24,499 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

453 

2,454 

2,709 

5,766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

65 

293 

353 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

31 

198 

201 

373 

407 

486 

474 

505 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1984-85"" 

1983-84* * 

1982-83 

l$81-82 

1980-81 

1979-80 

1978-79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50.736 

47,138 

49,633 

46,917 

Per Capita Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* For current year upto latest month for which data are available and for corresponding pteriod of last year. 

** Excluding gold and SDKs. 

+ Upto latest month for which data are available. 

+ + Provisional data. 

Nota: (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous pet kid. 




COMPANIES 


Two-Wheeler Boom 

Hansavivek 


BAJAJ AUTO has shown impressive perfor¬ 
mance during 1985-86 with substantial 
increases in production, sales and profits. 
What is more, the company has planned 
further expansion to achieve sustained 
growth in the future. The company produced 
3,87,592 scooters against 2,61,111 numbers 
last year, out of which CKD packs were 
75,550 numbers against 58,450 numbers. 
Similarly, motorcycle production was 42,732 
numbers against 30,644 numbers, of which 
CKD packs were 2,518 numbers against 360 
numbers. While the turnover amounted to 
Rs 353.39 crore against Rs 226.28 crore, 
gross profit surged ahead from Rs 47.50 
crore to Rs 84.83 crore reflecting a jump in 
profit margins. Although provisions for l^h 
depreciation and taxation claimed much 
more, net profit advanced from Rs 28.63 
crore to Rs 38.97 crore. Dividend has been 
stepped up from 30 per cent to 50 per cent 
and enjoys a hefty earnings cover of 8.21 
times against 10.15 times previously. 

1 he company exported 3,244 scooters and 

The Week's Companies 


3,005 three-wheelers (including 2,518 CKD 
packs! and earned foreign exchange equiva¬ 
lent toRs 6.29 crore as against Rs 2.23 crore 
previously. It sold 1,03,863 Bajaj-Chetak 
scooters which were booked against inward 
remittance of foreign exchange The amount 
received in foreign exchange against these 
sales was equivalent to Rs 62.32 crore. The 
company also received foreign exchange 
equivalent to Rs 6 lakh as technical know¬ 
how fees from its licensees abroad. Com¬ 
mercial production of scooters at Waluj in 
Aurangabad district of Maharashtra had 
commenced in mid-May 1985 and the 
l,00.(XX)th scooter was produced there on 
August 16, 1986. The plant has now achieved 
a production range of 1.80 lakh scooters per 
annum. The company’s application for 
automatic growth of its licens^ capacity for 
the manufacture of CKD packs for supply 
to Maharashtra Scooters was approved and 
the licensed capacity for such CKD packs 
was enhanced from 69,700 numbers to 
87,000 numbers per annum. 


Steps were being taken to set up a 
sepuate three-wheeler division at Waluj 
to produce upto 50,000 three-wheelers 
per annum within the overall licensed 
capacity of 3 lakh numbers per annum. 
Production at this plant is expected to 
commence by March next. Suitable loca¬ 
tions were examined for setting up an 
assembly unit for one lakh two-wheelers as 
a part of the company’s industrial licence 
at Waluj. Surajpur in Ghaziabad district of 
UP has been selected and the company is 
awaiting the central government’s approval 
for this purpose. Maharashtra Scooters, the 
company’s license^ is also applying for 
expansion of its capacity of CKD packs 
from 87,000 to the minimum economic scale 
of operation of two lakh two-wheelers per 
annum. The project to manufacture 100 CC 
motorcycles under technics assistance agree¬ 
ment with Kawaski Heavy Industries of 
Japan was in progress during the year. A few 
motorcycles were manufactured and were 
under rigorous tests. 

MAHINDRA UGlNESilEEL COMPANY 
(MUSCO) has achieved a fair improvement 
in its results for 1985-86 and returned to the 
dividend list after an absence of two years. 
Output of ingot steel was 89,234 tonnes 
against 63,266 tonnes in the previous year 
and finished steel 64,996 tonnes against 
46,722 tonnes. Sales of finished and alloy 
steels were 63,746 tonnes against 47,282 
tonnes and value wise Rs 83.61 crore against 
Rs 50.76 crore and yielded a gross profit of 
Rs 7.78 crore against Rs 2.71 crore. Produc¬ 
tion and sales were considerably higher com¬ 
pared to the previous year when operations 
were affected by over two-and-a-half 
months’ strike at the factory. After deprecia¬ 
tion, there was a net profit of Rs 3.84 crore 
against a net loss of Rs 1.12 crore previously. 
The directors have recommended payment 
of a 15 per cent dividend which is covered 
3.33 times by earnings.. According to the 
directors these results were obtained in spite 
of the continued increa.se in costs of 
inputs—customs duty on melting scrap, 
sponge iron and hot briquetted iron was 
increa.sed by the government: the co.st of 
power in Maharashtra has become more 
expensive than in some other states. Price 
increases on inputs like refractories, graphite 
electrodes and high carbon ferro manganese 
ranged between 10 and 15 per cent. These 
escalations m cost of production were to 
some extent countered by several cost reduc¬ 
tion measures adopted by the company. The 
management has drawn up proposals for 
installing LF and VD/VOD equipment and 
a caster machine. The international division 
earned foreign exchange of Rs I 57 crore as 
compared to only Rs 35 lakh in the previous 
year. During the period July to September 
this year, production of finished alloy and 
special steels was 17,057 tonnes against 
16,343 tonnes in the corresponding period 


(Rs Lakh) 



Bajaj Auto 

Mahindra Ugine 

Madura Coats 


Latest Year 
30-6-86 

Last year 
304-85 

Latest Year 
30-6-86 

Last Ifear 
30-6-83 

Latest Ybar 
304-86 

Last Year 
30-6-85 

Paid-up Capital 

941 

941 

830 

830 

21% 

1469 

Reserves 

12750 

9457 

1438 

1167 

8964 

9259 

Borrowings 

8998 

7305 

2985 

3625 

6916 

5924 

of which Term borrowings 

6413 

4794 

1658 

1893 

3339 

2322 

Gross fixed assets 

22718 

17544 

5659 

5527 

19592 

18813 

Net fixed asset.s 

17716 

14322 

2721 

2997 

12084 

11560 

Investments 

4887 

2220 

15 

15 

212 

130 

Current liabilities 

19595 

13844 

1844 

1362 

2652 

2872 

Current assets 

19640 

14953 

4362 

3972 

8418 

7813 

Stocks 

7463 

5555 

2300 

2855 

5981 

5550 

Book debts 

895 

686 

1109 

856 

1736 

1606 

Net sales 

35339 

22628 

8361 

5036 

17983 

1785) 

Other income 

1957 

1675 

310 

272 

248 

211 

Raw material costs 

1%19 

13163 

3416 

2077 

4763 

5766 

Wages 

3654 

2604 

627 

481 

4290 

4010 

Interest 

1445 

1020 

459 

469 

956 

747 

Gross profit ( + )/loss (-) 

8483 

4750 

778 

271 

2031 

1960 

Depreciation provision 

1726 

1337 

394 

383 

628 

728 

Tax provision 

2860 

550 

— 

— 

279 

117 

Net profit (t )/loss (-) 

3897 

2863 

384 

-112 

1124 

1115 

Investment allowance reserve 

886 

1247 

52 

— 

285 

. 240 

Transfer to reserves 

Dividend 

2542 

1334 

191 


292 

510 

Amount P 

— 

— 

38 


2 

2 

1; 

470 

282 

103 


545 

363 

Rate (per cent) P 

— 

— 

11 

— 

II 

11 

E 

50 

30 

15 

- 

25 

25 

Cover (times) 

Ratios (per cent) 

8.21 

10.15 

3.33 


206 

3 07 

Gross profit/sales 

24.00 

20.99 

9.31 

5.38 

11.29 

10.98 

Net profit/capital employed 

24.46 

27.53 

16.93 

— 

21.54 

23.89 

Inventcries/sales 

21.11 

24.55 

27.51 

56.69 

33.26 

31.12 

Wages/sales 

10,34 

11.50 

7.50 

9.55 

23.85 

22.45 



last year and turnover amounted to R$ 20^6 
crore against Rs 19.83 crore. Commenting 
on the market conditions, the directors point 
out that even against firm orders, clearances 
for production ate now-a-days given by most 
of the consumers on a month-to-month 
basis. The drop in the production of com¬ 
mercial vehicles during the last six months 
has in turn contributed to a slowdown in the 
offtake of alloy and special steels by not only 
commercial vehicle manufactures but also 
forging units. 

MADURA COATS has shown satisfactory 
working results for 1985-86 and is repeating 
25 per cent dividend on the capital enlarged 
by a onc-lbr-iwo bonus issue. The company 
has earned a gros.s profit of Rs 20.31 ctore 
against Rs 19.60 crore in the previous year 
following sales of Rs 179.83 crore against 
Rs' 178.53 crore. These figures show a small 
increase in profit margins. Net profit is 
Rs 11.24 crore (Rs 11.15 crore). The inireascJ 
quantum of distribution is covered 2.06 
times by earnings as against 3.07 times 
previously. Exports were lower at Rs 23.58 
crore (Rs 26.35 croie). E sport sales to the 
UK were reduced because of unremuncrative 
prices obtaining there 'I he company incur¬ 
red capital expenditure of Rs 17.44 crore 
against Rs 11.33 crore in the picvious year. 
Much of this increase rellects inipleirienia- 
tion of pha.se 111 modernisation programme. 
This has been directed towards partially 
renewing the weaving installation and 
improving upon spinning, both related to 
product diversification. The estimated 
capital expenditure for the current year is 
Rs 11 crore. The company will be examining 
a phase IV modernisation programme which 
will concentrate on twisting and wet proces¬ 
sing. The government has approved the 
terms of phase II of collaboration agree¬ 
ment with Olbo Textilwerke, West Germany, 
for a continuing association in the develop¬ 
ment of heavy synthetic fabrics. Gradually, 
the company is consolidating its position as 
a leading speciality converter in industrial 
fabrics. The company has made some pro¬ 
gress on the project to manufacture non- 
woven fabrics. The plant is expected to be 
commissioned in 1987. 

LARSEN AND TOUBRO'% working results 
for the year ended September 30, 1986 have 
been satisfactory, with sales having risen by 
seven per cent to Rs 463 crore against Rs 433 
crore in the previous year. A strike at the 
company’s ccnicnt plant deprived it of sales 
of Rs 20 crore. Gross profit was lower at 
Rs 51.40 crore as against Rs 56.09 crore in 
the previous yeai. However, profit after tax 
at Rs 30.67 croie was a little highei than 
Rs 30.03 crore in 1984-85. The company has 
proposed a dividend ol 17 per cent on the 
increased capital after issue of bonus shares 
in the ratio of 3:5. The dividend works to 
27.2 per cent on the ptc bonus share capital 
and will ab.sorb Rs 8.75 ciore as against 
Rs 6.58 crore in the previous year. The divi¬ 
dend 15 covered more than three limes by the 

to 


year’s earnings. N M Desai, chairman of the 
company, told a press conference in Bombay 
on January 6 that the expansion of capacity 
of its cement plant at Awarpur to 2.2 million 
tonnes was nearing completion and cement 
production would commence from March 
this year. Similarly, construction of the 
shore-based heavy engineering complex at 
Hazira, near Surat, would be completed by 
March 1987. The company’s subsidiary, 
L and T Gould, which was registered in 
October last year'to manulheture electronic 
test and measuring instruments at Mysore 
will undertake the production of items where 
competition is very little. The production of 
dot matrix printers in collaboration with 
Honeywell Information Systems, Italy, and 
floppy disc drives in collaboration with 
Y E Data Inc, Japan, commenced in 
1985-86 at Mysore. The turnover of the 
Mysore division is expected to be Rs 60 to 
Rs 80 crore in the current year. The com¬ 
pany’s proposal for the issue of 44,10,000 
convertible debentures of Rs 100 each 
is awaiting the government’s approval. 
N M Desai di.scloscd that the company 
expected to end the current year with an 
increase of 20 per cent in sales and a com¬ 
mensurate rise in profit.s. For the first 
quarter ending December 3!, 1986, sales 
amounted to Rs 105 crore against Rs 94 crore 
for the corresponding period in the previous 
year. The chairman also indicated that the 
company was likely to win a contract for 
construction of two large hotels in Russia 
involving a capital outlay of Rs 100 crore. 


CENTRAL BANK OF INDIA completed 
75 years on December 21, 1986. The bank 
was set up by Sir Sorabji Pochkhanawala in 
1911. According to chairman and managing 
director, M N Goiporia, the bank has three 
firsts to its credit—introduction of the home 
saving account, the safe deposit locker and 
the bank credit card. The bank now has 
Rs 6,500 crore in deposits which marks a 
ten-fold increase over 1969 when the bank, 
with 13 other banks, was nationalised. The 
bank’s advances are of Rs 4,150 crore with 
priority sector advances of Rs 1,500 crore, 
including Rs 650 crore for agriculture, 
Rs 550 crore for small scale units and Rs 160 
crore for exports. The bank has 2,500 bran¬ 
ches, the largest branch network among the 
20 nationalised banks in the country. As 
many as 1,713 branches of the bank, or over 
69 per cent of the total, are in the rural and 
semi-urban areas. 

The bank has a phased programme of 
modernisation and computerisation. The 
computer-based store and forv«rd switch 
facility which has connected its headquarters 
in Bombay to 14 state capitals and other 
centres has immensely improved the com¬ 
munication infrastructure of the bank, thus 
reducing costs for its customers. The inter¬ 
city courier service started for collection of 
clearing instruments in important cities has 
reduced the collection time for cheques. The 
bank has set up a joint venture commeiciat 


bank in Lusaka, Zambia* under the name 
Indo-Zambia Bank. Another joint venture 
deposit taking company, Indo-Hong Kong 
International Finance has been set up in 
Hong Kong. The performance of both these 
joint venture banks has been cotiunendable 
and has resulted in good profits in their very 
first year of operations. 

BHARAT HEAVY ELECTRICALS’ 
Bhopal unit of the state-owned has succes¬ 
sfully carried out the complete system design 
and engineering work for the Calcutta Metro 
Railway indigenously. In this prestigious 
assignment, the Bhopal unit collaborated 
with ROSO, Metro Railway and Integral 
Coach Factory. In order tO ensure safety of 
underground railway commuters, the BHEl. 
developed traction motors while the MA .set 
with associated control gear were obtained 
from TDK of Japan and TCCU and CSE 
from Siemens of West Germany. The 
BHHl.’s Bhopal unit was entrusted with the 
Railways’ order for the complete electrics for 
72 coaches. The equipment selected was of 
the latest sophistication as used in advanced 
undergiound systems. The control scheme 
has been designed on the basi.s.of AC/DC 
EMU system in which BHEL has long 
experience. The traction motors specially 
developed by BHEL for the Metro applica¬ 
tion were very liberally designed. After the 
design was approved by RDSO, extensive 
testing was carried on the prototype units 
in the shop and satisfactory performance 
was established before bulk production was 
undertaken. BHEL had taken up the work 
in the middle of 1978 when the letter of 
intent was issued by the railways for the 
supply of 72 coaches. BHEL made all their 
supplies as per schedule. 


In the Capital Market 


TGL Quick Foods proposes to come out 
soon with a public issue of Rs 60 lakh in 
equity shares of Rs 10 each at par to raise 
a part of the finance required for its 167 lakh 
project for manufacture of convenience food 
products such as spices and masalas, instant 
mixes, heat ‘p’ serve foods, snacks, ready tea 
mix, etc. The company is promoted by the 
75-year old TGL group of Adoni (Andhra 
Pradesh) having extensive interests in planta¬ 
tions, vegetable oils, paper and chemicals. 
The plant is located at Adoni and is equip¬ 
ped with ad'weed. hygienic food processing 
machinery. All the raw materials are of the 
best quality and the products are hygienically 
packed in tamper-proof containers. These 
will soon be available from 50,000 outlets 
around the country. According to managing 
director T G Lakshminath the company has 
already received orders worth about Rs one 
crore from various parts of the country as 
well as from the government organi.sations. 
He expects the company to pay a maiden 
dividend of 10 per cent in the very first full 
year of operation. 
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IT is only an hour’s flight, or perhaps five 
or ten minutes less, from Madras to 
Colombo. It took a full eight hours from the 
time of checking-in. The international 
departure lounge at the Madras airport 
looks comprehensively primitive compared 
to the one for domestic departure, newly 
built and posh all over, right next door. And 
it is as if the emergency across the Strait of 
Palk is a heavier burden on India than on 
Sri Lanka herself; each passenger is treated 
as a hijacker and bomb exploder till as long 
as Satisfactory evidence does not turn up to 
prove the contrary. The charades in the so- 
called security area "were almost inter¬ 
minable. You finally manage to get into the 
plane, but, after a half hour’s seat-belt- 
fastened wait, you are made to get off again, 
and re-identif'y your baggage: there is 
apparently one extra jjtece of baggage, or 
one extra passenger, or perhaps both. So the 
waiting is further elongated. But you have 
company. The high commissioners of the 
two respective countrie.s, who keep com¬ 
muting between New Delhi and Colombo, 
are equally helplessly stranded along with 
you. 

The two high commissioners are an ex¬ 
hausted duo, and for an obvious reason. Sri 
Lanka's government has long ago swallowed 
its pride, it welcomes with gratitude New 
Delhi’s open mediation between it and the 
Tamil rebels. What Ls hurt national ego to 
material well-being, capitalist We.st is 
beckoning to Sri l.anka, the US and the West 
European nations are pouring money into 
the island, so is Japan, and the multinational 
companies are not lagging behind either. As 
far as foreign bounty is concerned, Sri Lanka 
has never had it so good. It is still a flawed 
picture though. Killings continue in the 
north and the east; an occasional bomb rips 
through the plush corridors of Colombo's 
this or that five-star hotel, or explodes 
through the exclusive shopping arcades, scar¬ 
ing the tourists off. Peace and tranquillity 
therefore carry a high price tag. The insur¬ 
rection must be made to end, the Ikmil boys 
up there must be coaxed into signing an 
agreement, anything just on this side of full 
eelam the Sri Lanka government is prepared 
to concede. If the Indian ministry of external 
affairs and the Indian prime minister, work¬ 
ing through his crony, the Ihmil Nadu chief 
minister, can swing it and persuade the rebels 
to sign an accord. Sri Lanka will, in no time, 
be another Singapore, or another Hong 
Kong. The government of India, in the situa¬ 
tion that obtains, is Junius Jayawardene’s life 
belt. After all, his government’s expenditure 
on defence and national security has jumped 
fifteen times since 1978, earnings from 
tourism have plummeted, the Island's tea 
trade is disrupted, fishing activity has 
dwindled to insignificance. The foreign 


bounty is of course there, but by itself it 
cannot bail out Sri I.anka; the island, if she 
has to survive, must have peace. 

The anxiety is no less on New Delhi's part. 
There is a tide in the gffairs of Aryavarta, 
which, taken at the flood, can lead on to 
di$a.ster. Doordarshan has an ethos of its 
own, it will continue to sprout Hindi 
chauvinism, thus gladdening the heart of 
M K Karunanidhi. If, on top ot that, the 
Ihmil business in Sri Lanka goes out of 
hand, and, for reasons of NAM, the union 
government and M G Ramachandran are 
forced to scuttle the training camps of the 
rebels in Tamil Nadu, the consequences 
could be difficult to foresee. Punjab i.s 
already a dazzling feather in the cap, why 
bother to add Tamil Nadu to it? 

So the high commissioners keep com¬ 
muting between the two capitals, sometimes 
together, .>ometimes .separately. Ministers too 
keep coming and going. Sri l.anka has 
already crossed the psychological rubicon. 
fill now, she has had a fairly strong unitary 
form of government: with only fifteen 
million people to govern, devolution was 
always considered a wasteful art. The new 
constitution, rammed through by the United 
National Parly in 1977, and providing for 
an elected executive president, was a re¬ 
affirmation of the intent to stay on the 
unitary path. The Liberation Tigers of Tamil 
Eelam, in the course of a brief three and a 
half years, have put paid to all that. Nearly 
everyone in Colombo accepts the hard reality 
that the northern provinces, along with 
Jaffna, now belong to the LTTE: some kind 
of civil administration, with formal allegi¬ 
ance to Colombo, continues to exist there, 
but only on the LTTE’s term.s. The battles 
worth reporting still going on there are intra- 
Tamil, with the LTTE—and its students’ 
front, the Eelam Revolutionary Organisation 
of Students (EROS)—mercilessly mowing 
down their somewhat less radical rivals, such 
as the Eelam People’s Revolutionary Libera¬ 
tion Front (EPRLF) and the People’s Libera¬ 
tion Organisation of Ihmil Eelam (PLOTE). 
The situation in the eastern province, which 
too the rebels claim as part of their eelam, 
is somewhat trickier. The Ihmils, the govern¬ 
ment asserts, do not have a clear majority 
in tire province; they are only about 42 per 
cent of the population there, with Muslims, 
generally known as Moors, constituting 
another 32 per cent. Such statistics, the 
LT1E sneeringly interjects, is sheer fakery, 
since the Muslims, almost,in entirety, are 
also Ikmil-speaking. The authorities in 
Colombo continue to demur: irrespt ctive of 
the language they speak at home, the 
Muslims, in their view, constitute another 
ethnic minority, whose ftfte cannot be left 
to be disposed of by the Tunils. At the 
moment, the fiercest dashes are taking place 


in the eastern province, but the initiatives 
there is no question, passed on to the rebels. 

The Sri Lanka government, to forestall 
eekim, is now quite prepared to make the 
transition from the unitary to the federal 
foim. The nine administrative provinces, 
which at present, for all practical purposes, 
are ruled by Colombo, will, it has proposed, 
be elevated in status: they will have separate 
councils, with one-half of the members 
elected on a territorial ba.sis and the other 
half on the basis of proportional represen¬ 
tation. Each province will hm'e its own chief 
minister. Some constitutional experts in 
Colombo have quickly read up the Indian 
constitution, and in this perhaps they were 
encouraged by New Delhi. The Sri Lanka 
president announced on June 25 last that the 
proposed new provinces can have the same 
powers and functions, legislative and 
administrative, as are moitioned under the 
State List of Indiifs constitution; he was also 
prepared to accept the principle of a Con¬ 
current List a la India; he was equally ready 
to agree to the appointment of a Finance 
Commission at periodic intervals exactly in 
the manner of the Indian constitution, so 
everything should be all right in the best of 
all possible worlds. He is not however 
prepared to hand on a platter to the Ihmils 
the eastern province, which apparently the 
LTTE wants to be joined up with the nor¬ 
thern province into one big integrated pro¬ 
vince over wh'ich they could rule for ever. 

The LTTE is willing to forgo eelam as 
long as the two provinces are combined into 
an impre.ssively sizeable hulk—or so at least 
the Sri Lanka authorities have apparently 
been led to believe by the Indian negotiators. 
This is hard for the government to swallow, 
for the eastern province includes Tfinco- 
malee, the district as well as the port. Apart 
from the location of the naval base in which 
the Americans too take a kindly interest, the 
plurality of the Ihmils in the district is only 
marginal, and to gift it away to the LTTE 
may provoke a backla.sh. The government 
feels less inhibited in offering the middle— 
and by far the biggest—district in the pro¬ 
vince, Batticaloa, to the rebels: in any case 
the Ihmils are a predominant majority here. 
But the LTTE, again going by reports, will 
not touch the proposal to accept only 
Batticaloa in lieu of the whole of the eastern 
province unless a corridor is carved up out 
of Trincomalee to join up the district with 
the northern province. The latest round of 
discussions, between the Tamil rebels and 
New Delhi’s men and between New Delhi’s 
men and the Sri Lanka authorities led by 
president Jayawardene, has been around this 
problem. It is a game of bluff and counter¬ 
bluff. Colombo is for the present given over 
to speculation. Will the LTTE accept the 
position that half an eelam is better than no 
eebml .With economic conditions already 
deteriorsting very fast in the north and the 
east, might it not be difficult for them to 
arrange on their own the resources necessary 
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to back up an insurrectionary war for an in¬ 
definite period? Will they conclude that, 
once they entrenched themselves into pro¬ 
vincial administration, they would have time 
to consolidate and plan a further pustch 
subsequently? Or will they look a gift horse 
in the mouth and discover early enough that 
provincial autonomy as adumbrated in the 
Indian constitution can be a bit of a hoax, 
as the non-Congrcs5(l) state governments are 
discovering to their cost? Will the United 
National Party’s apprehension that it would 
be grist to Sirimavo Bandaranaike’s mill 
dissuade it from making any concession on 
the corridor issue, or will its desperate need 
to usher in peace at any cost be the deciding 
factor? 

Such, then, is the state Sri Lanka is in at 
the moment. The deference accorded in 
Colombo to New Delhi's men has a solid 
material underpinning. If only there is some 
reasonable assurance of restoration of peace, 
the economy, it is argued, will soar. Why, 
tourist earnings, which currently contributes 
to at most 4 per cent of national income, 
could quadruple in a couple of years’ time 
once tranquillity returns to the island. 
Colombo’s bcachside hotels, all huge, new 
and five-star, have an occupancy rate of 20 
per cent, and a few more are still coming up. 
President Jayawardene’s men must have 
done their home work, they are aware that 
the State and Concurrent Lists in the Indian 
constitution have no teeth and no fangs, 
effective power will remain with the federal 
government. If only the Indian authorities 
could bully the hotheaded young men in 
Jaffna or maybe Madras into submission, 
Sri Lanka and the United National Party 
would not need to look back. 

So Colombo waits, the United National 
Party waits, as does the national opposition, 
led by Sirimavo’s Sri Lanka Freedom Patty. 
The opposition in the island is going through 
hard times. Advised by the left from the 
sidelines, Sirimavo, installed as prime 
minister inthe late sixties, played for heavy 
stakes. She went on a spree of nationalisa¬ 
tion, including of the foreign-owned plan¬ 
tations, vastly enlarged social welfare expen¬ 
diture, and opted for a ‘Sinhala only’ 
language policy to drum up enthusiasm 
amongst young men and women belonging 
to the nation’s ethnic majority. She 
straightaway ran into rough weather. The 
Janata Vimukti Peramuna sprang a nasty 
surprise; for a few days in the summer of 
1971, it was touch and go for the system. 
Although Sirimavo managed to put down 
the insurrection, partly aided by generous 
logistical support from Indira Gandhi, the 
lustre of her regime was gone. For Sri 
I^ankans, used to non-revolutionary placidity 
and harmless revolutionary patter, the JVP 
episode was a rude jolt. The trauma persists 
till this day. It is as if Sirimavo and her 
associates were directly responsible for the 
insurrection, for were it not they who had 
unleashed wild populist expectations? 
Nationalisation and the rest of the economic 
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policies raised the hackles of the Wtorld Bank 
and the International Monetary Fund. They 
tightened the screw; given the' relative 
openness of the island’s economy, and the 
sharp rise in public spending, the balance 
of payments position veered from the diffi¬ 
cult to the perilous. Hardships ensued, the 
SLFP’s popularity began to shrink, even 
those Thmils who were instinctive non¬ 
conformists were alienated by the language 
policy. Come the next poll time, Sirimavo 
and her coalition were swept away. 

The United National Party was reinstalled, 
there was a spree of wholesale denationalisa¬ 
tion, the Fund and the Bank came back, and 
the multinational corporations exuded a 
wild, warm fellow-feeling. A raucous inter¬ 
lude saw the enactment of a referendum and 
a new constitution, Sirimavo was stripped 
of her civic rights for a number of years, her 
son and younger daughter openly quarrelled 
over succession, none of this caused any 
ripples any more. For the upper class 
Sinhalese, the good times returned with the 
UNP. The trade gap last year was roughly 
a quarter of national income, but how does 
it matter, expatriate remittances from the 
Oulf countries took care of about a third of 
this gap, the rest was made good by the 
avalanche of foreign assistance, including 
suppliers’ credit. On the capital account too, 
foreign funds have kept gushing in, and you 
need make no distinction bet-wcen portfolio 
and equity investments. The Fund is a stern 
taskmaster; in Sri Lanka’s budget, social 
welfare expenditure has dropped from 10 per 
cent of the total to barely 2 per cent, and 
the once famous rice subsidy scheme has 
assumed the attenuated form of a food 
stamp programme which provides little pro¬ 
tection against inflation. Sri Lankan 
authoijties have however managed to sustain 
the size of the education budget. If you 
know the way, you can always cheat the 
international financial institutions; a 
substantial chunk of the money supposedly 
for rural development projects has been 
made use of to protect ongoing educational 
schemes. The result shows: Sri Lanka’s 
literacy rate is now almost 90 per cent, as 
against India’s less than 40 per cent. 

Meanwhile, with heavy external backing, 
two booms arc competing with each other. 
Even as the nation’s economic infrastructure 
--roads, buildings, irrigation sy$tem.s, power 
networks—expand at a dizzy spell, the 
processing of luxury consumer products has 
also surged forward. Barring the bottom 2S 
per cent, the rest of the population in the 
non-disturbed regions have witnessed an 
increase in their real earnings since 1977. A 
substantial segment of wage-earners have 
gained too. Barring the Tamils, those who 
have failed to garner any advantage from the 
externally stimulated acceleration in 
economic activity are the fixed income 
groups, small farmers and similar others 
with no opportunity of earning from a 
second source. It is no matter: fifteen million 
people arc not a lot; should affluent 


foreigners, the World Btink and the Inter¬ 
national Monetary Fund so intend, they can 
easily ensure that the Sri Lankans are com¬ 
fortably off. Colour .television and video 
parlours are coAtrlbuting their bit for the 
high life in Colombo. It is frozen milk from 
Holland and milk powder from New 
Zealand, while the local produce, coconut 
milk, is being canned by the best known 
Swiss multinational corporation in the line. 
This is also the other reason why New Delhi 
is so keen to advanace the cause of Junius 
Jayawardenc’s government: the latter too 
swears by economic liberalisation and con¬ 
sumer electronics. A government-owned 
shop in Colombo has the alluring name, 
Vilasitha Nivas', next to it is another shop. 
Desire: you are permitted to splash money, 
swoon and die Now and then, there are one 
or two bomb scares, leading to occasional 
road blocks and searches. But these minor 
irritants will go away, and rich foreign 
tourists will come in their hordes, if only 
those bloody Thmils up there north could 
somehow be induced to sign an agreement, 
if only the Indian authorities could frighten 
or persuade them to do so... 

Memory is one of the earliest victims in 
these heady times. It is almost unbelievable 
that only fifteen years ago, the political left 
was on the pinnacle of glory in this island. 
Now not even the memory is left. Most of 
the left groups, benumbed by the prospect 
of imminent seizure of power, went with 
Sirimavo. It was an impressive act of self- 
abnegation, they spurned to have a separate 
programme of their own either. When 
Sirimavo fell, they too stumbled. The 
Sinhalese would for the present .seem to have 
accepted bipolar politics; since in the past 
the left were acquiescers in the arrangement, 
they have little spirit left to protest. The mo.st 
important of the Marxist formations, the 
once redoubtable Sri Lanka Sama Samaj 
Party, is now trying to distance itself from 
the SLFP, and has come out in full support 
of President Jayawardene’s June proposals 
for an ethnic .settlement. The more orthodox 
communists, such as the Peter Keunemans, 
hibernate in dignified retirement. Only a few 
diehard radicals like Sanmugham, who 
broke away from the party in the early 197()s, 
continues to roar; maybe they want to keep 
in practice. And you also have C'handrika, 
Sirimavo’s daughter, who has moved away 
from the mother, and her film .star husband, 
Vijay Kumaratunga, who, unburdened by 
the sins of the past, talk of an impending 
collap.se of the nation’s economy becau.se of 
the UNP’s sell-out to foreigners. They have 
glamour, but, alas, dniy glamour. 

History plays its own little quirks though. 
Colombo’s six hundred thousand people 
wait. Tomorrow is of course going to be 
another day, but whose day? The Viiasitha 
Nivas notwithstanding, one does not quite 
yet know; the high commissioners will there¬ 
fore continue to commute; over and over, and 
the'international departure lounge at Madras 
will retain its desolate, dishevelled look. 



FROM THE IVORY TOWER 


Monetary Targeting and the Banking Sector 

Arun Ghosh 


THE other day, the peace and calm of the 
ivory tower was drowned in a babble of 
voices. Some young friehds who had come 
for an evening's socialisation got worked up 
by a chance remark of mine On reflection, 
it is still not clear to me as to why we all got 
worked up; we were in general agreement on 
the i.ssues except for certain operational 
details. 

Let me explain. We were discussing 
the role of the interest rate in the Indian 
economy, and more particularly, the role of 
banking in spearheading the economic 
growth of the country. Not exactly the best 
of subjects for an evening’s socialisation, but 
there you are. People in an ivory lower tend 
to get their interests warped and nai rowed 
down over time. 

The two points at issue (that evening) 
were, first, the celebrated Differential Rate 
of Interest (DRl) scheme; and secondly, the 
issue of monetary targeting recommended 
by the Sukhamoy Chakravarty Committee. 

First the DR I. introduced after a com¬ 
mittee appointed by the Reserve Bank of 
India had recommended in 1971, the grant 
of credit at a concessional rate ot interest 
to the under-privileged and weaker sections 
of the population. The rate of interest 
charged under the DKI scheme is only 4 per 
cent, but understandably, the commercial 
banks limit such lending to the minimum 
stipulated by the government, which today 
is one per cent of total commercial bank 
credit. 

Thereafter, a whole series of concessional 
rates of interest have been evolved for the 
so-called ‘priority sector’, with different 
(though concessional) rates of interest to 
small farmers, small-scale industries, for 
food credit, et al. The overall percentage of 
credit for the priority sector, however, is 
targeted at 40 per cent of the total bank 
credit. 

But as far back as 1979, the committee 
on controls and subsidies appointed by the 
ministry of finance reported that, for the 
unorganised sector, “it is the quantum and 
speed with which credit is made available to 
them for productive operations that really 
matters, and not the rate of interest. In short, 
it does not help a small artisan to be given 
a small percentage of the funds required by 
him at 4 per cent if he has to turn to the 
traditional moneylender for the test of the 
funds required..." 

Like so many other reports, this one was 
never even considered formally by the 
government. It has been gathering dust in 
the shelves of the ministry of finance library, 
since it was not even released for sale to the 
public. 

But let us consider the principle of the 
matter. The banks are required to tend at 


diverse concessional rates as much as 40 per 
cent of the total credit provided by them. 
This, together with the 37 per cent statutniy 
liquidity ratio (SLR) required to be main¬ 
tained ^ them, puts the banks under con- 
siderablwstrain, but does it help the ‘prioritv 
setior’? Even if it helps a few odd; privileged 
beneficiaries, does it help the cause of pio- 
duction and economic growth? 

To those who are sceptical of the vi.abiliiy 
of loans made to the poorer sections ot the 
population, it may be useful to cite from 
the experience of the Graineen Bank ot 
Bangladesh. That is novel experiment, worth 
emulating, except that we may change 
certain parameters, depending on the situa¬ 
tion The Grameen Bank (of Bangladesh) 
experience has relevance for certain categories 
of people, and has special relevance under 
conditions of total lack of development, of 
even rudimentary employment opportunities. 
It goes far beyond the present plea for 
widening the scope and coverage of commer¬ 
cial bank lending by providing an incentive 
(rather than a disincentive) for such lending 
to millions of small farmers, artisans, 
purveyors of diverse services, who are today 
unable to obtain the credit required by them, 
and who, in the absence of such credit, 
remain below the poverty line. 

The Bangladesh Grameen Bank was 
started in 1979, to provide credit to the 
poorest, landless sections of the population 
in the two districts of Chittagong and 
Tangail, at a commercial rate of ititercst (lb 
per cent to be precise). In a very short period 
of four years, it has shown rapid prsigress.* 
The following figures would illu.straic the 
success of the experiment, as also the validity 
of the basic point that the pootcr iieople are 
not ‘unbankable’ but metely difficult to 
reach. 


1980 1984 

(Feb) 


(1) Number of Grameen 
Bank b.anches 

(2) Number of boi rowers 
from Grameen Bank 

(3) Cumulative amount 
di.sbursed (taka crore) 

(4) Amount repaid 
(taka crore) 

(5) Total ‘savings' of the 
Grameen Bank 

(in Group Fund or 
Emeigency Fund) 


89 

14.830 69,770 
2.1 23.6 

0.7 14.2 

0.2 


What are the principles on which the 
Grameen Bank of Bangladesh operates? 
First, the beneficiaries must be poor, landless 
people—none may have land exceeding 0.5 
acre—with total family assets the value of 
which sould not exceed the value of one acre 


of land. Sccotidly, the beneficiaries must 
form themselves into groups of lt\e persons, 
and loans would be made iriituilly to two 
members of the group, fuitliei loans to 
others being made only after the first two 
start repaying. Thirdly, the loans would be 
repaid at the rate of 2 per cent every week. 
Incidentally, the loans made have been all 
for non-agricultural purposes, in fact for 
immediate cottage industry type production 
operations or income earning services, and 
this has been useful in a situation of total 
undcrdevciopmciit, a pattern which need not 
be replicated, except where a similar situa¬ 
tion prevails. Fourthly, the groups are 
federated into ‘centres’, which elect their own 
chief, and all loans to be granted are con- 
sideicd in weekly meetings of the centre, 
l inally, the Giameen Bank workers have to 
attend these weekly meetings, collect weekly 
repayments and disburse the new loan 
amounts on the spot. 

The loans would get repaid in .50 weeks, 
interest at 16 per cent being payable in the 
I.IS1 two weeks. A 5 per cent deduction is 
made from the piincipal at the time of the 
loan, iliLs sum being the corpus of a group 
lund, at the disposal of the ’centre’. 

From the surveys carried out to examine 
the impact of the operations of the Grameen 
Bank, it is found that so far the experiment 
has been n great suu'css. Defaults in the 
mailer of repayments have been found to be 
less than one per cent, which underscores the 
essential honesty of the poor borrowers, and 
highlights the importance ot evolving ap- 
ptopriate programmes which can help to 
.solve their problems. Incomes of borrowers 
from the Grameen Bank have been found 
to h.ave gone up significantly, ranging from 
50 to 100 per cent. There has been a scaling 
up the net value of output by more than 25 
per cent. By February 1984, nearly 50 per 
cent of the target group in the villages served 
by the Grameen Bank had benefited from 
such loans. 

LESSONS OF B.XNGI ADliSH F-XPtRlMENT 

One does not have to totally replicate the 
experiment of the Bangladesh Grameen 
Bank, although it has several lessons in 
regard to the manner of operation of any 
programme of financing of rural develop¬ 
ment. In particular, the idea of ’group 

* See, “An F.valuation of the Impact of the 
Grameen Bank Project” by Dharam Ghat, 
March, 1984: undertaken at the instance of 
the IFAD, anil publi.shed by the Grameen 
Bank; 2g, Shyamoli, Dhaka 7. See also, 
“Grameen Bank Project in Bangladesh- -A 
Poverty Focussed Rural Development Pro¬ 
gramme", by Muhammad Yunus (Project 
Director), March 1982 (pub: Grameen Rank); 
and “Credit tor the Rural Poor- The Ex¬ 
perience of Grameen Bank in Bangladesh", 
by Mahihub Hossain; Bangladesh Institute 
of Development Studies, Dhaka, Ociobet 
1984. 
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loans—which need not necessarily be made 
sequentially to individuals <n a group but to 
groups (for jointly held assets like tubewells), 
an experiment already tried successfully in 
West Bengal—as also the basic point that 
we have to take banking to the doorstep of 
the clients, these are obvious lessons. Of 
course, there would arise genuine problem.s 
if we want to merely replicate the Crameen 
Bank procedure. One cannot upscale the 
operations of the Grameen Bank without 
making a serious effort to raise the produc¬ 
tivity of agriculture. This would call for a 
number of modifications; in regard to the 
maximum asset-holding of potential bor¬ 
rowers, in the matter of loan size as well as 
repayment .schedule, etc. In the case of the 
Grameen Bank of Bangladesh, all the loans 
have so far been made for non-agricultural 
purposes, mostly cottage industry and small¬ 
time trading operations. 1 he .scope has to 
be made wider if we want to make a longer 
period impact, and raise the very level of 
demand in the rural areas. 

But the chief lesson of the Bangladesh 
operation is that even the poorest borrowers 
do not need a subsidy if they can be found 
viable occupations and if they have access 
to credit. In India, we have an additional 
facility. Where a subsidy is deemed to be 
essential, we have the IRDP under which the 
poor can be subsidised directly. 

The other lesson of the Bangladesh opera¬ 
tion is that banking operations in the rural 
areas can be carried on a shoe-string budget 
(in regard to administrative expenditures) 
provided that the people themselves, the bor¬ 
rowers can be got involved; and group 
pressure—whether through the panchayats 
or otherwise—can be expected to exert 
pressure for loan repayments. 

To return to our theme, it is the total 
volume of credit and its timely availability, 
and not the rate of interest—provided that 
the interest rate is not extortionate—that 
would really matter in promoting the growth 
of viable economic activity in the rural areas. 

For many producers today, one may have 
to combine other types of assistance. For 
some, one may have to arrange for the 
supply of raw materials and other inputs. 
Some others may need marketing assistance 
Some others may need training in better 
skills. But there exist diverse agencies pur¬ 
porting to achieve the.se objectives, only their 
efforts are not co-ordinated. Extension 
services for farmers are not combined, with 
the grant of credit. The same goes for the 
efforts of other agencies. The reqtuted co¬ 
ordination may bezlifflcult to achieve under 
the present regimen. In any case, where the 
banks plough a lonely furrow, such co¬ 
ordination is uniikeiy to be achieved, and 
their loans may continue to be non-viable. 

But the required co-ordination can be 
easily achieved through district and block 
level planning exercises, where all agendes 
work together. In the event, it is not the 
supply of credit at conces.sional terms that 


would be necessary but the supply of credit 
in the right amount and in a timely manner. 

To repeat, the present wide array of con- 
cessiond interest rates is not necessary. The 
present system needlessly favours a few for¬ 
tunate beneficiaries. What is required is a 
significant increase in the total volume of 
lending for this hitherto neglected sector. 
One inhibition to such lending, namely, the 
concessional rate of interest for the priority 
sector, is a meaningless policy measure, and 
should be done away with in the interest of 
the benefleiaries themselves, so that the 
banks can come forward to voluntarily 
increase their lending to this sector. 

Indeed, we may need to go further. As at 
present constituted, the banks are not quite 
attuned to going out for finding borrowers, 
especially in the rural areas. There is, 
therefore, a case for making it worthwhile 
for banks to do so, by being given sl subsidy 
by the central government on the additional 
credit made available by them to the ‘priority 
sector’ the definition of which may be made 
stricter and narrower. The gover.imcnt of 
India today subsidises all manner of acti¬ 
vities. This suggested subsidy would be for 
a really good purpose; and may act as the 
catalytic agent for sparking off a lot of new 
employment and income generation in the 
rural areas. 

At first flush, the idea seems to be dif¬ 
ficult to accept. How can the government 
be asked to subsidise the banks? And that 
too for a purpose which should be pursued 
by the banks? But calm reflection would 
suggest that the idea is not chimerical. To 
begin with, at any rate until such time as 
banks can adjust themselves, the costs of 
such banking operations may be higher than 
for making loans to large borrowers in urban 
areas. Secondly, they have not only to gear 
themselves to the new task, they have to 
basically re-orient their thinking in a totally 
new direction. Finally, today, banks lend to 
the priority sector under compulsion. The 
idea is to make it profitable and worthwhile 
for ^he banks to seek out such ‘priority bor¬ 
rowers'. Of course, the definition of the 
priority sector would need to be drastically 
reviewed, if a subsidy is to be given to banks 
for such lending. 

One fealises that this new concept will not 
Hnd ready acceptance. What are the other 
steps one should take if the basic objectives 
of growth of employment and income in the 
rural areas is to become a reality? 

INTEREST RAreS 

. We had stated earlier that the poor bor¬ 
rowers do not heed a concession^ rate of 
interest. But what woidd be a reasonable rate 
of interest for such borrowers? Hie tnlth is 
that the rate of interest in India todqr is very 
high; and apart from inhibiting growth, it 
raises the cost structure, and even fuels ah 
inflationary rise in prices. This is too long 
and too complex a subject to be discussed 
fully here, but a few points may be adduced 


in justifleation of this statement. 

The report of the Committee to Review 
the Working of the Monetary System, ap¬ 
pointed by the Reserve Bank of Iitdia (I98S), 
in brief the Sukhamoy Chakravarty report, 
has opined that the long-term real rate of 
interest in India—for purposes of govern¬ 
ment borrowing—should be 3 per cent. One 
may recall that before the Sroond World 
Y%r, the late Sir Chintaman Deshmukh had 
initiated a Bank Rate of 3 per cent. That was 
in the days before inOation. 

The Chakravarty Committee has also 
opined that an annual price increase of 4 per 
cent per annum may be permissible, indeed 
desirable, in order to allow for relative price 
adjustments in a growing economy. The 
desirable nominal long-term interest rate 
should then be some 7 per cent. 

But we all know that the actual rate of 
inflation may be higher than the desirable 
rate of 4 per cent. The government, one may 
assume, is unlikely to countenance a double 
digit rate of inflation. Let us then assume 
that the actual rate of inflation may be 
double the desirable rate; or. say. 8 (>er cent. 
On this reasoning, the long-term rate of 
interest on government borrowing should be 
II per cent, as compared to the present rate 
of 10.5 per cent. 

The Chakravarty Committee has also cer¬ 
tain far-reaching suggestions in regard to the 
entire structure of interest rates, the lending 
rate of commercial banks, and the medium- 
term deposit rates of the latter. The last 
mentioned rate should be fractionally lower 
than the long-term borrowing rate of the 
government; in fact different interest rates 
ought to have some links with each other so 
that government paper can become nego¬ 
tiable instruments freely bought and sold in 
the market. That means the rate on 5-year 
deposits with commercial banks should be 
fractionally lower than II per cent. Today’s 
rate is, in fact, 11 per cent; and we may for 
the moment let that pass. 

The Chakravarty Committee has also 
recommended that the minimum rate of 
lending by commercial banks should be 2 
per'cent higher than the maximum deposit 
rate paid by themt This rate should apply 
to commercial ‘bills’ drawn up (by industry) 
for procurement of raw materials and other 
exper,;m incidental to current operations and 
production. The rate for cash credits would 
be higher, in order to encourage the growth 
of the bill market. 

Now arise some important issues. First, 
the lem&Agiw for sm^l borrowers, we have 
aigued earheh need hot be concessional. But 
shoidd foey ^ higher? Obviously not, for 

■ eild amoum to diserimination against 
it btxrrower who, as we have seen, is. 
wnest. There is no reason why the 
rrate of commercial bank lending 
be aiQT higher than 14 per cent, which 
late should apply to the target group Of bor¬ 
rowers we have in mind. This would toot be 
a concessional rate of interest, but at this 
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rate the total genuine need for credit 
(required by the small and marginal farmer, 
the small artisan, et al) should be fully met. 
The requirement of cre^t should in the event 
be quite large, calling for a significant 
expansion of credit. 

This is where our policy-makers, as also, 
indeed, their advisers, including Sukhamc^F 
Chakravarty—/mce his report—have all 
al;ong been grievously wrong. There is today 
iro plan—not even any recognition of this 
need—as to how this additional requirement 
of credit is to be met. Instead, in the interest 
of monetary targeting, that is of maintaining 
an overall increase in money supply consis¬ 
tent with the desired rate of inflation of 4 
per cent, the Chakravarty Committee has 
recommended that the rate of interest on 
commercial bank lending should be adjusted 
upwards so as to keep in check the creation 
of credit, in keeping with the overall target 
of money supply. 

But this is typically like throwing the baby 
out with the bath water. We ail know that 
increased money supply in India emanates 
from fiscal deficits of the central govern¬ 
ment; and we also know that no amount of 
jugglery to make government securities 
acceptable as financial instruments, and 
therefore usable for mopping up private 
saving.s can help in that context; all that can 
happen is a severe restriction of credit for 
the private sector. What would then happen 
can be forecast by even a layman; credit 
availability to producers generally, and small 
producers in particular, would be snuffed 
out. 

We all know that with the long-term fiscal 
policy moderating the possibility of raising 
additional resources for the public sector, 
with the runaway increase in defence outlay 
and expenditure on internal .security—both 
holy cows—and large ‘give aways’ in terms 
of the Fourth Pay Commission report, 
there is already a crunch of resources for 
development. Indeed, the White Paper on 
Administered Prices made out a case for 
raising resources (for the plan) through 
increases in administered prices, as the only 
option available if the plan were not to be 
cut. This is ominous as it is. And now there 
is the signal from experts to apply the 
squeeze on credit, by a raising of interest 
rates. 

We are not discussing monetary policy at 
this point of time, but it must be stressed 
that such a policy would be disastrous for 
a developing economy, and in any case, 
would be tantamount to abandoning the 
plan. The shadow of Milton Friedman is 
now all too visible in our official policy. 
Despite the excellent analytical framework 
for the determination of interest rates given 
by the Chakravarty Committee, the com¬ 
mittee has slithered back to conservative 
wisdom, and we are to see a hardening of 
the interest rates, and a rationing of credit 
through interest rate changes. If this be the 
policy of 'he government of India, there 


would be little hope lor the under-privileged 
sections ol the population, no matter wliai 
brave announcements are made by the 
establishment in regard to poverty allevia¬ 
tion programmes. 

It must be emphasised that a raising of 
interest rates is not necessary for tapping 
higher savings. One must go back to funda¬ 
mentals. .Savings are not a function of the 
rate of interest, though where savings arc 
likely to be channelled is of course, a func 
tion of relative interest rates, of the nsvei 
preferences of the community, and the 
liquidity of different forms of assets. 

As the example and experience of the 
Bangladesh Gramcen Bank has shown, we 
can tap savings even from the poorest by 
raising their incomes, and instilling in them 
a hope for the future. There can be no saving 
without income. 

And when incomes rise as a result of 
credit creation, the latter is not inflationary. 
Inflation is the result of unproductive expen¬ 
diture, be it for a competitive arms race, or 
for placating the civil service by giving it a 
bonanza beyond the recommendations of a 
generous Pay Commission, or even foi .such 
interesting schemes as the dissemination of 
the diverse patterns and heritage of culture 
in different parts of this sub-continent befoic 
a blase Delhi public. 

liNMtr Di-mand for Crfdh 

But we are wandering from the main issue. 
Where does our earlier reasoning lead us? 
We still have a large population below the 
poverty line. Their productive capacities and 
energies arc today not utilised to the full. 
Some of these people merely need credit, 
which they arc unable today to secure; they 
have their crafts and skills, but only lack 
finance There are some who need more than 
merely credit; they may have to be trained, 
and given the skills they are capable of ac¬ 
quiring but which they lack as of now. Some 
others may need, in view of the imperfec¬ 
tions of the market, assistance by way of raw 
material supplies and/or marketing of 
their products. In essence, they need a 
better infrastruaure, as also credit. The 
interesting point is that there exist diverse 
agencies purporting to provide assistance of 
various kinds, but their activities are not 
co-ordinated. 

There is thus a large, genuine demand for 
credit which is not met today by our official 
institutions, and there is also a large latent 
demand for credit from those who need a 
hdping hand to put them on the road to 
vudnlity. The total demand for credit which 
remains unmet today is quite substantial. If 
SO million small producers below the poverty 
line—actually, the number may be larger, but 
numbers need not detain us—require, say, 
Rs S,000 each on an average, the total addi¬ 
tional credit required would be a colossal 
Rs 2S,0(X) crore There is, of course, no hope 
of such a large demand for additional credit 
being met, nor would that be either feasi¬ 


ble or even necessary. But a phased pro¬ 
gramme over a period of five yeais should 
be (a) manageable and feasible trom the 
banks’ point of view, and (b) feasible also 
from the point of view of the economy as 
a whole. There are today more than 25,tKX) 
bank branches in the rural areas, if a fifth 
of the target group (that is, around 10 
million producers) is to be tackled every year, 
this would involve only some 400 new 
accounts per bank branch per year on an 
average. Is this too much to ask for, provided 
that viable schemes can be found? The only 
two relevant questions would then be; how 
is one to suddenly find so many viable bor¬ 
rowers; and what would be the inflationary 
impact of the additional credit created. 

This is where we come back to an earlier 
proposition. But first, if the ‘lead banks’ 
have been doing their work—it is known that 
they started on the right track but .soon gave 
up because nothing really transpired—it 
should be possible to identify the type of 
schemes for which loans can be made with 
reasonable assurance as to the viability of 
the projects financed. Secondly, we now have 
an organisational base for .such identifica¬ 
tion of schemes as well as beneficiaries. The 
Fanchayati .system (where it has been work¬ 
ing stitisfactorily. as in West Bengal and 
Tripura), the district and block level plan¬ 
ning machinery where it exists—and today 
such m.achinoty c.xi.sts in quite a few states — 
and finally, the extant administrative 
machinciv where neither of the above 
institutional desclopments can be made use 
of, aided by voluntary agencies which could 
help to identify both viable schemes and the 
potential beneficiaries of credit. The banks 
need only wot k m co-operation with all such 
agencies. 

Two points need emphasis here. To the 
extent that there is no concessional credit in¬ 
volved, the urge for misrepresentation on the 
part of well-to-do borrowers masquerading 
as under-privileged borrowers would not be 
there. Further, this is where the subsidy given 
to banks on loans to be made to this sector 
would really come into play. As we had sug¬ 
gested earlier, the definition of the 'priority 
sector' should now be made tighter. Bankk 
would no longer be required to make loans 
to the needy sections at a lower rate of 
interest. But where they seek out such clients, 
and put them on the road to economic 
viability, they would be given a sub.sidy (sug¬ 
gested by us at 2 per cent of the outstanding 
amount of such loans) by the government. 
The banks would have to take the commer¬ 
cial risk of non-repaymem, which means 
they would carefully assess the schemes for 
which loans are sought. To this extent, there 
would be a substantial dilference between 
the Bangladesh Gramcen Bank operations 
and those suggested here. But there would 
be a similarity. Such banking operations 
would not succeed unless banks start going 
to the clients, rather th.in the other way 
round. Instead of barefi' n bank workers as 
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in Bangladesh, they may be bank .jgenis un 
bicycles. They may with advantage seek the 
help and guidance of the local planning 
authorities, of the local administration and 
of the panchayats. But in the final analysis, 
they have to make the loans and to monitor 
them. T he subsidy of 2 per cent has to be 
earned by them. 

There should ari.se no inflation as a result 
of the additional credit so created, lb repeat 
a point made earlier inflation can result 
from unproductive expenditures. Inflation 
can also arise from even productive expen¬ 
ditures where such expenditure is on projects 
with a very long gestation period. That is 
not to suggest that infrastructure should not 
be built up, even though the build np of 
infrastructure may involve a long gestation 
period. But credit of the type suggested is 
not likely to be inflationary. Most invest¬ 
ments to be made under this scheme would 
have a gestation period of one year oi less. 
Where production credit is required, the pro¬ 
duction cycle would be considerably less 
than a year. The additional output generated 
as a result of the grant of the credit should 
be more than adequate to counter any 
increase in money supply arising as a result 
of the credit creation. 

No Bankurs of Vision? 

But this calls for a reorientation of the 
methods of operation of the large banks 
whom we arc now addressing. They have 
been attuned to handling large accounts in 
urban areas, with a highly paid bank staff. 
What we need is something on the pattern 
of the Bangladesh Grameen Bank opera¬ 
tions, and their operational methods. In 
Bangladesh, the Grameen Bank was evolved 
on totally different principles from the usual 
banking procedures. If we want a massive 
flow of credit, we need to think of finding 
some way to combine their procedures with 
the need to evolve a system which can grow 
in size. 1'here are many pitfalls, and the task 
is not likely to be easy. But then the task of 
developing a large (and disparate) economy 
like India cannot be easy. We hrave reached 
a sort of plateau in our growth of late 
because we are yet to harness the energies 
of a large section of our workforce. This 
requires effort on the part of many; but to 
the extent that banks are in charge of credit, 
they have a crucial role to play. If they need 
to reorient themselves, it is time this issufc 
were raised, and serious thought given to 
ways of achieving the necessary changes. 

But none of this is possible in the frame¬ 
work of banking and credit policy as 
envisaged in the Sukhamoy Chakravaity 
report. Monetary targeting of the type 
recommended will not lead us anywhere 
except the quagmire of stagnation. Milton 
Friedman is not a suitable seer for India. 

The other evening, my young friends and 
I were agreed on most of these points. Where 
we disagreed was in the possibility of the 
banks—our scheduled banks as currently 


constituted - doing anything to further the 
objectives oudined above. And young people 
are vociferous. They have every right to be, 
considering the mess the country is getting 
into, day by day. 

But is it too inucli to ask our banking 
pundits to start thinking on new lines? 
Surely, even the banks today have a percen¬ 
tage of the angry men (and women) of the 
type I encountered the other day, who are 
impatient, who are keen to see this country 
move forward? 

But they need a lead. Such a lead has not 
unfortunately come so far from the stalwarts 
either of administration or of the advisory 
bodies. 


NUCLEAR NOTEBOOK 


But considering the increasing spate of 
sickness of our industrial undertakings, the 
competing demand for savers’ funds from 
company deposits, the six yearly national 
savings certificates, et al, and considering 
also the possibility of a decline in the 
demand for credit horn good clients (who 
may be increasingly seeking public deposits 
to meet their credit requirements), the 
healthy growth prospects of commercial 
banking may indeed be bleak unless they 
strike out in new, unconventional directions. 

Are we not left with any bankers of vision 
who can take the lead in the matter of 
acceleration of rural credit? Is the spirit of 
the pioneers of the erstwhile Syndicate and 
Canara Banks totally dead today? 


The Kaiga Story 


Praful 

AFTER battling it for months, the depart¬ 
ment of environment (DOEn) of the govern¬ 
ment of India has finally genuflected before 
the department of atomic energy (DAE) and 
cleared the controversial Kaiga nuclear 
power project in north Karnataka. The deci¬ 
sion to grant approval to the 2 x 235 
megawatt station was taken, as most such 
decisions tend to be taken nowadays, at ‘the 
highest political level’. The manner in which 
it was reached is itself illustrative both of 
the way the DAE functions and of the nature 
of the process of nuclear decision-making 
in the country. 

In the first place, what is remarkable 
about the Kaiga epi.sode is that the DOEn 
should have raised an objection to the DAE’s 
proposal early last year. Such a thing was 
of course wholly unprecedented: the power¬ 
ful nuclear establishment of the country had 
until then never had occasion to be question¬ 
ed by another department of the govern¬ 
ment. But, secondly, it is equally noteworthy 
that the DOEn’s objection was not ba.sed on 
a questioning of the safety of the DAE’* 
nuclear reactors, nor on the potentially 
adverse impact on the environment of 
accidental releases of radioactivity from the 
proposed station. Rather it was focused 
more narrowly on two issues. The first 
related to a dispute over the interpretation 
of an earlier clearance granted by the DOEn 
to the two proposed reactors, as distinct 
from the project as a whole, which includes 
besides reactors, several auxiliary facilities 
and an entire new township complete will 
a housing colony, schools, markets banks! 
and provided with approach roads and a 
civic infri^^ture. The DAE interpret^ the 
clearancfWr reactors as being synonymous 
with approval for the project as a whole, 
although there is a substantial difference 
between the two. The DOEn disagreed. 


Bidwoi 

The second componciu ul ihe DOEn’s 
objection pertained to one aspect of the im¬ 
mediate impact of the project on the local 
environment, in particular the destruction 
of a tropical rainforest in the Kaiga vatlc>' 
ofll ttarajKarnataka ihattheconstructionof 
the housing colony would involve. The DAL 
wanted to site the colony, occupying over 400 
acres of land, on top of a hill about 30 km 
away from the plant, rather than at Mallapur 
village adjacent to it. Interestingly, several 
of DAE engineers were themselves opposed 
to the location insisted on by Ihe DAE 
secretary. Raja Ramanna, as that would 
involve an hour’s drive along hilly slopes and 
bends to reach the plant proper from the 
colony. They argued that locating the 
housing complex so far away could make no 
sense in simple operational terms, especially 
in case of an emergency at the plant. 

But even more interestingly, Ramanna 
urged that the ’prestigious* project demand¬ 
ed an equally special, indeed unique, site for 
the colony, even if that meant the wanton 
destruction of hundreds of thousands of 
trees, cutting up a lush-green hill and expos¬ 
ing a reserved virgin forest to encroachment 
by contractors. With its degraded forest, 
Mailapur, he said, was like ‘a slum’; he owed 
it to the OAE staff to ensure that they don’t 
have to live in a slum. Hence, they must be 
given the best, thi most spectacular, loca¬ 
tion with a panoramic view of the entire 
Kaiga valley. They deserved a new hill 
station. Besides, siting the housing colony 
the hilltop would obviate the need for 
ireonditioners. And in any case, the DAE 
''would plant many trees and beautify the 
area; had it not done so on the pretty 
campus of the BARC at Ttombay? 

•The DOEn, for its part, conceded that the 
potential benefit from the project to a 
certain extent justifies its environmental cost 
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in the form of destruction of the rainforest; 
but it argued that the destruction ought to 
be limited by siting the housing colony at 
Mailapur. it also maintained that ihe 
clearance granted earlier to the two reactors 
was not tantamount to approval for the 
colony and approach roads as well; and it 
pointed out that the DAE had not even 
bothered to submit a complete proposal 
before announcing that it was going ahead 
with the project, starting, inevitably, with the 
housing colony. In its Performance Budget 
for 1986-87, the DAE had already announ¬ 
ced commencement of work on Kaiga and 
allotted funds without waiting for the 
DOEn’s clearance. 

As the battle reged on, the piiine minister 
himself told the Lok Sabha on November 12 
that the centre had not till then taken a 
decision on the location of an atomic plant 
in Karnataka. “We will definitely consider 
the location of the plant on the merits of 
the case”. He also said that India “has one 
of the best safety record.s in atomic energy”, 
“but there is one area where we have a 
weakness and that is our capacity to cope 
with the situation in case of an accident”. 

But exactly four days later, the DAE 
‘clarified’ that the Lok .Sabha report by a 
news agency (PI I) was incorrect and that 
“the ('fiitrc' (whatever that may mean) had 
already announced “its decision to set up a 
nuclear power station at Kaiga in 
Karnataka". 

Meanwhile, picssure mounted on the DAE 
to give up the hill station plan and agice to 
locate the housing colony at Mailapur. It 
agreed to do so at the intervention of the 
prime ministci's secretariat. The DOEn in 
turn dropped its objections and cleared the 
project. The trade-off, however lop-sided it 
might have been, was completed. 

1 he whole episode not only highlights the 
arrogant posture of the DAE—a charac- 
tcMstic of the department which has always 
resisted scrutiny by any other agency. It also 
e.xposcs the sloppy nature of the system of 
environmental impact assessment that is 
prevalent even in respect of projects ba.sed 
on hazardous technologies. Kaiga is indeed 
a prime example of a project that should 
never have been cleared on environmental 
grounds. 

There ate several persuasive reasons why 
the project proposal should have been rejec¬ 
ted outright. First, the Kaiga valley probably 
has the last vestiges of a tropical rainforest 
left in one of the more vulnerable parts of 
the Western Ghats, themselves among the 
niost gravely threatened ecosystems of the 
country. It is impossible to regenerate a 
virgin rainforest: a forest is not just a planta¬ 
tion. There is thus a strong case for leaving 
undisturbed a delicate and precariously 
balanced tain forest-based ecosystem by 
disallowing all industrial or mining activity 
in the area. 

Secondly, the project is located within a 
SO km distance from no fewer than six reser¬ 
voirs on the Kali river; it will itself draw 
water (for ftnal removal of the heat genera¬ 
ted in the reactor) from the proposed Kadra 


dam to be located next to it If past ex- 
pciicrice with icservoiiv in ihc Ueic,in 
Plateau region in paiticulai, wiih the 
Koynu and Panslict darns and the dis.isicis 
lhai befell them is any guide, the Kaiga site 
must be eonsidcicd problematic tioiii the 
geological point ot view. 

Thirdly, the site falls within scisniic zone 
111, close to its boundary with zone 11, 
according to the levised Seismic /avning .Map 
of India (15: I89.t- 1975). A primaiy deep- 
seated nortliwc.si southeast fault, lellcciod 
in Ihe ONGC’s lecionic Map of India, 
which tuns Iroin near the Cauvery basin up 
to Katnagiii, lies lUst about 70 km northeast 
of Kaiga. I here is another northea.st 
southwest trending fault passing through the 
Tungabhadra river and close to Raichui; this 
is also within 70 km of the site And yet 
another northea.si southwest trending fault, 
postulated by Ihe Geological Survey of 
India, which runs up to the Tungabhadra 
dam and curves down towards Nagarjana- 
sagar is only 60 km southeast of Kaiga. 

In addition, there are four other faults 
which lie within 25 km to 115 km of the 
Kaiga plant site. A UNESCO expert, Gubin, 
who studied the Koyna aent. suggests 
another Wcsiein Ghats fault, fiom Panvel 
in Maharashtra to Calicut in Kerala, cmcig- 
ing from beneath the Deccan traps near 
Savvantvvadi, just 25 km east of Ihe site. It 
is postulated that Ihc Koyna fault which lies 
225 km northwest of Kaiga is an extension 
of ihc Western Ghats fault. Besides there arc 
several clusters ol earthquake epicentres 
dose to Kaiga with magnitudes going up to 
5 on the Richter scale. 

Fourthly, as if this were not bad enough, 
the Kaiga site is less than ?0 km, as the crow 
flies, from the massive naval base coming 
up at Karwar. Thus, the plant is potentially 
an important military target in the event of 
war. It needs no deep analysis to prcd' .-i 
what the dropping of a few small conven¬ 
tional bombs on the Kaiga reactors would 
achieve; it would precipitate a disaster much 
worse than the Chernobyl catastrophe, 
poisoning vast stretches of land and con¬ 
taminating the ail, water and the foodchain 
with dangerous radionuclides for decades. 

And finaUy, even if the problems posed 
by the destiuction of Kaiga's tropical rain¬ 
forests and by the displacei.ient of thousands 
of people from near the site were somehow 
to be solved, or rathci, to be ignored, the 
basic question of nuclear safety would still 
remain. There are three components to this: 
the generic problems of nuclear reactor 
safety; the specific features of the CANDU 
design which themselves posit the possibility 
of a Chernobyl-type accident; and the DAE's 
own record in matters of nuclear safety. 

Along with 150 serious nuclear accideni.v 
all over the world. Three Mile Island and 
Chernobyl have shown that no reactor 
design anywhere in the world is acceptably 
or reasonably safe. It has also become clear 
that the prevalent designs have all matured, 
i e, reached the limits of their potentialities 
and cannot be improved significantly any 
further for safety. 


The C.WDlJ devign basid on natural 
iiianiiitn us fuel and heavy \v<i!(i us niodeia- 
lor and coolan(--which the DM has bor¬ 
rowed fioiii Canada, bus some distievsing 
leaturcs, most importaiulv, a "posiiivc void 
coefficient ot leaciiviiv" (a cliaiacteristic 
that ensuics ifiui u powci suige in tlic reuctoi 
leads to the tormation ot more bubbles in 
the coolaui which in luin only leinlorees the 
surge and precipitates a ruriawuy iiudcar 
reaction leading to a potential fuel melt¬ 
down). This feature the (.’ANDU reiuor 
shaics with the Chernobyl-type design, 

.\nd as for the DAE's own appalling 
safely record—documented in "The State of 
India's Environment: The Second Citizens’ 
Repoit” of the Centre for .Science and 
Enviioniiient and elsewhere— the less said 
the belter barring that it inspires no con¬ 
fidence whatsocvei. Just the contrary; it 
would be perfectly icasoiiable for the people 
living close by to apprehend that the Kaiga 
station will jeopardise their safety and well- 
heing, by exposing them to ‘foutine--but by 
no means harmless—release? of radio¬ 
activity into the air and watei, poisoning the 
land, vegetation, water and animals and, 
most ol all by piesenltng to them the per¬ 
manent threat of a catastrophic accident that 
could spell the death of tens of thousands. 

Such thieats become all the more menac¬ 
ing because, as Rajiv Gandhi has himself 
conlesscd in a lucid moment, there is simply 
no plan loi evacuation and because of the 
“weakness" til “our capacity to cope with 
the situation in ease of an accident”. It 
hardly needs to be added that in a thickly 
populated and piimarily agricultural or 
biomass-based countr). the human and en¬ 
vironmental consequences of a nedear 
accident will be incomparably worse than in 
Europe. 

It is precisely on account ol such con- ■ 
sideraiions that a popular movement- to 
resist the Kaiga project has novv arisen in 
Karnataka. At least three organisations have 
emerged in the state which have been cam¬ 
paigning against the Kaiga project. Besides 
criticising Ihc proposal on grounds of safety 
and lack of manageability, they have also 
persuasively shown that the project has little 
relevance for Karnataka's energy needs; 
indeed that it is not even necessary. These 
groups appears to have .stiiick roots among 
the local population; no fewer than 1,00,000 
people have signed a petition agaimst the 
Kaiga station. 

One vvould had hoped that the govern- 
meiu, in particulai ihc DOEn, might at least 
in token rccogniiion ol and in the wake of 
the Chernobyl catastrophe take their argu¬ 
ments into corisideiai’.<m before clearing the 
piojcct. Ceiiamlv. with suth a strong case 
against it, Kaiga ai leaat dc.served a vvidc 
public debate, it not a sustained public 
hearing on the qiiestion of nuclear safety 
and the loca' ion of atomic power stations. 
But that w.»s not to be. Clearly, the DAE has 
once again had its way, this time at the 
expense of the people of Karnataka and at 
the cost of the safety of the millions who 
live in the Deccan or close to it. 
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REPORTS 


Who Gains from Drug Policy Liberalisation? 


THE maniitiiLiun- o! .lint’s and the phar¬ 
maceuticals w.is icctilaicd under the rules of 
Drugs and C osnictics Act, 1940 « hich made 
it ncccss.iis for the inanuf'act'urcrs to obtain 
neccssais licences Irom the state diug con¬ 
trol Jill homy only. On May 8, 19.52 drugs 
and plijniuccuticals wetc put under the first 
schedule ol the Industries (Devclopineiii and 
Kc.uulaiion) Act. 19.^2. .According to this Act 
all nianutacturers escepting those registered 
under the District Industtics Centre (Small 
Scale Industries) vsere supposed to apply for 
registration certificate and industrial 
approsal.' 

In a meeting of the licensing committee 
held on November 23, 1953 implication of 
the term “New Article" was defined and 
certain parameters for e^emption Irom 


I Cuba 

was also not acceptable to the multi¬ 
nationals. The jicensing regulations were 
repeatedly flouted by the multinational drug 
companies. In 1980 the government sur¬ 
rendered further—-the Department of Indus¬ 
trial Development atid a Special Task Force 
studied the situation and the department 
announced a new industrial policy in 
October 17, 1981. Through this policy, the 
government provided for the Recognition of 
excess Industrial Capacity (RIC) or Recogni¬ 
tion of Exces.s Production (REP) over the 
licensed capacity. This policy declaration, in 
fact had reversed the provisions of the Drug 
Policy, 1978. Where the multinationals were 
allowed lo produce formulations to the ratio 
of live limes the bulk drugs. They had been 
superceding this ratio many times and the 


government regularised this violation con¬ 
tradicting their own policy. 

In spite of ail such liberalisation and 
surrender to the pressure of the industry the 
government could not force the multi¬ 
national to bother too much about licensing 
procedures. 

In fact, the government confessed that in 
1982 a scrutiny revealed that 19 foreign com¬ 
panies produced 211 items without any valid 
industrial approval (table, 1).^ 

All the above proves that the government has 
failed to enfoice any effective licensing 
control on the multinational companies but 
has surrendered bit by bit to their pressure 
leading utlimately to dclicensing. 

Dei ic'LNSiNfi 

According to. the industrial policy 
declaration^ the principal aim of licensing 
is; 

a) Utilisation of indigenous capital and 


obtaining such registration certificates were 


Table 1 


also decided. Between 1953 and 1966 only 17 
multinational companies applied tor such 
exemption, all others ignored/violated the 
government directives. 

hot enforcement of the Industries (Daiid R) 
Act, the government had to rev ise ihe esemp- 
lion limit for fixed assets of the companies 
in the following manner; 

Jamiaiy, 1964 ; Rs 25 lakh 
Februaiy, 1970 ; Rs 1 ciorc in each 
application 
April, 1978 ; Rs 3 crore 

August, 1983 ; Rs 5 crore 

The Industires (D and R) Act was so 
rampantly violated that the government had 
to adopt a makeshift airangement for a face¬ 
lift of the law and named it as Carry on 
Business (COB) Licence. One of the objec¬ 
tives of such licence is; 

In the case of an industrial undertaking 
required to be registered under Section 10 of 
the Industries (D and R) Act, which has not 
been registeied within the time fi.xcd for the 
purpose of cariying on the business of the 
undertaking after the expiry of such period. 
In 1978 Diug Policy the government, for 
the first time, announced the sectoral reser¬ 
vation of the production of bulk drugs, for 
the public sector, the Indian sector and open 
to all sectors.'^ 'I'hc list of drugs under this 


SI Company 

No 

RC 

Item 

Commen¬ 

cement 

Claimed 
under Ex¬ 
emption 

Change 
in Com¬ 
position 

New 

Articles 

Total 

1 Hindustan Cl BA Oeigy 

— 

— 

11 

— 

5 

16 

2 Ptizer 

26 

Between 

61-70 

— 

6 

— 

32 

3 Burroughs Wellcome 

3 

Not given 

— 

— 

17 

20 

4 lohnson & Johnson 

- 

— 

— 


9 

9 

5 Richardson Hindusthan 



2 


— 

2 

6 Smith Kline and French 

— 

— 

4 

— 

— 

4 

7 Boots 

1 

Between 

53-60 

— 

2 

— 

3 

8 Bayer 

— 

— 

— 

2 

— 

2 

9 Wyeth l.ab 

— 

— 

— 

3 

— 

3 

10 Sando/ 


— 

— 

2 

__ 

2 

11 Roche 


— 

7 

1 

— 

8 

12 Id 

— 

— 

1. 

— 

— 

I 

13 Cyanamid 

— 

— 

2 

— 


2 

14 Parke Davis 

1 

NA 

— 

— 

9 

10 

15 Abbott lab 

— 

~ 

— 

1 

— 

1 

16 Rallis 



— 

4 (bulk) 

_ 

11 

17 Bochringer Knoll 


— 

1 

7 (formula¬ 
tion) 

— 


18 Uupliar 

35 

after 

1960 

— 



35 

19 Astra IDL 

49 

16 after 
1970 

— 

— 


49 


Tabi f 2; Capacity Registration by MNCs after June 1985 


classification was subject to review in the 
liglit of development of technology, capa¬ 
cities licensed, etc, llie 1978 Drug Policy also 
staled; 

loieii'n lompanies would be eligible for 
indusin.ii licensing only fni inteimediates 
and bulk dings involving high technology 
mamlfaciuied from basic stages and for 
formulations based on such bulk drugs and 
companies manulaciuring no bulk durgs or 
only bulk drugs not involving high techno¬ 
logy had to reduce their foreign equity to 40 
per cent straightaw.iv under FERA. 

This liberal attitude of the government 


Bulk Drug 

Unit 

Capacity 

Registered 

7th Plan 
Target 

Excess over 
the Thrget 
(Per Cent) 

I Ibuprofen 

Mt 

1359 

140 

940 

2 Procane 

Mt, 

415 

98 

423 

3 Diazepam 

Mt&. 

41 

5 

820 

4 Cephalexin 

Mt^ 

430 

18 

2389 

5 Methyidopa 

Mt 

374 

68 

450 

6 Pyrazinamide 

Mt 

159 

35 

354 

7 Chlopheniramine 

Mt 

77 

21 

267 

8 Mebendazole 

Mt 

174 

63 

176 

9 Dapsone 

Mt 

298 

30 

893 

10 Amodiaquin 

Mt 

137 

47 

191 
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materials for increased ptoduciion. 

b) To meet the requitement of the 
National Prtoiity. 

c) To ensure unifortn development of the 
industry. 

d) Import substiimion. 

For the phrmaccutieal industry sectoral 
reservation of production of 108 bulk drugs 
was as follows:' 

Public sector 17 bulk drugs. 

Indian sector - 27 bulk drugs. 

Open for all sectors - 64 bulk drugs. 
Performance of the ‘natiunal' companies 
was found to be better due to the sectoral 
rcservat’on .system. 'IJtc National Drugs and 
Pharmaceutical Development Council 
(NDPDC) observed; 

Small scale units now accoiim for more than 


50 per cent of the pioduciion of a number 
of bulk drugs like chloramphenicol amo¬ 
xicillin, doxycycline, sulphamethoxazolc, 
tinidarole, ealfeine, piperarine and ns salts. 
Similarly. Indian non-MRTP companies 
account for a .igniftcant share of bulk drugs 
like sulphamcthoxazole, trinicihoprim, 
metronidazole, etc.’’ 

The Working Ciroup of NDPDC further 
observed that in order to meet the increased 
demands of drugs for national programmes 
tocontrol/eradicatcTB, leprosy, blindness, 
malaria, etc: 

.. .that production of bulk drugs required 
for these programmes would have to expand 
manifold because of the proposed expansion 
of these programmes by the ministry ol 
health. However, there is no need for rela.xa- 


Tabi I- 3; Production or Buix Dkuc.s 


Drug 


Unit 

1983-84 

1984-85 

1985-86 

Chlor. inhenicol 


T 

52.03 

78.53 

55.18 

Ampicili.n 


T 

56.44 

104.69 

74.79 

Sulphamethoxazolc 


T 

375.94 

539.08 

360.86 

Vitamin C 


T 

843.26 

715.23 

•388.72 

Aspirin 


r 

1526.38 

1061.33 

854.91 

Pyrazinamidc 


T 

5 49 

2.62 

1.90 

PAS and its salts 


T 

216.99 

119.07 

55.09 

Crhloioqiiin 


T 

122.58 

147.39 

109.01 

Amodiaquin 


T 

117.77 

151.10 

85.89 

Metronidazole 


T 

215.81 

295.07 

221.70 

Tolbutamide 


T 

24.06 

28.76 

11.15 

Glybcnclamide 


Kg 

1.05 

0.97 

0.53 

Methyidnpa 


T 

• 10.93 

19.04 

15.46 

Procain 


Kg 

70.16 

32.40 

9.29 

Diazepam 


T 

3.42 

5.73 

3.23 

Dapsoiic 


T 

29.27 

7.25 

4.89 

Trimethoprim 


T 

61.31 

46.53 

30.60 


Tablf 4: 

Import of 8t;LK Drugs 



Year 

Indigenous 


Import cif 

Imports as Proportion 


Production 


Value 

of the Indigenous 





Production 
(Per Cent) 

1974-75 

90 


46.99 


52.21 

1975-76 

130 


46.02 


35.40 

1976-77 

150 


54.17 


36.11 

1977-78 

164 


82.41 


50.25 

1978-79 

200 


95.32 


47.50 

1979-80 

226 


93.8t 


41.51 

1980-81 

240 


112.80 


47.00 

1981-82 

300 


136.77 


45.59 

1982-83 

325 


148.48 


45.69 

1983-84 

355 


163.35 


46.01 

1984-85 

377 


216.00 


57.29 


Ta8i.e 5: Increase in Impo^ of BuLk Drugs 


Year 

Value of Imported In Rs Crore Value of 


Percentage 


Bulk Drugs 


Bulk Drugs at 

of Increase 




Current Price 



1980-81 

87.24 


285.10 



1981-82 

105.06' 


330.00 


15.75 

1982-83 

115.55 


412.00 


44.10 

1983-84 

123.06 


488.80 


71.45 


Source-. Drug Statistics of India, 1984-8S, p lOS. 


tioii of any of ihc piesem policy parameters ' 

in regard to industrial upprov als of these bulk 

drugs and formulations. ,f 

Against such observations, the govern¬ 
ment keeping in view of the need to 
“stipulate industrial growth and simplifying 
the industrial licensing policy and pro¬ 
cedures" the government declared a scheme 
of delicensing on March 16, 1985.'“ Under 
this Older the government delicensed 12 bulk ' 
drugs in March 1983 and 82 bulk drugs in , 
June 1985. This allows any company includ¬ 
ing MNCs to manufacture 94 drugs. 

It was repeatedly mentioned by the 
government-appointed committees that the 
sectoral reservation system had paid good 
dividends towards increase of production. 
With the delicensing system the sectoral 
reservation system is totally destroyed. The 
Indian sector companies had developed the 
technology for at least 66 bulk drugs manu¬ 
factured, of which the following 22 drugs 
have been deliccn.sed.'’ 

(1) Ainpicilliii, (2) Chloramphenicol, 
(3) Chlotoquin phosphate, (4) Clofazimine. 
(5) Chloipropamide, !6) Dexamethazone, 
(7) Diazepam, (8) Doxycycline, (9) Erythro- . 
rayctn, (10) Eihambutol, (11) Ethinyl 
estradiol, (12) Frusemide, (13) Glybcn- 
clamide, (M) Ibuprofcn, (15) Mebendazole, 
(16) Metronidazole, (17) Noieihisierone, 
(18) Propranalol, (19) Pyiazinamide, 
(20) Sulphamcthoxazole, (21) Irimcthoprim. 
and (22) Gryseofulvin. 

This has exposed the Indian companies 
to unequal eompetiiion with the MNCs. It 
is always easy for the MNCs to procure raw 
materials at cheaper price from the inter¬ 
national market or from their own establish¬ 
ments abroad which makes the production 
cost cheaper. This apart, the scope of using 
large reserve capital, transfer pricing and 
sales promotion network of the MNCs are 
in no way comparable to that of the Indian 
drug corapaniel. 

Delicensing had created a state of anarchy 
in the production patterns. There has been 
a rat race in obtaining capacity registration 
by the MNCs. The total amount of capacity 
registered for the delicensed drugs, in most 
cases, has surpassed the Seventh Plan targets 
several times over (table 2)'*. 

This outrageous capacity registration 
shows that the MNCs will market ihe.se 
drugs at any cost even if the need is satura¬ 
ted. Either in single dosage foi ni or through 
a most irrational combination formulation 
artificial demands would be generated by 
their high pressure sales technique for the 
sale of these drugs. 

In spile of giving such wide allowance by 
delicensing, there has been a sevett. fall tn 
the production of delivcnscd drugs. Simi- 
latly, no improvement in the production of 
essential drugs has been possible. In 1985-86 
out of 90 monitored bulk drugs, there has 
been a slight improvement in the production 
of 13 bulk drugs univ. All others have been 
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uiuJurpioiluccd (uibk' 3) ' 

IIuTf ha> Ihtii >.11.111' '.ill 111 ilic ptoiliK 
lion ol dtliccHM'd hulk In nuisl ta'.cs 

production levels wcui Uhsmi below itie 
installed capacities ol 19S3 

1 till K \l lsl 1) iMhOKI I’oi k V 

Another aiea wlietc the gosecnrncni policv 
has imnicnscls benclilcd the tnultiiuitional 
ding eoinpanics is the hber.alisalion ol 


iinpott polics. In the last ten yeaisthe ijiipoit 
ol bulk di iie.s has increased to 3WI pet cent, 
rii ■ liitc ot inciease ol itnfX'rts in lelatton 
to the iiuligcnoiis ptoducitoii has also 
iti.'ieaseil (table 4) 

Despite the lact that India i.s considered 
by UNIDO as a Group V eompaii) country 
which rnaiiufactuic most intermediates 
rcnuired by the national drug industry and 
also undertake some local reseatch on new 


pioducts and maniilaciuring process.'* And 


the government of India did not fail to claim 
that India i.s self-sitfricicnt in the production 
of all c.ssential drugs, there has been a 

Table 10: Drugs SEi.EcrED for Cauulating 
Price Index 

Liver extract injection : 

Obsolete 

Liver extract oral 

Obsolete 

Sulpha Drugs : 

Category 11 — 

2 drugs 

Category III — 

8 drugs 

Penicillin 

Category I 

PAS and its salts 

Category 1 

Slrepiomycin 

Caiegory I 

INH 

Category 1 

Aspirin 

Category 1 

Insulin : 

Category 1 

Chluraniphenicoi 

Caiegory II 

Chloroquin : 

Category II 

Amodiaquin 

Diethyl carhama 2 ine 

Category U 

dtraic : 

Caiegory 11 

Vitamin A 

Category 111 

Vitamin C 

Caiegory III 

Emelin 

Category 111 


Source: Compiled from "Drug .Statistics ol 
India”, 1984-85. 


TAncL II: Diviiunos Ri-Mini;o 1975 to 1985 

Original Uisidends 
Equity Remitted 
(In Croie) from 1975 


to 1985 
(In Crore) 


Glaxo 

1.5 

13.10 

Hoechst 

20.0 

3.81 

Hindusthan Ciba 



Geigy 

3.0 

6.02 

Burroughs Wellcome 

5.0 

2.80 

Bayer 

2.C 

9.19 

May and Baker 


1.48 

Sandoz 


2 27 

Pfizer 

2.0 

9.19 


Source: Report of the Hathi Committee and 
balance sheet of the companies. 


Table 12: Profits on crATEGORy 1 and II 
Drugs 

(Per Cent) 


Category I (Mark-up 40 Per Cent) 
Ibade margin; 

a Wholesalers 5 

b Retailers 12 

Sales promotion 5 

Distribution 5 

Profit 13 

Total 40 

Category 11 (Mark-up 5$ Per Cent) 
Ihide Margin: 

a Wholesalers 5 

b Retailers 12 

Sales promotion 3 

Distribution 10 

Profit 23 

Tbtol 55 


1 -Mti I 6 ; DiRtt r iMfoms and IndUiI nous Prudi'i. uon oi- Eii.ht Bulk DruiiS 



Lnit 

19811-81 

1981-82 

1982-83 

1983-84 

1984-85 TNG 

Ibiiprofen 

Import (tXil.) 

Mt 

4 

13 

25 

37 

62 

Boots 

Production 


20 

19 

28 

43 

51 


liydmeorlisdne 
Inipoit (<Kil.) 

Kg 

20 

629 

794 

5/7 

775 

John Wyclh 

Production 


NA 

NA 

!()(' 

124 

52 


Sulpliainethuviznle 
Import (OGI) 

Ml 

1 

1 

•> 

4 

20 

Roclic and other 








Indian companies 

Cephalesiii 

Import (OCil.) 

Ml 

1 


10 

18 

36 

Glaso 

Production 
(Ih luraiiipiK'ni rol 


N'l 

Nil 

Nil 

Nil 

Nil 


IL Itasel 








Import (f)GI ) 

Ml 

121 

118 

99 

117 

121 

Bochnngei Knoll 

Production 

Kphcdrini' 


128 

|.|,S 

111 

97 

130 

and P.iikc Ddvis 

Impoii ((TGL) 

Ml 

17 

20 

.14 

3(> 

37 

Bocliriiigcr Knoll 

Prodiiclion 


22 

12 

2 

2 

6 


I'seuiloepheilriiio 
Import (DGl) 

Mu 

NA 

6481 

4900 

1.3982 

9855 

Bunoiighs 

Production 

Oapaone 


NA 

NA 

0.1 

Nil 

Nil 

Wellcome 

Import (('analisG 

Mt 

0..5 

19 

35 

13 

8 

Burroughs 

Production 


22 

26 

31 

29 

7 

Wcllcoiiic 


Source: “Drug Statistics ol India”. 1985-19,86. 


T.\bil 7; Ci.'sro.MS Dns ovrR Isii’ORrs nuik Drugs and iNiFRMF-Di.Ari.s 


Bulk Drug 


Diitv 

(Per Cent) 

Inicrnicdiate/Raw-maierials 

Duty 

(Per Cent) 

TVimcihoprini 


1(K) 

3, 4, 5 riimelhoxybcnzaldehyde 

134 

Ritainpiciii 


Nil 

Raw materials 

105 

L-Dopa 


Nil 

Vaiiillm 

135 

Sulphadiazinc 


too 

Iniermcdialc 

135 

Corticosteroids 


ion 

Intel mediate 

1.35 

Chloroquin 


Nil 

tihoxy mciliylcne diethyl malnate 

25 


f.SBI 1 8' Ext f-s.s IMI’ORIS (At K 

Lxi’GRrs; B.xi anx r oi 

rRAUE 1)1 

SOME MNCs 

r//s in lakh) 

Name of the Company 


1979 

1980 

1981 

Bayer 

Impoit 

9.00 

5.50 

4.10 


Export 

0.40 

0.50 

0.50 


Balance 

( • ) 8.60 

(- ) 5.00 

(-) 3.60 

Saudi'/ 

Impel I 

5.70 

5.80 

7.80 


Exiiort 

3.40 

1.80 

1.80 


Balance 

( ■■) 2 70 

(-) 4.00 

(-) 6.00 

Burroughs Wellcome 

Import 

2.40 

1.80 

2.80 


Export 

0.20 

0.30 

0.30 


Balance 

(-1 2.20 

( ) I..50 

(-) 2.50 

Pfizer 

Import 

2.80 

1.90 

2.00 


Export 

0.50 

0.40 

0.50 


Balance 

(-) 2.30 

(-) 1.50 

(-) 1.50 
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Tahi r 9: Forvil'I aiidns Mani'iaciiiri r) by thh Muuinai ionais i rom Imporii u Bi i r Oklos 


Name of ('ompaiiy 

Number of 
I'orinulations 

TyiTCs of Formulations Marketed 

1 Bools 

14 

Cough lo/enses, cold tablets, antacids, coiiyh 
SSI up, etc 

2 Saiido/ 

23 

Amispasmodic, ergot, painkillers, vitamins, 
antiemitics 

3 Bayer 

12 

Phcnobarbital. psycholeplic, siilphathio 
urea, etc 

4 Pli/cr 

21 

Tetracycline, vitamins, penicillin, aiitiscplic 
cream 

5 E Merck 

14 

Vitamins, hormones, cough syrup 

6 Glaxo 

-31 

Vitamins, thyroxin, steroids 

7 Mcrind 

■7 

Psychotropics, liver extracts 

8 Wyeth l.ab 

3 

Dexamethasone, etc 

9 Burroughs Wellcome 

20 

Anii-cancer. aniialleigics, atitispasmodus, 
cough syrup, anli-inlcctive cream 

U) Roche Product 

14 

Viianiin.s, sulpha drugs, pain killers, l -Doph.i 

II (Tba Cieigy 

24 

Hypotensives, pain killers, aiiiuillcrgics, anii- 
spasmodic corainin, nasal decotigcstdiii, 
skin cieam 

12 C'yatuiinid 

.34 

C hlortetmchne, eihanibutol, vHainiii. ionics, 
hacniatiiiics 

1.3 Fskay I,ab (SK and 1) 

30 

1 hi.i/ide, Psychol ropic 

14 Kichurdsou Hindusthun 

5 

bkin cream, vitamins, tonic, cough syrup 

Is May and B.ikci 

29 

Antiallcigic, psychotropic, cough sviup. 
aniicepiic cream, phenobarbitones 

16 lloixhsi 

6 

Digestive cn/yinc, dcimatologicals, viiatmns 


Soiinv. •Piodiiclioii and Piicing Control’ by Dincsh Abrol and Aniila\a Guha; paper loi llic 
Seminal on National Drug Policy, April 28, 29, 1986 


Tabu M- Pkohi BriciRi. Tax or Lpadim. MNCs in 1983 


Name of the Company 

Net Salts Pretax Prolit 

Peretmage ol 


(Rs m Ciore) (Rs 

in Ciorc) 

Piolit to Sales 

1 (ilavo 

1.36 17 

14 28 

10 40 

2 Hocchst 

80 67 

9.00 

11.15 

3 S.indo/ 

63.17 

6.<:6 

10.33 

4 Pfi/ei 

52.08 

S.99 

II 30 

5 May and B.lkci 

41..30 

3.98 

14.47 

6 Bools Indi.i 

33.69 

3.48 

10 32 

7 Burioiighs Wellcome 

.32 68 

4.55 

13 92 

8 Cieiinan Remedies 

31.77 

4 .39 

13.81 

9 C'ynainid 

27.55 

4.95 

17.96 

10 Paike Davis 

26.08 

2.31 

9.62 

II Warner Miiidusihan 

25.45 

2 53 

9.94 

12 Richaidsun Hindiisthan 23..30 

3.13 

1.3.52 

13 Boehringei Knoll 

11.35 

3.26 

28.72 

14 J 1. Moiiison 

8 52 

I.OI 

11.85 

Sonn e: Clieimcal Weekiv, 

March 5, 1985. 




I \m i 14: Priii ComI’VKIson oi 

DRtt,s 


NameofDiug I'liils Inteinalional Indigenous 

Dilfetence 

Company TNC 


Price (Rs) Piiee (Rs) 

Per ( cm 


( hlonimpbenieol 

Kg Mkl.68 849(8) 

69 

Boehniigcr Knoll, 
Parke Davis 

Chloi.amphenicol 




Palmitatc 

Kg 525.72 861,IK) 

M 

Parke Davis 

Digoxiii 

Kg .37..37 183.75 

392 

Rui roughs Wellcome 

Ibuprofcn 

Kg 309,60 845.60 

173 

Boots 

Propranalol 

Kg 283 80. 2415.(KI 

■'50 

ACCI 

Salbuiamol 

Kg 6070.79 24570.(K) 

.305 

CIPl A 

Oxytetracyeline 

Kg 241.23 847..30 

250 

Pfizer 

trimethoprim 

Kg 309.60 992.00 

288 

Burroughs Wellcome 


Sourt'f Compiled Irom different issues of Chemual H'vekly, available iipto August, 1986. 


marked increase in the iinpoi i of bulk drugs 
(table 5). 

The situattoii is luithci aggiavatcd by 
liberalisation ol the import policy 'fhe 
liberalisation of imporl of bulk drugs and 
penuliimaies has ciihet leduced or totally 
stalled the production of bulk drugs from 
the basic stages. There is no logic in schedul¬ 
ing drugs which are supposed to be 
munulactured by niultinationals under Open 
fieneral I icence (OGI). I'hus the oppor¬ 
tunity for direct imports ol bulk drugs pro- 
\ides the multinationardrug companies a 
large scope to utilise transfer pricing. The 
study ol eight such bulk drugs arc as in 
table 6. 

In a study by Sandhya Gautam” where 
she has analysed impoit of 42 bulk drugs 
which has been shtfied to GGL from re¬ 
stricted itciris, it was observed that only 6 
of the 42 drugs were life-saving and essen¬ 
tial (catcgois 1 and U. Old DPCO); 26 were 
iindei catcttuiy 111 (higher mark up-—KXfper 
cent) and the rest. 10 dings, have not been 
undci aiiv puce control having unlimited 
prolit potential. .-Ml Ihcs.’ drug imports were 

lABii 15: AoDiiioNAi. ProiI t OF FiveMNCs 


Company 

No of Bulk 
Drugs Over- 
Priced 

Estimated 
Profit 
Earned in 
the Last 
Seven Years 
(Rs in Crore) 

1 Hocchst 

-1 

89.97 

2 Mermd 

3 

14.52 

3 Glaxo 

3 

49.89 

4 S G Chemicals 

1 

8.51 

5 Cyanamid 

2 

3.76 

Ibtal 


166.65 


Source: Reply of part (b) of the Rajya Sabha 
starred question No 13 of 21.4.86. 
Further calculations were made on the 
basis of the production of each drugs 
mentioned in the balance sheets of the 
respective companies. 


I'ABt k 16: Profits Earned TiiroikiH Wrono 
CAT ltiORISAIION 


Company 

Number of 
formulations 

E.xira Profit 
Earned in 
Last Seven 
Vcais 

(Rs in lakh) 

1 Pfizer 

9 (vitamins) 

205.80 

2 Sandox 

12 (vitamins) 

73.34 

3 Abbott 

25 (viiarnins) 

632.70 

4 Pfizer 

5 Warner 

12 (antibiotics) 892 70 

Hindusihan 

Total 

6 (Ionics) 

441.10 

2245.64 


Source. Answer to I.ok Sabha question No 8295 
of 29.4.86 and c.ilciiiations made on 
the basis of the leixirt of ORG on total 
units of the foi mutations sold every 
seal. 


21 





January 3-10, 1987 


ECONOMIC AND POLITICAL WEEKLY 


worth over Rs 50 lakh. 

Bulk drugs like ibuprofen, pyrazmamide, 
tinidazole, amoxicillin, ampicillin, cor¬ 
ticosteroids, ephedrine, mcthyidopa, chloro- 
quin, sulphamethoxa/olc, chloramphenicol, 
etc, are produced indigenously and they are 
also allowed to be imported. The multi¬ 
national companies (iMNCs) have a market 
monopoly of these drugs which having 
shifted to import while their own produc- 
tiop capacities are underutilised. This has 
created such a disorder that even when there 
was a glut of sulphamethoxarole in the 
market its import was allowed. 

The import of rifampiem has been 
allowed in large quantities and is exempted 
of import duty. The technology for produc¬ 
tion of lifampicin has been developed by 
CDRI but its production is not feasible as 
105 per cent duty is imposed on its raw- 
materials. The import of chloiuqiiin is 
exempted from duties while its intermediates 
bear a 25 per cent duty. This indicates that 
the import policy is discouraging not only 
production but research and developnicnt of 
indigenous technology as well. 

Cu.stoms duty foi intei mediates/ 1 aw 
materials are often higher than those on the 
bulk drug import. This has contributed 
substantially to drainage of foreign currency 
by wav ot direct import of bulk drugs 
(table?).'-' 

It is also be noted here that the lolc of 
MNCs ill our country has been always 
negative as far as balance of trade is con¬ 
cerned. A Idige amount of foreign currency 
is drained out due to excess imports over 
exports. Some instances are given in Tkble 8.'^ 
Moreover, it is generally the bulk drugs for 
vitamin, tonics and non-essentials which are 
already available in our coutntry which arc 
imported by the MNCs (table 9). l-br 
example Boots manufacture the following 
over-the-epunter drugs from the imported 
bulk drugs: 


Brand Names 

Cough and cold Cherana cough lozenges 
remedies Cherana cough syrup 

Strepsil cough lozenges, 
Colderin tablets, prdtussa, 
fenox 

Antacid Digene gel 

Vitamin, tonics Ib« suspension 
Skin ointment Mylol, mycota cream 

DRt't. I’RICt S AND PROHr 

The industry has been argutng that due 
to pi ice control, the growth of price index 
of drugs, according to them, in 1984 85 was 
only 155 .t points |I970 -10()) which was 
193 6 foi all commodities. A close observa¬ 
tion to this Llaiin reveals that most of the 
drugs which ucic included in calculating the 
index were uiulei strict price control and 
then market sli-ucs arc nominal. This apart, 
ivvo drugs in this list aie obsolete. 

Most of these drugs were under 


Category 1 or Category II of DPCO (1979) 
and none are under decontrol category w/hile 
the market share of the latter are much 
higher than the categories under price 
control. 

The drugs selected for calculating Price 
Index are given in table 10. 

Such fraudulent calculation of price index 
had been cheered by the multinationals who 
have been complaining since 1970, that due 
to the DPC Order there is only marginal or 
no profit in the drug industry in India. If 
this had been a fact, then how have large 
amounts of money been remitted abroad by 
almo.st all MNCs every year? A glance to the 
dividends remitted by some of the MNCs in 
the last 10 years reveals the profitability of 
the drug industry in India (table 11). If the 
total remittances abroad by way of royalties, 
tt'chnical know-liow, raw materials imported 
arc counted, the siphoning off of foreign 
ciirreiicy by the MNCs would be found to 
be plienomenal while it should be pointed 
out that most of them have invested only 
meagre amounts when they .started theii 
business in India. 

The multinationals have even utilised a 
government set-up to vouch foi them—a 
study of NCAhR was sponsored by the 
OPPI, the organisation of MNCs, which 
reported that the existing mark-up for the 
essential drugs does not yield any profit and 
there is substantial reasons for the industry 
to produce more profitable but non-essential 
drugs. Even the mark-up rate tH:r DPCO, 
1979 shows that there was plenty of scope 
to earn profit in production of essential 
drugs (tabic *2). 

It can be mentioned here that category I 
and category II consisted of essential drugs 
only which do not require any sales promo¬ 
tion. In spite of that, if an amount of S per 
cent and 10 per cent expenses arc considered 
for sales promotion, a clear profit of 13 per. 
cent and 23 per cent' could be earned out of 
essential drugs production. 

Quoting the same NCAER study OPPI 
has been publishing advertisements that 
there has been an erosion of profits in the 
industry. Profit before tax in 1978-79 was 8.8 
per cent which dropped in 1979-80 to 7.2 per 
cent. A further probing of the performance 
of the leading MNCs in 1983 shows that 
their profit before tax was between 10 per 
cent to 28 per cent (table 13). 

OPPI has argument in the advertisement 
that the drug price in India are among the 
lowest. There are of course, no references 
mentioned in the advertisement. However, 
if wc compare the cost of imported bulk 
drugs to those produced and marketed in 
India, quite contrary to the claim of OPPI, 
it is seen that the bulk drugs are cheaper in 
the developed countries which are the major 
exporters (table 14). Therefore, the formula¬ 
tions, manufactured out of them are also 
cheaper. 

There were many legal and quasi-legal 
methods to earn fabulous profits available 


by the MNCs even in s^ite of DPCO, 1979. 
The tendency to earn super profit has been 
followed by some MNCs covertly since 1979. 
One of the methods is over-pricing and their 
challenging the government order reducing 
prices in a Court of Law. Injunctions were 
issued against government orders and the 
cases started moving through progressively 
higher courts of law at infinitesimally slow 
.speeds. Five multinational drug companies 
extracted additional profit amounting to 
Rs 166.65 crore in the last seven years 
(tabic 15). 

Similarly, five MNCs priced their category 
II formulations having mark-up of 55 per 
cent as category III items which bear a mark¬ 
up of KX) per cent. Their total earning 
through this mechanism has been to the tune 
of Rs 2,245.64 lakh (table 16). This definitely 
shows that the MNCS arc not in the red 
despite their claim that DPCO had tlirown 
them out of gear. 

It is now further clear that the sole aim 
of such liberalisation is neither self reliance, 
nor the development of the industry nor the 
betterment of the Indian sector of the in¬ 
dustry but more and more a surrender to the 
pressure put by the MNCs as a part of thcii 
glitbal strategy. If this is alTowcd to continue, 
there will be a general collapse of the Indian 
sector industries and about a do/cn MNf s 
will dominate the entile pharmaceutical 
industry within j lew years. 
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The Supreme Court and Its Chief 

Kannan Srinivasan 


The judge is not a mason, but an architect. 

There is no ad hocism about a truly great 

judge. He must be absolutely clear where he 

is going. 

-Praful Natwarlal Bhagwati 
P N BHAGWATI, who retired as chief 
justice of the Supreme Court last month, has 
been a judge of great political vi.sion. In 
several respects. Justice Bhagwati has initia¬ 
ted the current modernisation of the Indian 
state. His three principal initiatives arc 
testimony to this. First, removing the legal 
barriers to the growth of India’s protected 
economy. Another achievement has been the 
increased restrictions placed on personal 
liberty in the name of national security. And 
his masterly strategy on civil liberties has 
been in direct public interest litigation away 
from movements of the oppressed. Today, 
public interest activists only strengthen state 
authority. To do all this, the learned judge 
cut through a Gotdian knot. He separated 
the deiencc of private property from that of 
personal liberty. 

Throughout Indira Gandhi’s period in 
office, a sterile debate marked a period of 
conflict among the rulers of our .society. Her 
claim was that social justice required the 
suppression of individual liberties. F.ach 
violation of rights was accompanied by a 
populist measure. The na.xalitcs were 
murdered in Andhra and in West Bengal. 
Strikes were broken at gun point. At the 
same time, the private banks were nationa¬ 
lised and the privy purse to the former ruling 
princes was slopped. When the hniergency 
was declared, laws that claimed to serve the 
common good were made the excuse for 
suppressing the liberty of all. 

I he argument against this was made by 
those of the ruling class that lost their 
property. They said that taking away private 
property signified the end of all individual 
liberty. Golaknath was a celebrated Supreme 
Court case ot that period. The Supreme 
Court declared that even a constitutional 
amendment could not take away the pro¬ 
perty right. On the e.scuse of defending 
liberty, the Court defended property. In 
1973, Keshavananda Bharati, another 
properly case was heard. The government 
claimed for parliament an unlimited amend¬ 
ing power ovei the con.stitution. On the 
pretence of socialism, the government 
attacked liberty. 

The entire constitutional debate on funda¬ 
mental rights was inextricably linked with 
property. Either one was for property and 
all the fundamental rights or against pro¬ 
perty, the right to free speech, and equality 
before the law. Both sides were sections of 
the rulers of Indian society. As a con¬ 
sequence, one claim for restricting rights 
during the Emergency was that of social 


justice. So in the ■ nadow of the Emergency, 
the civil liberties platform has been a bizarre 
coalition. Property owner is allied with 
avowed revolutionary. 

Enter Justice Bhagwati, who distinguished 
between the right of the property owner and 
the rights of the political detenu. Among the 
propertied, he resolved the conflict. Now 
there is one law for those who threaten the 
security of the state: those who challenge it 
are stripped of their rights. There is another 
for powerful ruling interests. The restraint 
of non-arbitrariness must apply when 
depriving people of their property. 

Justice Bhagwati was a judge of the 
Supreme Cjiurt for a decade before he 
became its chief. Even in those years, he 
dominated that bench. Since the late 1970s, 
a scries of his judgments have detailed a 
significant principle of administrative law. 
The Indian state controls so much largesse, 
and has such a sizeable presence in every 
area of the economy. By licence, ta.xation. 
lot, industrial location, it withholds and 
gives away. This distribution should not in 
any way be arbitrary. The state must have 
a rationale for the disposal of any of its 
property. Wherever there is arbitrariness in 
the state, the court can step in and interfere. 

Cases such as Kasturilal and Airport 
Authority have laid this down. Today if a 
company tenders for an offshore oil lease, 
or says it wants to build a power plant, the 
government cannot simply say no. If it docs 
not have reasonable reasoas, the government 
denial can be reversed by the court. Both -n 
its claim and in its effect, the principle is so 
far reaching that it continues to pienetrate 
into the very fabric of the national economy. 
For the deregulation of today, such judg¬ 
ment laid the ground. 

Justice Bhagwati has greatly expandeo the 
law of Promissory Estoppel. As he has said, 
“Till now the law has been simply that you 
could not take an action that, in breaking 
your promise, was to my detriment. But the 
promise itself could not be enforced. And 
in England, promissory estoppel does not 
lie against the state. We changed aJl that. In 
the case wc heard, the state of UP had pro¬ 
mised a five-year exemption from sales tax. 
That concession they later withdrew. So wc 
said, once you have promised-promised 
within your power and people act on the 
basis of that—you cannot withdraw. Wc 
heed not merely prevent them from causing 
injury. We can compel them to take action 
according to their promise." 

This writer asked Justice Bhagwati: 
“What difference does it make to the poor 
in India? Can 1, as a peasant or worker, say 
that 1 have received no benefit from the 
20-point programme?” Bhagwati replied 


“No. No, not at all. Promissory estoppel 
docs not apply at all in such a situation. 
Because the test is that the party must alter 
its position as the result of a promise. 
Unfortunately, the poor are too miserable 
to alter their position at all!’ 

In his boldness in changing and expand¬ 
ing the commercial law of this country. 
Justice Bhagwati has often been willing to 
overrule other judges even those who are 
termed progressives. An c.xample is his 
November 1979 decision in the case of Surat 
Art Silka. Overruling Justice Krishna Iyer, 
he held that even chambers of commerce 
were “charities”. So they were not taxable on 
their profits. 

And in the Bearer Bonds case of 1981, 
.lusiice Bhagwati held that it was legitimate 
to permit people to earn interest on 
criminally acquired property. The money, he 
saiid, was now being canalised for productive 
purposes. So a special distinction could be 
cicated in favour of those who have not paid 
iheir ta.xcs, even though they have done that 
in defiance and in evasion of the law. 

1 he populism of the sixties and seventies 
claimed to icgulaie private property for the 
public good. 1 he learned judge summarily 
discarded it. In sum, a dual standard has 
been laid down for the property-ow ner and 
lor the extremist. That has made possible 
the polineal consensus of today. It is a con- 
.scnsus on economic policy and national 
security. 

Before the sixties, there had been no con- 
Hict bciwccn the claim of social welfare and 
that of the rights of the individual. It arose 
much later. In the constitutent assembly that 
approved India’s charter, what was to 
become Article 21 was debated at length. 
The original draft said: “No person shall be 
deprived of his life or personal liberty except 
according to the due process of law!’ But in 
the meantime, a militant agitation by the 
communists in Telangana had to be sup¬ 
pressed. It was then pointed out that in the 
American constitution, "due process of law” 
has signified an appeal to broad principles 
of natural justice In India due process might 
place checks on executive authority. It was 
felt that in this country a different law was 
esiientiai. Those who offended the state 
should be put behind bars without trial in 
open court. Any possibility of appeal to 
natural justice might make it very difficult 
to sustain such law. 

.lawaharlal Nehru and others had opposed 
preventive detention under the British. Now 
they suddenly switched to defending it. The 
law of preventive detention was explicitly 
inserted as a constitutional provision into the 
chaptei on fundamental rights. Members of 
the constituent assembly, fearful of the 
consequences of uprisings like Telangana, 
changed Article 21. Due process of law 
became “procedure established by law". By 
the constitutional lasv of this country parlia¬ 
ment meinly needed to lay down a procedure 
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when a law deprived rights. No matter what 
the procedure be. 

In 1950, immediately the constitution 
came into effect, in one of its first cases, the 
Supreme Court considered the appeal of 
A K Copaian. He was a communist and his 
appeal lay against a preventive detention law 
of the state of Madras. The Court upheld 
his detention. Specifically, the court differen¬ 
tiated between “the procedure established by 
law” and “due process of law”. There could 
be no appeal to natural law itself. Nor to 
broader principles of justice, said the 
judgment, “luiw” meant any law that con¬ 
tained a procedure for the deprivation of life 
and personal liberty, it did not have to be 
fair and just. The right to freedom, and the 
right to equality could not be read together 
with the right to life, and personal liberty. 
Each article which protected a right was a 
separate, self-contained code. For mure than 
a decade, this con.scnsus continued. 

In the 1960,s, sharp conflicts broke out 
between ruling interests. A powerful lobby 
drove India to war with China. They resented 
the government’s relationship with the Soviet 
Union. In response to this and to widespread 
agitations the ruling Congress embarked on 
a populist strategy. In many cases, the 
government threatened to take over private 
property. It was opposed with claims of the 
"natural right” to property. No such natural 
right could exist, said the government, 
following Gopalan’s case, since the con¬ 
stitution of India superceded them all. There 
was no questioning the inherent justice of 
any law made by the supreme legislative 
authority, parliament. A law did not cease 
to be “law” on the ground that it was absurd 
or unjust. One had to accept every law made 
by parliament. And accept the constitution, 
even if every portion of it had been 
amended. 

To this claim, a resounding challenge 
was made in 1971. That was the Bank 
Nationalisation case. The Supreme Court 
granted the inter-relationship between the 
right to life and liberty; and the right to 
freedoms such as speech and property, and 
equality before the law. If these were read 
together, said the court, natural justice 
would prevail even in the deprivation of 
property. No property could be taken away 
without the payment of market value 
compensation. 

But another parallel trend continued. 
Gopalan had been decided in 1950. In 1976, 
at the height of the Emergency, the Supreme 
Court reversed ten High Courts of India and 
held that all the fundamental rights could 
be suspended during the Emergency. 

Justice Bhagwati, among others, wrote 
that judgment. A person could even be 
murdered during the Emergency, and the law 
need not step in to save him. The writ of 
habeas corpus was entirely suspendable dur¬ 
ing the Emergency. The logic of Gopaian's 
case was carried to the extremity. If there was 
a law—and there was a law, MISA—and it 


contained some procedure—which MISA 
did—and, moreover, there were specillc con¬ 
stitutional provisions for the suspension of 
fundamental rights during the Emergency, 
then the Court should do nothing at all. 

Maneka Gandhi's case, decided in 1978, 
seemed to challenge this. This is regarded 
as Bhagwati’s landmark judgment. Saying 
that depriving Maneka of her passport 
violated her right to life, they said that every 
law had to be fair and just, or else it violated 
the right to life In doing so it amplified what 
the judges had said in the Bank Nationalisa¬ 
tion case Not only did it claim to overrule 
Gopalan; it seemed to defy the very inten¬ 
tion of the constituent assembly which had 
framed Article 21 that governed the right to 
life. By the words of this judgment, pro¬ 
cedure established by law had become due 
process of law. 

Surely, many felt, repressive laws could not 
meet this new test of justice and fairness and 
they could therefore be challenged. The mere 
fact of there being a procedure for the 
deprivation of life would be insufficient. 
Then this very argument could be amplified 
to challenge the death penalty as being 
unjust. Or to demand basic necessities of 
human existence as a part of the right to life. 
But, two years later, the court put a stop to 
that. In the National Security Act case— 
A K Roy vs Union of India —a court that 
included Bhagwati among others held that 
Gopalan was still the appropriate test. The 
Court drew a distinction between ‘Procedure 
established by law* and ‘due process’. ‘Pro¬ 
cedure established by law’ should prevail, 
said the Court, not due process. This was 
in blatant disregard of Maneka. TWo of those 
three judges had signed that earlier judgment. 

For preventive detention and national 
security, the broad piinciples of fairness and 
justice would not apply. “What Article 21 
emphasises” said Chief Justice Chandra- 
chud, speaking for himself, Bhagwati and 
D A Desai, “is that the deprivation of the 
right to life and personal liberty must be 
brought about by a state-made law and 
not by the rules of natural law—see 
A K Gopalan, AIR 195() SC 27, pp 39, 60, 
61” And the laws which followed the test laid 
down by Gopalan, such as the Maintenance 
of Internal Security Act or the National 
Security Act, could not therefore be bad. 
“Shri Jethmalani attacked the consti¬ 
tutionality of the very National Security Act 
on the ground that it is a draconian piece 
of legislation that deprives people of their 
personal liberty excessively and unreasonably, 
confers vast and arbitrary powers of deten¬ 
tion upon the executive, and sanctions the 
use of those procedures by following a pro¬ 
cedure which is unfair and unjust. The ques¬ 
tion as to whether MISA violated the pro¬ 
visions of those articles must be considered 
as having been finally decided in Haradhan 
Saha. Accordingly we find it impossible to 
accept the argument that the National 
Security Act, which is in pari passu with the 


Maintenance of Internal Security Act, 1971, 
is unconstitutional” 

There art the two ruling ideologies in 
India today. They compete for state power 
but can co-exist. For they ate not funda¬ 
mentally antithetical. By the first, issues are 
marginalised, and therefore the oppressed. 
So the oppressed can be used against each 
other. Such as women against minorities, as 
happens today in the case of Muslim 
Personal Law. It is not class they say, nor 
capitalism that oppresses; but objective 
forces such as technology, industrialisation 
and the male psycha 

The other significant ruling ideology is the 
argument made for the ‘liberalisation’ of the 
economy. Workers are retrenched as the 
horizons of business expand. They expand 
for the growth of a diminished market of 
one hundred million. Indeed, Justice 
Bhagwati, was prescient. He anticipated the 
corollary of this economic liberalisation. For 
that market of 100 million in the twenty-first 
century it is neces.sary that the other 900 
million Indians man a slave economy: the 
open economy of a closed society. Strikes 
will have to be dealt with at gun-point. 
Peasant uprisings must be broken. Innova¬ 
tive legal doctrine has provided here the 
constitutional basis for the greatest 
repression. 

Every section of the oppressed is insulated 
from every other. So there is no general fight 
for justice. In line with this new approach, 
not principles aie emphasised but the 
personal philosophy of the judge. So much 
is at the discretion of the judge. So flexible 
and elastic is the law that everything is left 
to his personal choice. Access to the judge, 
rather than any fight for the general 
principles of justice, then becomes most 
important. 

“When a case comes up”, says Justice 
Bhagwati, “very often two interpretations of 
the law are possible. There is this divergence 
because, particularly in constitutional law, 
there are competing values. Everything is 
determined by the social philosophy of the 
judge” (emphasis added). 

‘Public interest litigation’ has now been 
defined in such a way that it serves the 
grievanc'es of highly specific groups: such 
that they very frequently exclude aU others. 
Then much of the wrangling in court tends 
to focus on non-fundamental issues. Does 
this tiny study centre or do two professors 
of sociology have locus standfl But the cases 
which should be truly called public interest 
are never so described. The right of work¬ 
men not to be thrown out of work. Or the 
challenge to draconian law such as the NSA 
or the Ibrrorism law. 

‘Public interest litigation’, as Justice 
Bhagwati has dcBned it, has been a re¬ 
markably effective weapon for the state. 
.‘‘Social action litigation” says the judge ‘‘is 
not of an adversary character. It is no fight 
with victory for one and defeat for the other. 
It is a collaborative effort of the government. 
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and of the social action groups” (emphasis 
added). This writer puts it to the learned 
judge: “But we have all seen that if a case 
threatens important vested interests, the 
government fights it out.” To which he 
replied, “this may happen sometimes. But 
only because of the bureauctacy—and that 
too the lower bureaucracy* 

The solutions must be specific and con¬ 
crete. Indeed, they must be so specific that 
the Supreme Court and voluntary organisa¬ 
tions are expected lo fill in the role of the 
government. Any expansion of rights is then 
at the discretion of the government. Each 
case is restricted to its specifics. As a strategy, 
this has split each potential threat to the 
system into discrete components. This fits 
in with the general social trend in India 
today. It is important to declare that each 
sector needs ‘radical reform.s*. The rights of 
each can conflict with the rights of all 
others. For each oppressed group has an 
identity complete in itself. Each is deli¬ 
berately separated from the rest of the 
oppressed. Therefore, women’s issues, tribals 
and slum dwellcis, each con.stitute an unique 
category in favour of which, it is claimed, 
the state must discriminate. Even the rights 
of trees, it is said, conflict with those of 
human development. ‘Gross natural pro¬ 
duct* is set against ‘gross national product*. 

Issue specialists—prominent social 
workers, distinguished environmentalists, 
women’s activists—are summoned by the 
Supreme Court and they present reports 


making constructive suggestions. The co¬ 
option of even all potential opposition in the 
shape of activists—the “marginal men’—is 
a remarkable success of this strategy. There 
is no movement in India today. So ‘activists* 
become wholly dependent on the benevo¬ 
lence of individual figures of authority 
within the state. 

Where is the injustice? Show me, says 
Bhagwati, and I will set it right. Each 
separate injustice, the system itself is just. 
But, along the line, corrupt or unimaginative 
lower officials do not implement the spirit 
of the law. This is analogous to the style of 
the argument: “Who Are the Guilty?” They 
are Congressmen who participated in the 
riots. They can be separated from the centre 
of authority. Through a process of osmosis, 
activists, court, and government, merge their 
functions. 

Today real issues have vanished. The 
simple guarantee of freedom, according to 
many civil libertarians, is to raise the salaries 
of our judges. Yet what of the rights of the 
oppressed, and the political activist? In 
Andhra Pradesh, K Balagopal is held under 
the Terrorist Act. To this law the leader of 
the Janata party in parliament proposed 
the amendment that made it even more 
draconian. The Supreme Court permitted 
Balagopal a writ of habeas corpus. But no 
challenge has been allowed to the law itself. 
Strong words, no relief. The consensus is 
complete. 




Report to Mother 

C P Surrndran 


I 

JOHN ABRAHAM’S latest movie Report to 
Mother is possibly one of the most political 
movies to have been made in India. Its 
politics lies in its thematic treatment as well 
as in the means employed to produce it. This 
review will appreciate these aspects. It will 
also discuss certain questions the movie 
raises but does not answer. 

Set against the backdrop of the 1970s 
when Kerala was the scene of bursts of 
Marxist-Leninist political activism, the 
movie unfolds its radial narrative through 
the troubled consciousness of its quasi- 
protagonist, Purushan. Purushan is all set 
to go to Delhi to take up an academic 
scholarship. He, however, never gets to board 
the train as he comes across a dead body on 
the way. Though the corpse's features are 
familiar, its identity remains elusive to 
Purushan. 

This confrontation with death is existen¬ 
tial in nature. Purushan’s question ‘who is 
the corpM?’ is an indirect way of asking 


•who am I?*. Consequently, establishing the 
identity of the corpse is a vicarious way of 
‘knowing* his own. He is compelled to act 
now. He must ‘know’ the ‘other*, the corpse. 
And he must ‘report* that to his mother who 
is alterniitively the other’s mother. 

This act, obviously more important than 
academics, sets him on a different journey: 
one which takes him through certain ideo¬ 
logical zones. In the process, wbat begins as 
an existential question becomes concrete 
political problems which confront Purushan 
with the necessity to take a position and role 
contradictory to his middle class values. 

His enquiries, involving many people, 
finally tell him that the corpse is Hari, a 
young tabla artist, whose activist friends he 
betrays under police torture. In a few flash¬ 
backs Abraham shows that Hari is all that 
Purushan ought not to become Hari, with 
his terrible non-invdvement, is portrayed as 
one uiukble to play the role political reality 
demands of him. He is unable to assert his 
freedom (which lies, in recognising necessities) 


when he is required to do c.Nactly that. 

There are several literary paiallel.s that can 
be drawn here. One .such is Kirilov in 
Dostoyevsky’s “The Possessed”, who says: 
“1 am unhappy because 1 am obliged to 
assert my freedom”. Kirilov's suicidal mania, 
thus, has origins in his material life which 
demands certain role of him. 

Purushan understands that the choices 
Hari faces are two: freedom or death. The 
second and the easier one is what Hari 
makes. Hari’s suicide is, therefore, a nega¬ 
tion of freedom. The orientation of the film 
is didactic enough to make the message 
clear; what is required is negation of the 
negation. 

In itself, Hari’s death is not so much a 
natural phenomenon as the result of a cer¬ 
tain political ideology. Abiaham’s analysis 
demystifies death. Like life, death too is 
political. In order to show the nature of that 
ideology, Abraham incorporates four episo¬ 
des from Kerala’s recent political history. 
They are: (1) the Naxalitc movement, the 
main thrust of which was against feudal 
landlords, and in which several youngsters 
wcie tortured to death; (2) the Kottapuram 
incident in which the people in one swift 
spontaneous movement took away rice and 
sugar from blackmarketeers and distributed 
them to the poor; (3) the quarry blast in 
north Kerala in which Karuppan Swamy, a 
worker, lost his limbs, and the quarry con¬ 
tractors were forced to take action after a 
whole area’s population rose in protest; and 
(4) tne Vypeen liquor tragedy which killed 
27, and blinded dozens. The last being an 
instance where the powers that be set up a 
probe which left the dead and the blind 
much the same, and the forgiving govern¬ 
ment continued in power because the liquor 
contractors were still free to vote and make 
money. 

The four episodes are seemingly discon¬ 
nected. But their reactionary ideological 
underpinning is the same. Through the 
documentation of these historical events, 
Abraham is questioning the prevailing pro¬ 
perty relations of a society who.se status quo 
demands destruction and death. It is because 
Hari is unable to face the challenge of these 
relations that he is forced to commit suicide 
The perpetuation of these relations depends 
on profit which in turn depends on exploita¬ 
tion, torture and death These are the forms 
of repression which keep it alive. 

As Purushan and his friends continue 
their journey Irom Calicut to Hari's house 
in Cochin, these episodes which stand as 
signposts on their way, form part of their 
report. Simultaneously, Purushan's quest, 
which begins as an individualistic one, 
changes into the organising principle of a 
collective venture. As more and more 
‘friends’ join this movement to analyse and 
change the false reality, the individual, with 
all his doubts and griefs, is also shown as 
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having the potential to be socialised. 

That potential is again glimpsed when 
Purushan reports to Hari’s mother about his 
death. As she is about to btcak down from 
the shock of this brutal piece of informa¬ 
tion she looks back and .sees a whole pro¬ 
cession ready to share that shock and do 
things to prevent a recurrence^ 

The movie, beginning with Purushan’s 
leaving his mother, could have ended here, 
with his report to Hari’s mother. But in the 
typical Brcchtian manner of alienating the 
audience from the action, Abraham cuts to 
the actors watching the movie. That kind of 
ending puts both audience and the actors in 
a situation which demands a reaction dif¬ 
ferent from, and tougher than, sympathy. 

II 

Repor( In Mother is also one of the most 
cruel movies to have been made in India, its 
cruelty stems from the sheer force of irony 
which distances the ‘report’ from the one to 
whom it is reported, namely the mother, and 
thus constitutes one of the crucial factors of 
the film’s problematic. 

The distancing of the report from the 
mother is effected right at the beginning of 
the movie. .As Pui ushan is about to leave his 
home, his mother reads a letter in English 
addressed to him. As she gropes through the 
language Purushan asks her “can you 
understand English, mother?” In other 
words, the question is can she understand 
the letter, and, therefore, him? She, of 
course, can’t. Reading the “Ramayana” is 
her way of facing the violent reality that 
surrounds her peaceful house. 

That criminal innocence also di.stinguishcs 
Paru, Purushan’s girl friend, whom he is 
shown to reject as he forgoes an academic 
career along with her. Later, Paru, dres.sed 
in darziing white is repeatedly shown listen¬ 
ing to Purushan’s mother reading the 
‘Ramayana’ and reciting bhajans. Paru, 
then, is already on her way to becoming 
another ‘mother’ for whom religion is 
escape. Ironically, Purushan’s task is to 
report to these ijeople. Will they understand 
it? Abraham gives no clear answer. 

Again, well into the latter part of the 
movie, when one of Hati’s friends goes to 
the activist leader Vasu's house, he is shown 
to flip through a book of photographs, 
showing the ravages of the Ethiopian famine, 
the Vietnam war, and the charity of Reagan's 
‘Christian Soldiers' all over the world. 

The visuals shown in close up, which ex¬ 
pands their space and extends their time arc 
the more unbearable;|y:ause of the voice¬ 
over commentary accompanying them has 
nothing to do with the photographs; what 
is heard as commentary is the voice of a 
women reading the palm of Vasu’s mother 
predicting a bri^t and comfortable future 
for hei jwr son, who is neck deep in M-L 
activism. 


The sheer brutality of this irony makes it 
impossible to believe that Abraham has a 
positive role for woman in the scheme of 
things. Even at the end of the movie, that 
doubt persists. Purushan's question, for in¬ 
stance, to his mother as she reads the letter 
is actually answered in the negatt're by Hari’s 
mother when she says “I could never under¬ 
stand his wants, his way of life”. 

As was said earlier, the concept of woman 
is only one of the factors contributing to the 
problematic of the film. Another is the por¬ 
trait of the protagonist himself. Often 
Purushan closely resembles Hari. This 
resemblance is made explicit when placing 
his head against a knotted branch which 
draws the shadow of a noose on the ground, 
he says “1 dearly want to share the political 
convictions of my friends, but mother, all 
1 can think of is Hari’s tragedy”. 

This part of Purushan’s report is filed 
from Cochin, Hari’s hometown. It is in¬ 
teresting thiit Hari’s tragedy is not so much 
his suicide as the false consciousness and 
non-involvement which lead him to it. These 
are Purushan’s problems too, even at the end 
of his journey. 

In the same sequence, he is shown lying 
on the ground in a posture that is remarkable 
for its resemblance to Hari’s corpse and the 
way it is laid in the mortuary. 

In addition to all this, both are shown to 
be hailing from middle class families. 

At a basic level, then, the movie’s pro¬ 
blematic is not to be seen in terms of 
character: given our political reality of 
fascistic sodal, property and productive rela¬ 
tions, what is the role of a Purushan with 
his middle class social conditioning? A'^ a 
matter of fact, a major question which stares 
the audience in the face is the middle class 
intellectual’s role in poltics. The flaw of the 
Report to Mother, if it can be called one, is 
in not pursuing that question. 

There is also the question of physical pain. 
Hari breaks down under torture. His humili¬ 
ation is not only in betraying his friends. It 
consists also in sacrificing the artist in him 
for no apparent cause. His hands broken, 
Hari is unable to play tabla. later the tabla 
itself i.s ‘murdered’ when he pierces it with 
a dagger. 

Is he, like Salvador Dali, saying that he 
doesn’t “care a shit for art?”. Abraham’s way 
of answering these questions is, obviously, 
the making of the movie itself. But what is 
more important than rare flashes of creati¬ 
vity (like Abraham’s) is, surely, a strategy 
that will not isolate the artist from the 
collective. The film’s silence on this aspect 
is deafening. 

Ill 

“In the case of films, mechanical 
reproduction is not, as with literature and 
painting, not only an external condition for 
mass distribution. Mechanical reproduction 
is inherent in the very technique of film 
production. This technique causes mass 


distribution; it enforces mass distribution, 
because, the production of a film is so ex¬ 
pensive” (Waller Benjamin in “Illumina¬ 
tions”). By collecting money, raising capital 
from the common people, to foot the ex¬ 
penses of a movie; and by distributing the 
product directly to the masses without the 
middleman’s role enacted by commercial 
distributer, John Abraham has revolutionis¬ 
ed the. process of making a movie. 

The importance of Abraham’s break¬ 
through can be truly recognised only when 
one realises that the commercial distributor 
is now in a position to make conditions of 
a film’s freedom of expression. Every time 
a stunt bursts out on the screen, every time 
a woman strips to dance, every time your 
sensibility is violated, you can be sure that 
the distributor is on the camera trolly, 
breathing down the director’s neck. 

Report to Mother, by its technique of rais¬ 
ing capital and sharing the labour of pro¬ 
ducing a work of art with the mas.ses is 
asking both distributors and the conven¬ 
tional ‘mass cinema’ to go to hell. 

According to Abraham, Odessa, the co¬ 
operative agency that distributes the film is 
a “fraternity of film lovers”. With two 16 
mm projectors and dozeils of film activists, 
it has so far conducted over 500 shows in 
the open in villages and other places. They 
include many film classics including Anand 
Paiwardhan’s Prisoners of Conscience. 
Abraham and his ‘friends', some of whom 
have acted in Report, believe that this co¬ 
operative and informal venture is a way of 
“bridging the gap between real cinema and 
the common people’. The active involvement 
of the masses, the integration of the techni¬ 
que of production with the product, and the 
didactic product itself, are all as far as one 
can see part of a strategy to politicise film- 
making and watching. 

In India, as elsewhere, capitalistic ex¬ 
ploitation of film denies consideration of 
modern man’s legitimate claim to be re¬ 
produced. Instead what he gets is a pseudo 
representation in the form of vulgar anti¬ 
types like Amitabh Bachchan. The people’s 
identification with such ‘types’ is false and 
almost complete. What Abraham does is to 
make use of people who portray themselves 
and primarily in their own work process. In 
effect, Abraham is making the medium the 
message. 

If art can be moulded into an instrument 
of radical change, then, it is a fair guess that 
it must be something like Report to Mother. 


When corrcspondiqg with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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Social Sciences in Health 

An Alternative Paradigm? 

Roger Jeffery 

Social Sciences and Health Service Development in India: Sociohigy of 
Formation of an Alternative Paradigm by D Banerji; Lok Paksh, New Delhi, 
1986; pp xii + 197, Rs 150 or US $ 20. 


DEBABAR BANERJI (hereafter DB) is the 
most prominentsocial scientist in India con¬ 
cerned full-time with issues of health and 
illness, health services development and 
health policy. His international reputation 
is considerable. He regularly takes part in 
WHO consultations and other forums where 
he provides a non-official Indian perspec¬ 
tive. He has published in a wide variety of 
foreign and Indian journals. Some of his 
early writings~-on tuberculosis control and 
on the utilisation of primary health 
centres—are minor classics. Unfortunately, 
the book under review does little to enhance 
this reputation, and must leave many of his 
supporters wondering what has gone wrong. 

The book’s strengths can be readily sum¬ 
marised. It has an interesting discussion ot 
some 19S0s research projects, particularly 
the Research-cum-Action Project, which 
attempted to introduce sanitary latrines into 
rural India. DB puts together material from 
dispersed sources to trace the links between 
that project, the Khanna and Narangwal 
projects, and the creation of social science 
ceils in the National Institute for Health 
Administration and the Central Family Ban¬ 
ning institute (pp 32-46). The centi^ role 
of Hugh Leavell comes oat clearly, though 
more information on his perspective and 
contributions would have been of interest 
here. Further, DB provides a summary of 
what he sees as the most important aspects 
of the work he carried out with Andersen 
and Mahler at the National lUberculosis 
Institute in Bangalore from 19S9 to 1963 
(pp 96-103 and 141-142), and his work 
since then. 

However, the book also demonstrates con¬ 
siderable weaknesses, both in style and con¬ 
tent. The style Has many irritating features, 
minor perhaps in themselves but together 
adding up to signs of the book’s rapid crea¬ 
tion and inadequate basis. Firstly, it is 
repetitive; its overall length could be cut by 
10 per cent with no loss of content if it was 
better organised. DB seems aware of this 
when he writes (on p 116) “this study [of 
health behaviour] has been referred to earUer 
on many occasions". B^ond the internal 
repetition is the duplication of material DB 
has already published, in some cases several 
times, yet adding very little that is new. The 
overlap with his "Health and Family Plan¬ 
ning Services in India" is most obvious, but 
some passages are restatements of DB’s 
earlier work, which read very strangely as 
he discusses them here in the third person. 
Sometimes, these are summaries of his 


mpirical research; on other occasions, the 
support for his opinions is other papers 
where the .same opinions were voiced. 
Perhaps, like Lewis Carroll’s Bellman, he 
thinks that “what I tell you three times 
is true". 

7'his gives the book a very unbalanced 
structure. Whereas almost four pages are 
given over in the bibliography to a complete 
listing of DB’s works, several authors are 
notable by their absence. For example, 
G R Gupta’s edited collection of articles is 
ignored, as is that by Dyson and Crook; 
Lesli^ Brass, Zimmerman and Tabor’s 
contributions to the study of indigenous 
medicine are ignored; Venkataratnam and 
Minopha’s hospital studies find no place; 
and in the discussion of the establishment 
of institutes, the International Institute for 
Population Studies (and most of its publica¬ 
tions) are missing. Some of these gaps are 
of articles which directly challenge DB’s 
views presented here, as with the articles of 
Van der Veen and Nichter (in Gupta’s col¬ 
lection), and none of them are obscure. 

In addition, DB gives little credit to most 
of the authors whose work he describes. 
Books and articles are dismissed as in¬ 
adequate, or showing “major shortcomings 
in the concepts, methods and data base" 
(p 57) or “basic flaws", ‘!crippling infir¬ 
mities”, “gross limitations” or “gross 
disregard for some of the most elementary 
norms for research methodology”. All good 
knock-about criticism perhaps, but not con¬ 
cretised, exemplified, developed, or tempered 
with an appreciation of what might nonethe¬ 
less be worthwhile. Rather, a dismissive 
attiti^e seems to pervade the book. As he 
has done elsewhere, DB refers to the so- 
called “law of lighter weights rising to the 
top" and a “culture of mediocrity”, but since 
these claims are given no substance they 
remain little more than sophisticated in¬ 
vective. Many of the shortcomings of Indian 
social-scientists are laid at the feet of western 
academics, accused either of failing to en¬ 
courage the expression of alternative views 
(by some unspecified subtle undermining) 
or of sponsoring second-rate research. 

The poorly developed nature of his attack 
on the effects of western social scientists 
(and western social science) is all the more 
f^undamental because this forms one of the 
very few theoretical concerns expressed in 
the book. It is worth reviewing the book’s 
origins. DB offered to organise a session for 


the Research Committee on Medical Socio-v| 
logy at the Delhi World Sociological Con-.'; 
gross held in August 1986. He went further, 
proposing that the session should consider ' 
the progress made in the social sciences in 
the health field in India, and that he would "I 
form a small group to prepare a report for v; 
discussion. This book is the outcome of that 
self-imposed task, now considered as a con-^', 
tribution to the sociology of knowledge, with.' 
an account of a parallel movement to ' 
develop an alternative, indigenous paradigm. * 
The major organising theme—the only sub-,> 
stantive issue in the sociology of knowledge .. 
raised in the book—is whether or not a, 
western reference frame was adopted by par¬ 
ticular authors, and why. But since we are ‘ 
not shown what DB means by this ‘frame’,' 
nor are different facets displayed (except for, 
occasional references to ethnocentrisffl), the ■ 
analytic value of the concept is under-. 
dweioped. Clearly, not all western social . 
scientists are guilty (?) of employing the^ 
‘frame’, nor does all western social science.’; 
suffer from it. since DB himself employs ' 
elements of marxism, systems theory, and 
anthropological fieldwork when it suits him, ’ 
and refeis approvingly to Scandinavian -; 
authors, and George Foster, in particular. 

The absence of a developed theoretical > 
framework is obvious when DB moves out¬ 
side the areas described earlier. In parts, pro- • 
jects and books are merely list^, with a.; 
summary of the topics covered, with no hint * 
of the theoretical concerns.they addres!sed,s, 
nor of the conclusions they reached. Ab V 
outstanding example is the Kota study (p 74). . 
Such listings hardly warrant publication, and ^ 
provide no sense of ‘development’. Even the 
other obvious theoretical axis—the role of 
problem-orienwtion stemming from the 
institutional locations of many of the 
authors discussed, in institutes which have 
to supply planners and administrators rathe 
than other audiences—is discussed bettei 
elsewhere. 

Ironically enough, another book distri¬ 
buted to those attending the Delhi Sociology; 
Congress contains a chapter by S R Mehta 
on the sociology of medicine. Astonishingly, 
Mehta manages to avoid referring to any 
of Banerjec’s work, and he too tends to' 
deteriorate to a listing of .studies, a sin which ' 
Mehta identifies in the first survey of ', 
medical sociology in India, by Ahluwalia, ^ 
in 1972. A depressing story, retold too many ■ 
times. What of DB’s alternative? It seems . 
rightly to be called his, since in India only , 
his own and his student’s works are cited as ' 
examples, but oti this showing the strengths. 
of his approach remain to be demonstrated. 
We are still at the level of claims and; 
promises. Perhaps if DB was to publish the ’' 
long-awaited ‘health behaviour’ study, '; 
started in 1972 and still to produce the 
material on health culture and health 
behaviour, instead of diverting himself into 
surveys of other people’s work, we would be 
better served. 
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Shn Bansi Dhar 


Ladies and Gentlemen, 


I extend a warm and cordial 
welcome to you on the occasion of 
the 98th Annual General Meeting of 
the Company. The Directors’ Report 
and the Audited Accounts of the 
Company have been with you for 
some time and, with your permission, 
I will taKe them as read. 

I speak to you today after my first 
full year in office. During this period, 
there have been significant changes 
in direction both at the nationai level 
as well as within your Company. In a 
rapidly transforming socio-economic 
and business environment, changes 
are inevitable. In such a situation, 
what is necessary is Management of 
Change to ensure a smooth transition. 

National Scenario 

In the last couple of years that 
Prime Minister Rajiv Gandhi has been 
at the helm of affairs, he has initiated 
several directional changes to elimi¬ 
nate stagnation and to accelerate 
growth in our economy. Apart from 
introducing liberalisation in key areas 
affecting the economy, the biggest 
change the Govt, has introduced is to 
give a long term perspective to the 
new policies. This approach will 
enable adequate time to the economy 
to respond to the new policy initiatives, 
aridi'is most welcome indeed. 


During the last few years, our 
country has moved towards self 
sufficiency in food grains thanks to 
the green revolution and the forward 
looking policies of the Govt.. There is 
now a surplus of wheat and paddy in 
spite of two years of drought. 
However, India continues to import 
large quantities of sugar, edible oils 
and pulses to meet domestic needs. 
Whilst emphasis is being given to 
increasing the production of these 
commodities in our country to avoid 
scarce foreign exchange outgo, a 
much greater thrust is required in this 
direction. 

At a time when the country is faced 
with a mounting trade deficit, erosion 
in the value of the rupee, and large 
impending repayments of IMF loans, 
continued import of products indi¬ 
genously available is disturbing. This 
is not only an unnecessary strain on 
foreign exchange resources but leads 
to poor utilisation of valuable indust¬ 
rial facilities already installed in the 
country at enormous costs. 

If India has to overcome the 
balance of payment crisis, conditions 
have to be created to make indigenous 
goods cost competitive. This will not 
only provide that much needed 
impetus to exports, but will also 
enable imports to be curbed. However, 
it has been seen that Indian products 
suffer a considerable cost disadvant¬ 
age due to labour-intensive methods, 
poor labour productivity, over protec¬ 
tive labour legislation and the high 
cost economy that has built up over 
the years. Prime Minister Rajiv Gandhi 
has. very rightly, placed great empha¬ 
sis on increasing productivity and 
enhancing quality at every level, and 
this is perhaps the prime task for all of 
us. In this context, some of the laws 
need to be reviewed to make them 
more relevant to the national objective 
of increasing productivity, 

The availability, quality and cost of 
infrastructural inputs like power, fuel, 
transportation, etc. is also a matter of 
considerable anxiety. The Govt's, 
approach in evolving a long term 
policy on administered prices is a 
step in the right direction. Along with 
this, a serious effort will have to be 
made to cut back non-plan expendi¬ 
ture, which ultimately affects the 
entire cost structure of the economy. 


Indian industry is also constrained 
by high Capital Costs, amongst other 
factors. Like to like, manufacturing 
facilities set up in India entail a much 
greater investment than in developed 
countries. The problem is further 
aggravated by the high cost of capital. 
All these tend to push up product 
prices. Measures need to be evolved 
to improve Capital Input/Output ratio 
to make Indian industry more compe¬ 
titive. 

It is gratifying to see that the 
measures taken are beginning to 
show results on various fronts. I am, 
therefore, confident that with the 
dynamic and pragmatic steps being 
taken by the Govt,, the Indian 
economy will respond and vital 
break-throughs will be attained to 
enable Indian products stand up in a 
competitive environment. 

The deteriorating environmental 
situation and the need to curtail 
pollution has been an issue of great 
national concern. The Environment 
(Protection) Act, 1986, recently 
brought into force, is a measure that 
has our fullest support and coopera¬ 
tion. I would urge the Govt, to take the 
initiative in working out a coordinated 
approach and a package of measures 
to encourage industry in meeting the 
exacting standards required, specially 
for the older plants. 

Challenges and Perspective for 
the Company 

Your Company, too, has faced the 
challenge of change and I am happy 
to state that we are set to improve the 
working with a more unified and 
cohesive approach. There were, how¬ 
ever, two unexpected factors last year 
which have had a serious impact on 
the workirig results for the year under 
review. It is the Internal strength of the 
organisation which has enabled us to 
surmount the difficulties and given us 
the confidence to look at the future 
with optimism. 

Last year, I had referred to the 
unfortunate accident at the SFFI unit, 
which has consistently been one of 
our more profitable units. The incident 
took place in the sulphuric acid plant 
but the Delhi Admn. ordered closure 
of other plants also. I am happy to 
inform you that apart from the acids 
group, which still remains closed 
pending direction from the Court, atl 
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other plants of the unit have been 
given permission to restart and are 
now operating. In the current financial 
year, it is expected that the unit will 
perform satisfactorily. 

The Supreme Court ruling in our 
case against the Rajasthan State 
Govt, in regard to concessional 
power tariff was the other tremen¬ 
dous set-back. This dispute, pertain¬ 
ing to years prior to 1980, had been 
adjudged in our favour in the lower 
courts but was lost due to a retro^ec- 
tive amendment in legislation. Such 
actions affect the credibility of various 
fiscal incentives offered by a Govt., 
and in the long term, will inevitably 
reflect on decisions for further indust¬ 
rial investments. 

Whilst we take pride in the 
Company's ability to face unprece¬ 
dented challenges, it is important for 
us to plan for the future to keep pace 
with ever-changing business priorities. 
This will call for the best of profes¬ 
sional competence, business acumen 
and maturity in deciding the path to 
be followed. 

To this end. we have commenced 
the task of revamping DCM Limited. A 
fresh look is being given to the 
organisational set-up in the Company 
to help us in planning for future 
growth. Wo are also endeavouring to 
make existing investments more pro¬ 
ductive, competitive and profitable 
because these are ultimately the 
foundations on which we have to 
' build our organisation in future. 

We expect the liquidity position of 
your Company to show an improve¬ 
ment in the next tew years and are 
accordingly undertaking programmes 
for modernisation, expansion and 
diversification. 

Priority is being given to modernise 
and upgrade existing investments. 
Thus, trie textile operations are 
proposed to be modernised, and 
efforts are being made to increase 
capacity utilisation of the chemicals 
unit at Kota. It is also proposed to 
technologically update the Vanaspati 
Rant at Delhi to improve the yields 
and consequently profits. 

The rayon tyre cord industry has 
been subject to a demand recession 
due to consumer preference for nylon 
tyre cord, and we are examining 
possibilities of changing the product 
mix to better utilise the installed 
infrastructure. 

Information technology and elec¬ 
tronics today are sectors with a great 
potential for future growth and deve¬ 
lopment. Your Company is already 
wefi positioned in the field of com¬ 


puters and electronic data processing 
systems, and efforts are continuously 
being made to identify new appli¬ 
cations. The Company is also looking 
at the possibility of manufacturing 
Colour Television Picture Tubes. A 
technology tie-up with NEC of Japan 
has already been signed, and the 
Company is hoping to get the 
necessaiV clearances for the project 
soon. 

You are already aware that the 
Company is setting up a Cement 
Plant at Kota. The Plant is based on 
state-of-the-art technology from 
M/s Lafarge of France and is sche¬ 
duled to start up within this financial 
year. 

Besides, the Company has entered 
the field of bio-technology, another 
high-tech area, in a modest way, and 
plans to enlarge this aspect of the 
business are being reviewed. 

Your Company has always believed 
that human resources are also as 
important as tangible assets. It is the 
commitment and contribution of its 
people which is the determining 
factor in corporate excellence of any 
Company, and efforts are being made 
to harness the inherent strengths of 
our colleagues at all levels. 

Two years ago, Dr. Bharat Ram 
had informed you of the proposal to 
close the oldest unit of the Company 
at Delhi. This was in conformity with 
the Master Plan of Delhi. To finance 
the shifting and setting up modern 
facilities, it was decided to convert the 
land for housing development and 
into flatted factories. It is always a 
painful decision to close down any 
unit, especially so as the emotions 
and aspirations of our employees are 
of the utmost importance to us. It is 
with the same sense of responsibility 
to our employees that we made a 
separation offer that is unparalleled in 
the country, and a vast number of 
workers responded favourably to the 
offer. However, we are still awaiting 
the judgement of the Hon’bie Ftigh 
Court and the sanction of other 
statutory bodies before proceeding 
further in the matter. 

Our commitment to our share¬ 
holders has always been of priority to 
us. Thus, earlier this year, when 
Shriram Fibres Limited, a company 
promoted by DCM, offered rights 
convertible debentures, OCM Limited 
offered its allotment to you in turn. 
The response has been overwhelming, 
and I hope that all of you will have 
benefited from this. 

Changet In the BoanI 

During the year, Mr. H.T. Parekh 


resigned from the Board of Directors 
for reasons of health. Mr. Parekh, with 
his background in finance and his 
experience in ICICI was of immense 
help to the Company and we shall 
always cherish his association with 
DCM Limited. 

The passing away of Lala Jagan 
Nathji, the oldest director of the 
Company, is a matter of great sorrow 
and grief to us. He lent his vast 
experience and maturity to the opera¬ 
tions of the Company, and we shall 
miss his wise counsel and advice. 

Dr. S.S. Baijal, Chairman, I EL 
Limited has consented to join the 
Board of your Company, and I extend 
a very warm welcome to him. 
Dr. Baijal has a distinguished and 
eminent record in the chemical 
industry and his contribution will be 
valuable to us in the management of 
the Company. 

It also gives me pleasure to 
welcome Mr. Mantosh Sondhi, Chair¬ 
man, Ashok Leyland Limited to the 
Board of Directors of your Company. 
Mr. Sondhi has a very rich administra¬ 
tive experience and has held several 
important positions in the Govt, and 
Industry. We look forward to his 
active participation in guiding the 
affairs of your Company. 
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Science and Society 

Jaya Mehta 

Science, S<K!ieiy and Peace, by D D Kosambi; Academy of Political and Social 
Studies, Akshaya Chambers, Kelkar Road, Pune 411030; pp 138, Rs 18.00. 


THE first publication of the Academy of 
Political and Social Studies, Pune, brought 
out in 'he International Year of Peace, is a 
compilation of writings and speeche.s of the 
renov/iied scientist D D Kosambi on science, 
society and peace. 

In the recent past, issues related to the 
development of science and technology, 
dangers of nuclear holocaust and social and 
economic justice arc being discussed so 
widely that the scientific community can 
hardly be expected to remain indifferent to 
them. However, one would agree that the 
degree of involvement is not sufficient. Most 
scientists pursue their research in their 
specialised field irrespective of its implica¬ 
tions for the betterment of human society. 
In fact, the industry of war holds captive the 
greatest assembly of scientists ever gathered 
for one task in the history of humanity. 
Science departments in universities and 
other academic institutions are the major 
targets of the Pentagon’s effort to promote 
rc.scarch into space weapons. Recently 6,500 
US scientists have pledged not to take part 
in the Reagan administration's space 
weapons programme. 

In such a situation D D Kosambi’s 
writings come to us as a refreshing reminder 
to leasscss our performance not as experts 
in a narrowly defined specialisation, but as 
responsible citizens of our country and also 
as members of the world community. 

The first essay is an autobiographical 
account, which is indeed very impressive. It 
seems Kosambi pursued his research with 
two motivating forces. One was the pleasure 
that he derived from the beauty and elegance 
of a scientific enquiry, mathematics in 
particular. The other was his conviction that 
researeh must aim at providing better under¬ 
standing of the natural and social environ¬ 
ment, so that human society may benefit 
from it. What is impiessive is that in pur¬ 
suing his research, guided by these motiva¬ 
tions, he just did not accept the boundaries 
drawn between different disciplines, (f^haps 
he was genuinely inspired by Einstein’s 
unified theory of the universe!) He never 
seemed to have hesitated the slightest bit in 
plunging into a new field with which he had 
no earlier familiarity. Thus he travelled far 
and wide in the field of research from tensor 
analysis and pathgeometry to genetic 
engineering and numismatics, to Indology, 
social anthropology, archeology and then 
.Marxist interpretation of history. 

After reading his autobiographical 
account, one would expect that a scientist 
with his gifts would have very definite views 
on the meaning of scientific progress and he 


would state them without any ambiguity. 
This is precisely what follows in the rest of 
the book. 

There are seven essays on science and 
society. Kosambi has talked on the meaning 
of freedom for scientists, problems of 
science and technology in an underdeveloped 
economy, scientific altitude and religion and 
progress of science and technology in a post- 
revolution, planned society, namely, Russia 
(although some citations from China are 
also there). Kosambi was firmly convinced 
that development of science and technology 
would be at its best when it is planned in 
the broader socio-economic context. He also 
thought that the freedom of scientists in a 
free enterprise economy was not genuine. 

One ne^ not agree with all that Kosambi 
has said. For instance, progress in the Soviet 
economy in the SOs and 60s could have 
impressed anyone, whereas in the last decade 
the socialist economics have been facing 
certain genuine problems of efficiency. It is 
then possible that today one may differ from 
Kosambi’s perspective regarding the poten¬ 
tial of the existing socialist societies. 
However, the questions raised by him on 


various issues and the solutions offered 
undoubtedly deserve very serious considera¬ 
tion by every member of the scientific 
community. 

The next two sections include two essays 
on the nuclear threat and peace and three 
on the energy question in India. Today his 
concern for the danger of nuclear cata- 
strophy and his views on Indian planning 
may sound all too familiar, but considering 
that they were written in the SOs and early 
60$, one gets surprised at the foresight 
shown. 

In the end there are brief sketches of two 
great scientists Einstein and G D Birkhoff 
written with a special emphasis on their 
commitment to scientific enquiry, to their 
coumfy and to humanity. The piece on 
Einstein is very beautiful, and 1 hear that 
it was appreciated a great deal when it 
appeared first in The Times of India in 1959. 

One must admit that there are a number 
of repetitions in the volume. Perhaps these 
could not have been avoided as these are 
writings on interrelated issues presented on 
different occasions in different forums. The 
book is easy to read and certain illustrations 
given by him to substantiate his points are 
quite interesting. Considering the current 
costs of production, the book is priced 
moderately so as to enable intellectuals and 
activists to buy copies fur themselves. A little 
more care in printing can perhaps be 
attempted in the next edition. 
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At both the national and International levels, the politics of conversation, dialogue 
and discourse is giving way to the depoliticised rule of the proponents of 'scientific, 
objective knowledge' of society and history in our so-called tcchnetronic age. The 
perspective informing the essays in this collection is the need to check this scientistic 
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Regional Growth Linkages from Agriculture 
and Resource Flows in Non-Farm Economy 

Barbara Harriss 

In this paper, the advocacy emanating from international research on agricultural growth linkages is subjected 
to empirical validation in an agricultural district in South India. In part one, the characteristics of non-farm activity 
are analysed in terms of their material relations with agricultural production. A varied data set covering flows 
of commodities, money and finance and labour is marshalled to show that industry is not for the most part rurally 
located, small-scale, labour intensive and based on local raw materials and local final markets. In part two, the 
implementation of policies designed to favour rural non-farm activity is found to divert resources away from 
priority targeted sector. Our findings reveal the increasing importance of the national market and of regional 
integration and the likelihood of substantial flows of agricultural surpluses to the commercial, industrial and 
metropolitan economic sectors, a process supported by public sector mobilisation and allocation of resources. 


There are nine and sixty ways of consiruaing 
tribal lays, 

And-cvery-single-one-of-them-is-right! 

—Rudyard Kipling. 

4 

THE development of the home market has 
been a major concern of classical political 
economy, linked, as the process is, to the uses 
to which the marketed, surplus of agriculture 
is put. While analysis of the linkages bet¬ 
ween agriculture and the rest of the economy 
can be dated back to Quesnay in 18tb cen¬ 
tury France, the effort to specify them em¬ 
pirically and quantitatively is much more 
recent.' The new research disaggregates 
regional growth linkages from agriculture 
into three types: 

i) Backward linkages, or the resultants of 
demand from the agricultural sector for 
intermediate or capital goods; 

ii) Forward linkages, or the resultants of 
supply of agricultural products to agro¬ 
processing industry; and 

iii) Consumption linkages, emanating 
from the expenditure of income got from the 
marketed surplus. Consumption linkages are 
thus also known as expenditure linkages. 
Backward and forward linkages are also ag¬ 
gregated and referred to as production 
linkages and also inter industry linkages.- 

Controversial issues with implications for 
development policy are; 

i) Whether the growth linkages of agri¬ 
culture are stronger or weaker than those of 
industry; 

ii) Whether consumption linkages are 
stronger or weaker than production linkages;’ 

iii) Whether local linkages arc stronger or 
weaker than non local linkages; 

iv) Whether local linkages are better than 
non local linkages and thus whether state 
governments should implement policies 
which strengthen the local secondary bene¬ 
fits in regions already favoured with public 
sector investment in agriculture itself.* 

It is the purpose of this paper to examine 


non-farm resource flows in the eastern plain 
of North Arcot district of Ihmil Nadu. The 
state of knowledge about such flows and 
their relations to agriculture elsewhere has 
been summarised by Mellor (whose work 
has inspired much of the research on growth 
linkages’) in this way. First, with respect to 
the downstream linkages from agriculture, 
rural households’ consumption links to the 
non-farm economy are the prime source 
of indirect growth effects within a local 
economy.® Second, these consumption 
linkages “arc predominantly concentrated 
within rural areas because the kinds of goods 
and services demanded are typically pro¬ 
duced by small, labour intensive enter¬ 
prises”.^ Mellor suggests that agricultural 
income contains the potential signincantly 
to enhance rural non-farm employment In 
turn this will indirectly benefit the poor and 
thereby enlarge the market for agricultural 
goods. Evidence from Malaysia and nor¬ 
thern Nigeria shows that it is households 
operating the largest farms which have the 
expenditure pattc-rns most desirable for the 
generation of this labour intensive growth. 
‘T.arge and more commercial farms have an 
important role to play in broadening the 
participation of the poor in benefits of 
growth!’* 

These conclusions, recast as hypotheses, 
are the springboard for research in the 
eastern half of North Arcot district (see 
map 1), which has a population of some 
four miilions. Ijocated on the Coromandel 
plain, this is a semi arid district, receiving 
its 7ci0-l,000 mm of rainfall both with the 
onset of the south-west monsoon in June 
and July and also more intensively with the 
northeast monsoon from late September to 
the end of November. There is a moisture 
deficit for most of the year and irrigation 
is vital for cultivation. Mostly this takes the 
form of groundwater irrigation using small 
electric pumpsets. The agricultural economy 
is simple, dominated by paddy cultivation 


on irrigated land (7,.y0,000 tonnes producnl 
on 50 per cent of gross cultivated area) and 
groundnuts production on non-irrigated 
land (2,50,000 tonnes produced on 40 per 
cent of .gross cultivated area). In terms of 
agrarian structure. North Arcot is not an 
area of big estates nor (historically as well 
as currently) of extensive tenancy. The 
average holding si/e is about three acres. But 
for decades, if not centuries, the rural 
economy has been dominated by a small 
class of rich peasants controlling the mass 
of poor peasants through land, labour, 
money and commodity markets." Over the 
years from 1967 to 1984, paddy production 
is estimated to have increased 1:^ 50 per cent, 
with yield increases more than compoisating 
for a small decline in the area unda paddy.'" 
This green revolution in paddy technology 
has been a source of dynamism in the agri¬ 
cultural economy, though latterly it may 
have faltered because of pest infestations and 
because the profitability of paddy cultiva¬ 
tion is declining due to a costs-price squeeze. 
It appears that a modest diversification has 
taken place within the rural economy during 
this green revolutionary' period with as many 
as a third of households in randomly 
.selected villages relying on uon-agricultural 
income. The region has been historically 
comparatively well-endowed with towns." 
Whereas the village population increased by 
15 per cent between 1971-81, the urban 
population of thus region grew at twice this 
rate (29.6 per cent).'-' labour has moved 
not only to local towns but also to metio- 
politan cities. 

The analysi.c of non-farm resource flows 
which follows is based upon the following 
data. 

i> Official, unpublished raw data from the 
Di.strici Industries (entre on over 1,300 
registered and active small-scale industries 
in the study area of North Arcot's eastern 
plain: 

ii) Published data on industries benefiting 
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from government's industrial policy and 
located on small industrial estates closely 
adjacent to our study area, together with 
primary data from a field survey of one 
industrial estate in the study area; 

iii) A random six per cent sample of 
private and public sector industry, com¬ 
merce, finance and services in one market 
town. Arni (with a present population of 
some S0,(X)0) carried out at two points of 
time. 1973 and 1983. 

iv) Detailed data on officiai credit from 
district plans, 1977-1985. 

v) District level, unpublished, official 
annual data from 1972-73 to 1983-84 on the 
sectoral mobilisation and aliocation of 
government revenue; detailed case material 
on public sector resoutcc flows in Arni town 
and its rural environs; and case study data 
on employment atid salaries in the public 
sector. 

This paper summarises empirical results 
of this rather variegated data base which has 
been criticised and treated at length in a 
series of reports.” 

Non-farm resources can be conceptualised 
in two different ways. First, activities can be 
classified according to the nature of their 
linkage with agriculture. Diagram I for 
example shows the pattern of linkages of 
small industries in North Arcot’s eastern 
plain according to whether the firms com¬ 
prise forward, beckward or consumption 
links, and then by whether the link is direct 
or (in the case of the manufacture of non- 
agricultural machinery) indirect, quantified 
according to the number of registered units 
in each category. 

The second way in which linkages with 
agriculture have been conceptua)i.scd here is 
in terms of flows. In turn there are three 
kinds; (i) commodity flows; (ii) flows of 
finance (private investment capital, flows of 
wages and interest, and state revenue and 
expenditure); and (iii) labour (location, 
migration and wages). 

In the first part of this paper we examine 
flows, linkages and the structural characteri¬ 
stics of the non-farm economy in order to 
sec the extent to which they support the 
characterisation of local non-farm activity 
offerred by Mellor above In the second part, 
we examine government policies and inter¬ 
ventions in Older to assess from past history 
the capacity of the state to encourage the 
kind of rurally-led growth which forms the 
major policy conclusion of existing research 
on growth linkages.” 

I 

North Arcot Industries 

Though classified by the government as 
industrially backward. North Arcot has a 
considerable variety of industries (diagram I). 
Older agro-industries (leather, beedies and 
matches, cotton spinning and sugar milling) 
arc forward production activities located 


MAP 1: LOCATION OF REGISTERED SMALL SCALE INDUSTRY IN EASTERN NORTH ARCOT DISTRICT 



outside or on the periphery of the study 
region. They tend to use non local sup¬ 
plies.” The leather industry of North Arcot 
(comprising 70 per cent of all-India output) 
90 per cent of which is exported inter¬ 
nationally, is located in the Palar basin, 
north and west of the study region. Tendrils 
of ancillary industries extend onto the 
eastern plain. This important agro-indu.stry 
was not located for reasons of proximity 
to raw materials. Rather surplus labour 
(paraiyans, chakliyans and muslims) and the 
availability of Palar river water were deci-sive 
locational incentives. ” 

Other major industries (engineering in 
Arkonam and chemicals in Ranipet) include 
backward linkages from agriculture; fertiliser 
and pumpsets, pesticides for the inputs 
market and spares, tools and machines for 
the leather industry. These other industries 
are also geographically peripheral to the 
study area. 

There are four industrial estates in the 
district and another nearby at Hosur. Only 
a relatively small proportion of the district’s 
industries arc located on estates, supposed 
to act os growth centres for rural backward 
regions. In fact, the estates are in the most 
developed Palar basin region and/or they are 
periurban components of the largest towns. 
All but one are close to the main road 
between Madras and Bangalore and the 
industrial zone in North Arcot is half way 
between these two large cities from which 


repelling and dispersing industrial policies 
are being operated.” 

The product mix on these industrial 
estates has been commented on by others, 
speciFicaily for its lack of local linkages. Says 
Bharathan of Hosur’s new industries; 
“There is no production catering specifically 
to local needs". '* The large new industrial 
estate at Ranipet has sprouted chemicals, 
metal, ba.se metal, machine manufacturing 
and transport equipment industries. The 
only agro-based industries (food canning, 
textiles) are small branches of firms located 
out of the region, drawn to Ranipet because 
of financial incentives discussed later.'* The 
small and old industrial estate, started in 
1964 at Katpadi on the outskirts of Vellore, 
has an output mix in which only 14 per cent 
by value are backward-linkages from agri¬ 
culture (machine inputs, spares and repair 
.services) and 33 per cent comprise machinery 
and chemicals for agro-processing industry. 
Yet, although this is a sizeable sectoral 
linkage to agriculture, this is not a local 
linkage to agriculture. 

Within the study area there are 1,357 
registered and active small scale industries 
(SSI), half qf the district’s total. The District 
Industry Centre has licence lists giving star¬ 
ting dates, location and investment and 
employment and operational details in the 
year of sqiplication for licence (which is by 
no means necessarily the year of starting). 
The data yield the following characterisation 
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Diagram 1: AGRICULTURAL Linkages OF registered small Scale industries 
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of North Arcot’s small industry. 

First, the location of industries is over¬ 
whelmingly (85 per cent) urban (map 1). by 
which we mean located in towns (most of 
which ate over 20,(XX) in population). Nearly 
half the industries are located in Vellore 
it.seif. Industries which are almost com¬ 
pletely urban in location are; 

i) The machinery, spares and repairs 
industries for agriculturally based and non 
agro-based consumer goods, transport and 
agricultural capital goods; 

ii) Agricultural inputs industries; 

iii) The processing of non-grain foods; 

iv) Manufacture of non-agricultural con- 
.sumer goods. 

Second, the age structure of the popula¬ 
tion of industrial firms shows the persistence 
of old established industries (such as rice 
milling, printing presses, transport, spares 
for agricultural capital goods and carpen¬ 
try) which tend to be rural in location. 
Superimposed upon this reticulation are the 
60 per cent of registered industries which 
have been established since 1973. These 
(notably agricultural inputs, stone, blue 
metal and granite work and flour milling) 
are urban in location. 

The third characteristic of small industry 
is the weakness of local commodity linkages 
in the product mix. This theme will be 
developed in the section on commodity 
flows. Diagram I shows the preponderance 
of primary agro-procc.ssing industry (notably 
rice and old milling) and agriculturally-based 
consumer goods. Most of the former but few 
of the latter are based in part on local 
agricultural products (cotton, silk and 
timber, wheat and hides in particular being 
traded long distances). By contrast one-third 
of the registered units comprise non-agri- 
cultural .intermediate goods or machinery, 
or consumer goods where the connection 
with local agriculture is not direct and can 
only be articulated through possible expen¬ 
diture linkages derived form agricultural and 
non-agricultural income. The remainder 
consists of pumpsets, irrigation pipes, elec- 
trical/diesel motors, inputs .such as fertiliser 
and metal tools and ancillary equipment 
such as trailers, bullock carts spares and 
components and manufacturing industry. In 
terms of the numbers of units. North Arcot’s 
“backward industrialisation" appears to be 
more strongly and directly linked to agri¬ 
cultural production and than to consump¬ 
tion expenditure whether local or non-local 
and whether a response to agricultural or 
non-agricultural income. 

Fourth, we note the predominance in 
terms of capital invested of large scale not 
small scale enterprises. The old established 
leather industry has been revitalised by the 
cost reducing mechanisation of pretanning 
processing and by the 1973 Export Control 
Order. This has penalised semi-finished 
exports and encouraged the domestic exten¬ 
sion of the production process. As a result 
the industry has undergone concentration. 


Capital intensity has trebled in real terms in 
eight years, small and petty firms cea.sing to 
operate.^® 

On the Ranipet estate only 10 per cent of 
the firms are small scale and 30 per cent arc 
large. The median and mean total (fixed and 
working) capitals are Rs 40 lakh and R$ 82 
lakh respectively. By contrast tho.se on the 
local Katpadi estate are Rs 16 lakh and Rs 6 
lakh, respectively. 

Registered small scale industry is a diverse 
si 2 e category. The largest industries, with 
capitals in the range of Rs 2 lakh to 7 lakh 
(in constant 1983 prices^') are semi-finished 
leather, brick manufacture, rice mills, silk 
reeling and twisting. Small industries with 
under Rs I lakh are carpentry, aluminium, 
brass and copper vessels manufacture, the 
making of cement pipes and wheat Hour 
milling. Although registered small scale 
industries in the eastern plain are smaller in 
size than those on industrial estates, the 
majority of these firms are at the large end 
of the non-normal size distribution for SSI. 
The larger firms manifest backward and 
forward production linkages from (not 
necessarily local) agriculture. Smaller sized 
firms have most obvious consumption 
linkages but these are only 12 per cent of 
all registered firms. 

Fifth, the labour intensity of industry 
varies enormously between and within 
industries. On the Ranipet industrial estate, 
the value of fixed assets per employee 
averages Rs 71,100. By contrast in the leather 
industry and on the Katpadi industrial estate 


it averages Rs 24-28,000. For small scale 
industry, the ratios of total capital (fixed and 
working capital in 1983 real prices) per 
employee appear to have declined over time, 
with the explosion of more labour intensive 
urban industry (table 1) but variation across 
types of firm is high. Most capital intensive 
industries with over Rs 40,000 per emplc^ee 
in 1983 prices (inflated using the general 
price index) are rice and oil milling, leather 
manufacture and spares and repairs to 
pumpsets. Backward production links from 
agriculture are represented by one per cent 
of firms in the group with over Rs 40,000 
of total capital per employee, and forward 
production links from (not nece.ssarily local) 
agriculture comprise 18 per cent. Most 


TABLt 1: CAPiTAL/LAwrt'R Ratios IN Firms or 
Varvino Age- 1983 Prices 


Date of Start 

X 

sd 

n 

Before 1950 

45.33 

40.37 

34 

1950-59 

43.60 

34.00 

67 

1960-69 

40.26 

43.10 

203 

1970-79 

21.60 

23.70 

599 

1980 . 

21.59 

22.00 

298 


Table 2: Capital/Lablhir Ratios -Small 


Sc ale Industries 

North Arcot DisTRiri 


N 

sd n 

Rural 

29.58 

34.28 165 

Urban 

28 54 

83.69 %9 


Note-. Casual labour is not recorded in data in 
North Arcot Disirict Industries Centre. 


33 
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lahuui intensive emerprises are silk, matches, 
ment pipes, stainless steel goods, bricks 
and spares and repairs fur agricultural 
implements (29 per cent of all firms). Most 
of these are Iarge-si7ed industrial firms in 
terms of capital and the absolute numbers 
employed. There is no significant difference 
in ratios of capital per employee between 
rural and urban industry although there ap¬ 
pears to he a greater size range in urban area.s 
(table 2) 

Table itemises those inilusities with 
the characteri.stics specified by Mclloi as 
desirable for local growth linkages: rural 
location, small size, high labour intensity 
and prevalence. Most firms do not have the 


desired characteristics. Even amongtit those 
winch do have desired characteristics, the .silk 
and leather industries are agricultural but 
not local, while the heavier industry which 
may be local in its linkages is neither 
small scale nor laboiii intensive. 

Commodity Pix)ws of North Arcw 
Firms 

On both input and output sides, the 
linkages of North Arcol's industry and trade 
tend to be non-local, even when they are 
agricultural. To flesh out this skeletal state¬ 
ment we can u.sc three sets of evidence: 

i) Industries on estates (munerically small, 
but relevant as indicative of the response to 


Table 3A: Iniii mries with Most Desirable. CuARAcrERisiics for Local Linkaoes 
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X 

— 

— 

X 

production 

Oil mills 

Silk/leather indu.stiies 

X 

— 

— 

< 

and 

cluth/matchcs 

Puinpset manufacture 

X 


X 

X 

consumption 

links 

and repair 

X 

X 

X 

X 

— 

Bullock can transport 
Machinery/spares for 
agricultural capital 


X 




goods 

Non-agricultural 
consumer goods 
(stainless steel, 
aluminium and 



X 

X 


copper vellels) 

“ 

-- 

X 

X 

X 


Tabi F 3B; IINKAOES SUMMARisrn 


Raw Materials Capital Labour 


A Industrial Estates 
Sectoral origins 
Geographical origins 
Sectoral destinations 

Geographical destinations 
B Small Industry 
Sectoral origins 

Geographical origins 
Sectoral destinations 

Geographical destinations 


not agricultural 
not local 
agricultural or 
agro-industries 
not local 

mainly agricultural 

< half local 
agricultural or 
agro-industries 
more local than 
on estate.s 


not agricultural 
not local 
some inherited 
land in portfolios 
local 

20 per cent 
agricultural 
local 

urban property 
and trade 
local 


tow grades local 


local 


Table 4: SEcnsRAi, Flows of Raw MATFRiAts -KHArPAOi Estate -1982-83 


Origin 

Rs 000 

Per Cent 

Destination 

Rs 000 

Per Cent 

Raw metai sheets/rods 

3927.2 

61 

Consumer retail items 

273 

.3 

Chemicals, paint.s, plastics 
Metal/plastic based 

1937.9 

30 

Agricultural inputs 

1274 

14 

intermediate products 

326.1 

6 

Medical machinery 

1365 

15 

Agro-industrial 



Intermediate machinery 



intermediate pioducts 

200.0 

3 

■f chemicals agro-ind 

300.3 

33 

(vegetable fats) 



Intermediate machinery 






+chemicals non-agro 
industries 

3185 
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current government industrial policy): 

ii) Registered small scale industries (where 
output data is not available); 

iii) Random samples of commerce, services 
and industries in the market town of Arni 
at two points in time over the decade 
1973-1983. So far as our data permit we shall 
examine sectoral linkages separately from 
spatial linkages, because the category 
"agricultural” is not to be equated to the 
category “local”. 

On the indu.strial estates, raw materials are 
rarely agricutturaL At Ranipet, the few agro- 
industries do not make use of any local pro 
ducts. The latter is true of the II per cent 
of industries which use agricultural raw 
materials at Hosur.^^ Ikble 4 shows that 
at Katpadi there are no agricultural raw 
materials. Only 3 per cent of the value of 
inputs come from intermediate products 
from non-local agro-processing industry. 
With respect to spatial trends, there arc vir¬ 
tually no local raw materials (4.5 per cent 
for Ranipet, 0.9 per cent for Katpadi, 2-5 per 
cent for Hosiir). Ihbles 5 and 6 show the 
importance of the industrial regions of north 
India in integrating the industries of North 
Arcut into national markets for raw materials. 
It is clear that Veiiore and Madras act as the 
major wholesaling entrepots for the ©.states. 
Interestingly, for North Arcot’s major agro¬ 
industry, leather, similar supply patterns 
hold. Less than 5 per cent of hides originate 
within the di.striet, while the rest come from 
urban slaughterhouses and depots in southern 
'Tamil Nadu or are shipped from north 
India.^"' 

With respect to sectoral destinations of 
output there exist weak inter-industry 
linkages between industries on the new 
estates.-* This is not true of the older 
Katpadi estate where there are no such links. 
'Table 4 also shows that the destination for 
a third of Katpadi’s outputs is the agro¬ 
processing industry, while agricultural inputs 
comprise 14 per cent of production outputs. 
Little of the produce of industrial estates is 
for local destinations (6.4 per cent within the 
district iii the case of Ranipet, 7.5 per cent 
in the case of Katpadi). Of the local flows 
from Katpadi, 75 per cent go to urban 
destinations. The bulk of output is whole¬ 
saled or processed further in Madras or 
Bangalore for distribution on national 
markets. The same is true of the leather 
industry, 89 per cent of which is exported 
and 10 per cent of which is traded to north 
India. 

Among registered small scale industries, 
the rough data on the sectoral origins of raw 
materials contrast strongly with the patterns 
from industrial estates (table 7)> There, is 
great variability within and between cate¬ 
gories of industry. About 65 per cent of raw 
materials come directly from agriculture and 
a further 9 per cent consist of processed 
agricultural products, the residual being 
industrial. Within the category of agri- 
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cultural flows, 72 per cent consist of rice, 
pulses and oilseeds while 24 per cent com¬ 
prise silk and leather. Paddy and oil pro 
cessing are the sole forward links from local 
agriculture. And we know from case study 
research that by no means all the input of 
paddy and groundnuts into local processing 
industry are local. In Arni for instance, over 
half the grain supplying agro-industry came 
from outside the district (20 per cent came 
from outside the state). And 90 per cent oi 
non-grain agricultural products for agro¬ 
industry (notably silk and cotton) originated 
outside the district.’’ Since 1960, the im¬ 
portance to urban gross output of both raw 
and processed agricultural raw materials ap¬ 
pears to have declined (table 8) with the 
emergence of smaller, urban, non-agrobased 
firms. The small industries with the strongest 
local production linkages are older not newer 
industries. 

We can construct detailed commodity 
flows for goods and services in the market 
town of Arni for 1973 and 1983 (tables 9 and 
10 ). 

Grain increased from a quarter to nearly 
a third of the gross output of randomly 
sampled firms over the decade. In 1873, 


Iabii 5; R.snihii Indusikiai Estate- 
CoMNKJlilTV I.INKA',|ES- 1982-83 

(l‘t'r lenl) 


Origin 

Destination 

Industrial estate 

0.4 

1.4 

North Arcot district 

4 

5 

Madras 

33 

22 

Karnataka 

0.6 

4 

S India 

10 

11 

N India 

— 

13 

W India 

14 

17 

E India 

28 

13 

Overseas 

10 

12 


Total output Rs 314 million. 
Ciros.s value added -= 65 per cent. 


grain flows originated mainly from the im¬ 
mediate rural hinterland of Arni. However, 
Arni is drawing paddy supplies increasingly 
(and especially in times of drought) from 
surplus districts at long distances both within 
'fiunil Nadu and from Andhra Pradesh. The 
destination of grain is urban, metropolitan 
and non-local. Non-grain agricultural pro¬ 
ducts are not only of minor importance but 
also non-local. Raw materials for the silk 
industry rose from 10 to 26 per cent of total 
gross output and ate also non-local in origin 
and final destination. The remaining corh- 
modities; agricultural inputs and general 
consumer goods originate from industrial 
and/or metropolitan cities. The locations of 
production of the agricultural inputs to 
Ami’s industries are increasingly non-local. 
Those of the other goods flowing through 
Arni tend to be metropolitan/urban in 
origin. 

The role of the regions has changed con¬ 
siderably over the decade. I'he share taken 
by Arni and its rural hinterland has dropped 
from 43 per cent of flow to 25 per cent. TTiat 
of the district capital, Vellore, has fallen even 
more vertiginously from 25 to 5 per cent. By 
contra.st "other districts” within Thmil Nadu 
(meaning Madras and Coimbatore) increased 
their share from 20 to 34 per cent; that of 
cities in other states (Bangalore. Bombay and 
Calcutta) rose from 10 to 35 per cent. Over 
the decade the relative importance of goods 
produced in metropolitan factories or 
wholesaled via big cities has increased 
strikingly. 

The proportion of gross output flowing 
to destinations within the town or the village 
hinterland dropped from 68 to 47 per cent 
over the decade and the share of good.s 
exported from Arni to other states also 
declined from 10 to 7 per cent. Goods 
flowing to Vellore increased (1-6 per cent) as 
did goods going to Madras, Coimbatore as 


well as to other rural destinations outside 
the locality (from 22 to 45 per cent). So 
Ami’s long distance export role has been 
consolidated. 

Wholesale transactions have increa.sed in 
real terms by a faaor of eight compared with 
a three-fold increase in retail sales. Most 
shops which had retail licences in 1973 now 
combine both retailing and wholesaling. The 
commodity accounts depict this market 
town increasingly as a wholesale centre. 
Whereas in 1973, 47 per cent of sales were 
wholesale Hows to non-rinal destinations, 
this had increased by 1983 to 67 per cent. 
This trend is not to be understood as the 
wholesaling of consumer goods for retail 
sale in local villages (although this is actually 
happening.^*) Rather, tlie most important 
component of this trend is the increase in 
wholesale flows of rice and silk to .Madras 
and Coimbatore. 

If the wholesale geography of Arni has 
changed, so has its retail geography. Whereas 
in 1973, less than hall (45 per cent) of all 
retail flows was to consumers from the 
village hinterland, by 1983 more than half 
(55 per cent) was. Clearly i ural purchasing 
power has been increasing, both as a result 
of agrarian change-'* and the expansion of 
the silk industry by a factor of 25 in real 
terms. 

Financial Fixjws in North arcot 
District 

The data are patchy but they all point in 
the same direction. On balance there would 
seem to be a How of investment funds out 
of the district into other areas (destination 
unknown); and within the district there ap¬ 
pears to be a flow from less developed and 
rural areas to more developed and urban 
areas. Evidence has come from: i) data on 
loans and deposits from co-operative and 
nationalised banks; ii) data on flows of 
interest and of investment capital in and 
around Arni; iii) data on industrial subsidies; 
and iv) data on government revenue and 
expenditure. 

First, table II shows the relationship bet¬ 
ween deposits and total advances aggregated 
for all banks in North Arcot district. From 
1977 when loans exceeded deposits, there is 
a fluctuating but increasing tendency for 
deposits to exceed loans, that is for net flows 
out of the district. The excess was Rs 4.6 
crorc in 1978 and Rs 18 crore in 1983. 
Unfortunately, it is not possible to specify 
the social and economic origins of this 
financial surplus. 

Within North Arcot district, there is only 
one year (1979) for which block level data 
is available even in unpublished form. There 
appears to be a marked spatial disequilibrium 
and a noticeable gradient of financial flows 
(map 2).’" While the Third District Credit 
Plan characterised spatial development 
within the district as uneven, the northern 
area being more developed and the southern 


Table 6; Katpadi Industriai Estate-Commodity Linkages 



Origins of 

Origins of Purchase 

Destinations of Sales* 

Production of 
Raw Material 
(Per Cent) 

RsOOO 

Per Cent 

RsOOO 

Per Cent 

Rural North Arcot 

Urban North Arcot 

— 

— 

— 

171.4 

1.9 

(Vellore, Ranipet) 

0.1 

550.5 

8.6 

510.6 

5.6 

Madras 

Other cities Tamil Nadu 

7.5 

4081.8 

64.0 

4806.1 

53.0 

(Coimbatore, Salem) 
Other cities S India 

1.6 

580.9 

9.1 

903.6 

9.9 

(Bangalore) 

8.0 

1180.0 

18.3 

2684.5 

29.6 

Western India (Bombay) 
Northeast India 

9.8 

"*• 

““ 

— 

— 

(Calcutta, Jamshedpur) 56.0 
Northwest India (Baroda, 


— 

— 

— 

Ahmedabad) 

17.0 

6393.7 


9076.2 (Rs 000) 

gva = 262.500 
(42 per cent) 


Note. * These are immediate sales, and intermediate rather than final destinations. 
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Map 2: Credit-Deposit Ratios in Nationalised and Scheduled Banks, North arcot 

DisTRin; 1979. BY Blocks 



areas remaining backward,^* map 2 sug¬ 
gests that banked resources How wiili few 
exceptions from west to east and that the 
backwardness of the south-west may be 
being accompanied by a net exodus of its 
banked financial resources. 

Case study material for Ami and its region 
is interesting. The two blocks including 
the town behave as backward "southern” 
generators of a net outflow of funds. The 
credit deposit ratio for nationalised banks 
is 0.8 and that for scheduled banks 0.63. But 
it seems that money also migrates within the 
region from wc.st Arni bltKk which has three 
rural banks and .t credit-deposit ratio of 0.11 
to Arni block which has si.x urban banks and 
one rural bank and a ratio of 2.83. Although 
unfortunately there are no time series data, 
contrasts of this magnitude would not seem 
likely to be reversed over time. 

The .second source of evidence concerns 
interest payments from small farmers to 
moneylenders in the local market town of 
Arni. Financial markets are segmented. Our 
evidence is for pawnbroking. The clientele 
of pawnbrokers consi.sts of those ineligible 
for loans from nationalised or co-operative 
banks, not necessarily for lack of security 
but because of the small size of the loans 
needed. It consists of those ineligible for 
loans from private trade for lack of paddy 
with which to repay. The pawnbrokers’ 
ciieatele have inadequate security to enable 
them to borrow from private finance cor¬ 
porations with a promissory note. In 1973 
this clientele was predominantly agricultural. 
Eighty-two per cent of money loaned went 
to small farmers to meet the cash require¬ 
ments of crop production; or it went to 
agricultural labourers for consumption pur¬ 
poses. Pawnbrokers then registered a recent 
increase in demand related to the cash inputs 
necessary for the cultivation of HYV rice. 
A decade later, the clientele is still rural but 
the terms of exchange for pawnbroking have 
deteriorated against small producers. The 
interest rate for jewels has doubled from 
12-18 per cent to 24-36 per cent and those 
on watches and brass vessels from 60 per 
cent 10 120 per cent. The proportion of the 
value of the item pawned on which money 
will be lent has declined from an average of 
75 per cent in 1973 to 65 per cent in 1983. 
Interest payments from the agricultural 
sector could be in the region of Rs 1.6 
million per annum. This flow appears to 
have increased spectacularly over the decade. 
The evolution of this particular moneylending 
institution has provided a mechanism 
whereby agricultural resources flow to the 
urban economy and are invested in a further 
expansion of moneylending institutions and 
in urban property.” 

The third source of evidence is about the 
starting capital of firmi in Arni. Financial 
resources may flow between country and 
town at a slow velocity via the mobilisation 
of capital for the setting up of firms and via 
the investment of accumulated capital.^^ 


Credit » Total Advances 

Deponls * Net of statutory liquidity and cash resources 
Soitrt-e: District Credit Plan 1980-82. pp 18A-I8H. 

Agricultural profits and the sales of agri¬ 
cultural land appear always to have been 
quite important sources of starting capital 
for business investment as table 12 shows, 
though never o/ dominant importance. 
Neither does our evidence indicate the 
existence of any particular trend in levels of 
investment of agricultural profits into 
business in the leccnt past. On the other 
hand, the interests of business people in 
agriculture and agricultural investment have 
remained constant and of relaiively modest 
importance. The proportions of business 
people owning agricultural land in the 1973 
and 1983 samples were not significantly dif¬ 
ferent (44 and 46 per cent respectively) 
though the average holding size of business 
people was 7.5 actes in 1983, when it was 
only 5.4 acres in 1973. Roughly 20 per cent 
had invested in agriculture at each time 
period but in only very few cases in either 
year was agriculture a major avenue of 
investment. Fewer of the 1983 than of the 
1973 sample had purchased agricultural 
lands using business profits (9 per cent as 
opposed to 17 per cent) and more had sold 
land (25 per cent as opposed to 16 per cent). 

It is just possible that interest in agricultural 
investment has declined, which may not be 
sutpnsing in view of the relatively low rates 
of profit in agriculture as compared with 


othci investments in 1973 " 

We could obtain the frequencies of types 
of investment by our sample of businesses 
but not the values of their portfolios. lnve.st- 
ment of commercial surpluses tends to be 
in activities with urban/metropolitan links. 
Investment in urban property has been the 
most common investment (64 per cent of 
firms). Much of this has taken the form of 
hoases, although 19 per cent were cases of 
investment in shops. Almost as high a pro¬ 
portion (55 per cent of cases) have invested 
business profits in one or other form of 
moneylending, and only commerce in coti- 
sumer goods has attracted a comparable 
number of businesses (40 per cent). In the 
four years preceding 1983, over 24 ‘‘finance 
corporations” emerged in Arni. The first 
and the largest consisted of a partnership of 
nine, each of whom had invested Rs 10,000 
of profits mostly from the silk industry. The 
minimum size of loans extended by this cor¬ 
poration is currently Rs 10,500 and the 
maximum Rs 1,00,000. Loans are short term, 
rarely for more thair three months. The stan¬ 
dard rate of interest payable is 3.6 per cent 
per month. All the borrowers are urban 
{^ople such as other silk manufacturers and 
silk brokers, also professional moneylenders. 
The smaller corporations have bMween 6 
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and 10 partners who commonly include 
government officials, teachers, traders and 
a few large farmers, each putting up capital 
of Rs 5,000 or more. Interest of upto Rs 3.S 
per cent per week can be paid by borrowers. 
Clients are reportedly almost entirely drawn 
from business so this new financial institu¬ 
tion seems to recirculate money at great 
velocity but within the town itself.’* 

The fourth type of evidence concerns sub¬ 
sidised state interventions to the priority 
sector (agriculture, small scale industry and 
an arbitrary sub-set 6f retail and service 
enterprise). In backward areas, the total sub¬ 
sidy on non-priority medium and large scale 


industry (calculaied 10 be around 40 per 
cent) greatly eseeeds that on priority small 
scale industry (at 31 per cent). loans and 
subsidies to industry favour large scale, 
capital intensive industry rather than the 
small scale industry hypothesised as being 
generated by demand links Itoin 
agriculture.” 

Planned allocations of loans from the 
nationalised banks and under IRUP within 
North Arcot from 1980-82 are bia.sed (in a 
fashion disproportionate to the numbers of 
people involved) toward agriculture and 
against rural, cottage and artisan industry, 
transport and trade. Actual allocations show 


Tabi,e 7: Sfctokai Orioins of Raw Matfriais (1983 Pnn Fs) for SMAt.i.-Sf At i- iNm.isTRtts 
IN EAStkHN North Arcot DiSTRtcr 

(Rupees in 000) 

Industry _Combmed Raw Materi als_ _ Average Proportion 

Mean sd n Minimum Maximum R^w 

Value _ 

(a) From (b) Pro- 
Agri- cessed 
culture from 
Agri¬ 
culture 


Rice milling 

1050 

3158 

33 

17 

18032 

95 

_ 

Oil Milling 

Flour milling 

Silk reeling and 

2099 
no data 

3115 

26 

74 

13462 

96 


iwi.sting 

1742 

__ 

1 



— 

9.5 

Matche.s 

161 

228 

49 

9 

1287 

33 

.14 

Semi-finished leather 
Cement pipes and 

9562 

13081 

6 

211 

26673 

32 

13 

threading 
Sparcs/repairs to 

130 

205 

29 

2 

900 

— 

— 

motors/'pumpsets 
Spares/repairs to 

137 

311 

19 

6 

1328 



bu.ses, ears, lorries 
Spares/repairs to 
agricultural 

197 

381 

15 

4 

1271 



implements 

Stainless steel 

167 

153 

47 

5 

1017 

— 


products 

Aluminium, brass 
anti copper 

358 

1270 

83 

3 

16390 



implements 

Agro-processing 

136 

168 

24 

7 

669 

— 


machinery 

291 

487 

28 

5 

2407 



Printing presses 

99 

187 

52 

1 

1170 

— 

72 

Brick making 

Granite, stone. 

383 

205 

8 

113 

798 

— 

— 

blue metal jelly 

215 

233 

12 

3 

666 

— 


Carpentry 

152 

525 

39 

1 

3255 

55 

29 


Tabi-F. 8: Sectoral Oricins of Raw Materials for Small-Scale Industries in Eastern 

Klz-vamt A na'v'rr /lOOl nv A^i* Ce«»a« 


Date of_ Combined Raw Materials_Average Proportion of 


Start 

Mean 

Vtilue 

sd 

n 

Minimum Maximum 

Total Raw Materials 
(a) From (b) Processed 
Agriculture from 

Agriculture 

<1950 

4127 

4725 

22 

57 

8890 

80 

2 

1950-59 

3087 

2585 

55 

76 

4877 

67 

12 

1960-d9 

6308 

7323 

133 

47 

21600 

86 

3 

1970-79 

2853 

4221 

432 

11 

18032 

73 

9 

>1980 

917 

839 

188 

3 

12634 

50 

12 


a bias against agriculture despite it.s protec¬ 
tive legislation; a bias toward small scale 
industry (ironic in view of the fate of loans 
targetted directly to small scale industry) and 
a massive bias toward the sector vaiiously 
known as “tertiary", "service” or just 
“other”. The tertiary sector e.xcecdcd its 
{ILstrict target by 1,4W) per cent in 1978-79 
and by 140 per cent in 1980-82. In Arni 
block this tertiary sector, located in Arni 
itself, was loaned Rs 45 lakh (or half of the 
total priority sector credit for Arni and its 
environs) while its target was a derisory 
Rs 3.58 lakh and its performance was 
studiously ignored in later plans.” If we 
assume that non-priority loans are urban 
(because almost all rural activities are sub¬ 
sumed under the priority sector), if we fur¬ 
ther assume that priotiiy sector loans to 
small scale industry except those to power 
looms and (being generous) to tertiary acti¬ 
vity are also urban, then the probable total 
loans flowing to urban activities in North 
Arcot in 1983 amounted to Rs 54.63 crore 
or 62 per cent of all loans (table 13) and this 
uiban flow seems to have been increasing 
over recent history. By contrast, the urban 
population of North Arcot in 1981 was only 
12 per cent. 

Another relevant aspect of slate interven¬ 
tion concerns flows of direct revenue and 
expenditure in North Arcot. Over the only 
period when comparable material is available 
(1980-82), North Arcot appears to be a net 
donor to the state government of a total of 
Rs 475 lakh in current prices. The agri¬ 
cultural sector, however, appears to be a 
direct net gainer. Agriculture contributes lit¬ 
tle land revenue and rice production contri¬ 
butes nothing directly via commercial taxes 
either. Yet a substantial amount of resources 
are allocated in relative and absolute terms 
to rural areas. The total expenditure per 
caput rose from Rs 13 to Rs 33 over the three 
years for which we have data while expen¬ 
diture on agriculture rose from Rs 38 per 
cultivator (not per caput) in 1980-81 to Rs 78 
in 1982-83. It would seem that agriculture 
is a net beneficiaiy from North Arcoi’s 
revenue and expenditure. But note that on 
a per caput (rather than a per enterprise) 
basis, urban expenditure exceed rural expen¬ 
diture, rising from Rs 24 to Rs 49 over three 
years.” 

Financial resoiuces would appear, therefore, 
to be running from ruiat underdeveloped 
areas toward urban/industrial activities. 
Finance capital appears to be circulating 
increasingly among commercial flrms rather 
than intersectorally. 

There has been considerable growth in the 
industrial/urban labour markets. The eight¬ 
fold real growth in the value of business 
transacted in Arni has been associated with 
a 3.6 fold increase in employment, though 
most of this inaease has been made up of 
employment in the silk industry. Because so 
many more weavers ate employed in 1983 
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than in 1973, a much greater proportion of 
the total number employed in businesses in 
Ami lives in villages. The number of weavers 
has roughly tripled. The much greater 
increase in the value of the output of the 
industry is because more valuable saris with 
more elaborate borders are now being pro¬ 
duced. If we exclude weavers, the total male 
employment increased by 92 per cent, 
employment for male residents of Arni 
increased by 175 per cent and that for men 
living in surrounding villages increased by 
over 300 per cent. Employment of women 
(all from Arni itself and peripheral villages) 
^so increased by over 300 per cent. The 
expansion of business turnover in Arni has 
increased urban employment for people 
living in nearby villages to a greater extent 
than for people resident in the town itself. 


While employment in the urban economy 
has undergone this marked expansion, 
however, the real value of wages has remained 
constant or has declined (table 14), though 
this depends crucially on whether rural or 
urban wage deflectors are used. 

Real wages in agriculture are rising’* in 
contrast to a constant or declining real wage 
in commerce or industry. Regardless of 
trends in real wages, absolute levels of 
income from employment in the urban 
economy are higher than those, for agri¬ 
cultural labour. The use of unwaged family 
labour in urban business excludes casual 
agricultural labour from these potential 
urban alternatives; while the manufacturing 
activities where absolutely large numbers of 
people are employed are not among the most 
labour intensive per unit of capital. 


The periurban and/or rural locations of 
the silk and leather industries in North Aroct 
are rational choices for the manufacture of 
high value products where the transport cost 
component is relatively small. Rural loca¬ 
tions and decentralisation are a strategy to 
keep labour costs low and profits high and 
not a response to local otpenditure patterns. 
By contrast mercantile firms with relatively 
low tolue products and a large transport cost 
component, restrict themselves so far as is 
possible to the use of family labour and 
rarely locate outside towns. 

SociAi. Composition of New 
Consumption Demand 

Marginal income from increased agri¬ 
cultural output was hypothesised earlier to 
be spent in the first round on locally pro- 


Tabi e 9; Commodity Flow Act ounts, Arni, 1973 
Rs 000, 6 Per Cent Sample of Firms 

Sector (3) Per Gross Gross _Origin o f Purchase _ _ Inter mediate Destinatio n _ Final Destination 

Cent of Output Value (1) 



Sample 

Added 

A 

V 

or 

OD 

OS 

A 

V 

or 

OD 

OS 

A 

V 

or 

OD 

Rice mills 

3.5 

895 

147.6 

300.5 

446 


_ 

— 

370 

_ 

89 

4.35.5 

_ 

— 

_ 

_ 


Rice wholesale 

2.3 

1000 

33.5 

— 

965.5 

— 


— 

345 


— 

565 

- 

90 

— 


— 

Rice retail 
Groundnut mills’ 

l.l 

26 

1.8 

15.7 

8.47 

— 

*■* 

— 

-- 

— 

— 


— 

18.2 

7.8 

— 

— 

and wholesale 
Other food wk 


2109 

8.4 

— 

2100 


— 

— 

-- 

— 

— 

1582 

527 

— 

— 


— 

shop 

Otherfood 

9.0 

553 

193.4 

%.8 

7.9 

225 

3 

27 

— 

— 


— 

— 

319 7 

233.3 


— 

wholesale 

3.0 

1444 

184.6 

548 

274 


429 4 

_ 

80 

200 

— 

— 


1091 

73 


- 

Other food retail^ 
Non Kd ag prods 

13.0 

3524 

244.7 

217.4 

178.8 

2524 

271.3 

52 

311.1 

266.7 

20 

- 

— 

1919 

988 

18.4 

— 

wk 

2.0 

80 

19.8 


3.6 

— 

24 

32.6 

_ 

10.8 

__ 

— 

— 

40.6 

28.6 

— 

— 

NFAP wholesale 

1.0 

36 

10 

7.8 

3.9 

. 7.8 

9.1 

1.3 

10 




— 

6.4 

29.6 

— 

— 

NFAP retail 

8.0 

480.5 

68.2 

5.4 

5.97 

41.73 

346.2 

27.8 

23.7 

80.7 

— 

— 

— 

66,45 313.25 

— 


Farm inputs retail 

3.4 

%5 

65 

35.6 

35.6 

__ 

821.05 

— 

— 

— 

— 

— 

— 

37.5 

927.5 

— 

— 

Silk factories 

4.5 

1546.7 620.4 

37.3 

— 

5.25 

13.25 

876.5 

46.7 

— 

90 

660 

750 

— 

— 



Other goods wk 

10.0 

112.7 

44.7 

20.3 

11.7 

35.75 

6.5 

— 

13.9 

1.4 

— 


— 

30.9 

66.5 

- 


OG wholesale 

2.0 

89.8 

6.8 

— 

— 

11.6 

71.4 


41.8 

32.9 



— 

0.8 

14.3 

— 

— 

OG retail 

13.0 

1263.7 

188.7 

11.28 

— 

310.2 

458.2 

297.9 

240,5 

49 

— 

— 


442.6 

526.8 

0.18 

— 

Fuel/energy retail 

1.0 

108 

2 

— 

— 

— 

106 

— 

6 

to 

_ 

— 

— 

75 

17 

_ 

— 

IVansport 

Misc repairs/ 

2.0 

17.6 

14.4 

— 

— 

3.2 

— 

— 


—* 

— 


— 

7.4 

— 

9 

1 

services 

13.6 

106.9 

81.7 

11.64 

0.91 

10.5 

2.1 

_ 

2,65 

0.5 

— 

— 


33.3 

70.9 

— 

— 

Financial services 

6.8 

234 

46.9 

48.15 

146.3 

2 

— 

— 

— 


— 


— 

51.2 

182.8 

— 

— 

Total 


14591.91982.6 

1356.2 4188.7 

3177.0 2561.5 

I31S.I 

1491.4 

652.0 

199 

3242.5 

1277 

4230.1 

3479.8 

2'’.6 

1 


Notes: 1 Definitions of label row; 

A - Arni. 

V = Surrounding villages. 

or Other taluks within North Arcot dt predominantly Vellore. 

OD Other districts within Ikmil Nadu including cities of Madras and Coimbatore. 

OS = Other states. 

2 Data on groundnut was taken from Arni Regulated Market Statistics on groundnut transactions in 1973 and multiplied by 0.06 for 
comparability with sample 

3 Definitions of «ectoi column: 

wk = workshop. 

wh = wholesale, 

ret = retail. 

NFAP n non food agricultural products. 

(K'l sr other (non-agricultural) goods. 

4 I his sector includes commodity flow data from a 6 |>er cent sample of the weekly market food stalls (vegetables, fruits, meat and fish) 
made in 1973. 

3 This sector includes professional services (doctor and lawyer). 

6 Totals will not exactly match those equivalents in appendix table three because of inclusions explained above in notes 2, 4, 3, where 
eommcxlity data was go; but useful data about finance and labour was not obtained. Such firms induded here to improve the inecinon 
of the account. 
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duced goods and services. Our case maierial 
from Arni suggests that the growth rtf 
new demand may be affected not only by 
increased incomes in the hands of targe 
farmers but also very materially by urban 
merchants and industrialists, government 
officials and employees of public sector 
corporations. 

Comparison of incomes' from urban 
business, urban and rural wage work and 
from agriculture can be affected by expres¬ 
sing them as multiples of the poverty line 
per caput (Tabic 15). Coasiderable inequality 
exists within the town, incomes per caput 
ranging from 95 times the poverty line (silk 
manufactuiing) and 36 times (rice milling) 
to about double the poverty line on average 
for households engaged in general repairs 
and services and workshop manufacture of 
food products and non-agricultural goods. 
Such households are on a par with average 
incomes for farming households with over 
one hectare of land. The mass of the landed 
lural population with under one hectare 
however, remains below the poverty line, in 
company with households dependent upon 
unsupplementcd wage work in the private 
sector of the urban economy. In this region 
the rural income inequality which has been 
the focus of so much critical analysis is 
dwarfed by rural urban differentials. The 
income per caput to a silk manufacturing 
household is 530 times that of the members 
of a household of four forced to depend on 
female agricultural labour. By contrast, the 
discrepancy for the average 12 per cent of 
the landed population which are on “large" 
holdings over one hectare is a factor of only 
10. The concentration of urban wealth out 
of all proportion to rural wealth must Find 
expression in the structure of demand for 
goods sold in urban areas. 

We have some data for the public sector 
in Ami: 1,253 employees for 1983 (Ihble 16). 
They are not complete (omitting for instance 
departments such as the public works and 
co-operatives, the taluk administrative office 
and the nationalised banks). These officials 
brought in Rs 107.3 lakh by way of salaries. 
If each employee supports a household of 
five, then 14 per cent of Ami’s population 
is covered by our data. This is a significant 
proportion of the town and the real figure 


will be higher because our data is incomplete 
In terms of income and purchasing power 
the distribution of income is higher than that 
of rural produceis and the landless (table 17). 
The mean salary of these officials is Rs 711 
per month with the median and mode in the 
class Rs 750-999: on a par with the top 12 
per cent of cultivators.^’ Thus, over and 
above the 80 per cent of private firms in the 
town whose incomes exceeded the average 
for “large” cultivating households, a signifi¬ 
cant quantity of employment results from 
the state sector which must raise urban de¬ 
mand for the sorts of income elastic goods 
also demanded by the larger rice cultivators. 

Firms .selling these kinds of goods ex¬ 
panded rapidly over the decade and made 
up 25 per cent of the sample in 1983. It is 
important to note the origins and destina¬ 
tions of new commodities in relation to the 
possibility suggested by Mellor that “the 
demand .structure as.sociated with rising rural 
incomes (may) encourage a more decentra¬ 
lised and labour using pattern of industria¬ 
lisation”. Ikble 18 gives details of these 
goods. This expanded trade has brought 
about a considerable shift in Ami's trading 
pattern towards commerce in items which are 
produced in metropolitan cities outside the 
state. The goods are neither labour intensive 
nor local. These items are precisely those 
being traded more extensively within Arni 
than they were ten years ago. A new phase 
of urbanisation may be occurring with the 
establishment of a larger number of small 
consumer goods shops, unrelated directly to 
agriculture. The small scale urban economy 
has been rejuvenated in a process of replace¬ 
ment of firms rather than via the expansion 
of the bulk of firms existing in 1973. New 
wage work appears to have been created not 
in local consumer goods manufacture or 
even in local retailing but in activities such 
as silk manufacture (which has virtually no 
local commodity linkages) and in pumpsets 
and transport which may be local and 
agricultural but are production linkages 
rather than consumption links.’*’ 

The undoubted increases in paddy pro¬ 
duction and the technology accompanying 
the high yielding varieties has not been the 
only source of growth in demand in this 
area. Rather, the increasing integration. 


penetration and concentration of the 
national market and the independent mobili¬ 
sation and allocation of public sector 
resources can be seen as an important engine 
of growth. 

Thus, we may begin to see that many of 
the original hypotheses about expenditure 
linkages are not supported and factual 
calims by our evidence for North Arcot 
district and Arni. Thus, the local economy 
is not growing in the way Mellor advocates 
as being (“normatively”) desirable.” 

We now turn to address the policy implica¬ 
tions of our interpretation, and the question 
of whether the local economy could be 
moulded into a form more appropriate for 
local growth. This requires an examination 
of the role of the state. 

II 

With one major exception, existing 
policies that are consistent with normative 
advocacy by growth linkage theorists have 
been implemented in such a way as to make 
them vulnerable to sabotage or capture by 
mainly urban, rarely local, capital intensive, 
larger scale, productive and mercantile acti¬ 
vities. The exception is paddy production. 
The state’s involvement in the distribution 
of seeds, plant protection, the subsidisation 
of short-term production credit and the pro¬ 
vision of internationally financed medium 
term loans for the energi.sation of private lift 
irrigation has been particularly .successful in 
supporting and enabling the 50 per cent 
increase in rice output that has occurred in 
the decade 1973-83. We have three contrary 
examples of the relative failure of interven¬ 
tions favouring agriculture or local small 
scale activity. 

Our time series data on government 
revenue and expenditure at the district level 
shows that the agricultural sector is a net 
beneficiary, but equally that a very high pro¬ 
portion of current direct expenditure (70 per 
cent in the case of one panchayat union) is 
on the salaries of urban officials rather than 
on agricultural investment. 

More significantly for our argument, 
interventions which encourage agricultural 
production may be constrained by the results 
of confusion in state policy towards agri¬ 
cultural marketing. The mercantile sector 
(with the exception of a short and arbitrary 
list of trades’^) comes under the non¬ 
priority sector and is, therefore, invisible in 
credit plans. Hence, it is unsurprising to 
discover that exchange relations (price, 
market structure and infrastructure) are 
emerging as serious constraints to the up¬ 
take of priority sector loans especially for 
new commodities: sheep, silk cocoons, milk, 
eggs and small-scale industrial products.’’ 
These conditions do not suggest that the 
production of such commodities is demand 
ted. Wh^ the mercantile sector is ignored 
in priority sector planning, it is nevertheless 
the case that either local mercantile mono¬ 
polies may be perpetuated and/or that 


Tabif 11: Commercial Banks: Deposits and Advances, North Arcot District 

(Xs c/ores) 



June 

1977 

June 

1978 

December January 
1979 1982 

June 

1982 

December 

1982 

June 

1983 

Deposits 

33.9 

50.1 

60.7 

121 

124 

116 

117 

Advances 

34.9 

45.5 

54.4 

117 

111 

87 

99 

Credit/Deposit 

Ratio 

103 

90 

90 

97 

90 

75 

84 


/Votes: Deposits are net of statutory liquidity and cash resources. 

Advances are totals of priority and non-priority loans. 
Sources: Indian Bank, District Credit Plan 1978-80, p 59, p 123-27. 

, Indian Bank, District Credit Plan 1980-82, p 13. 

'^hdian Bank, District Credit Plan 1983-85, p 10 Annexe V-6. 
"t'’’|ifrafi Annual Action Plan 1984. 
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physical infrastructure required for efficient 
marketing may be inadequate. The co¬ 
operative wholesale makcting societies are 
by and large dormant and regulated markets 


are increasingly marginal in terms of 
volumes handled.^ 

Despite state recognition of mercantile 
constraints on the production of certain 


Table 13: Probable Rurai -Urbai Ai lot AnoNs or Total Advances bv Commercial Banks 

(Rs crore) 



1977 

1978 

1980 

1981 

1982 

1983 

Priority R 

19.8 

21 

21.74 

22.6 

31.7 

37.2 

Priority U 

2.i 

2.8 

5.8 

5.7 

18.6 

22.7 

Non-Priority U 

20.3 

24.2 

18.3 

18.9 

32.4 

39.08 

Total loans 

42.6 

48 

45.86 

47.18 

82.7 

99 

Per cent urban 

54 

56 

53 

53 

62 

62.5 


Bor assumptions see text. 

Sources of data: Indian Bank, District Credit Plan 1978-80. 

Indian Bank, District Credit Plan 1983-8S. 

Draft Annual Action Plan 1984. 

Tabie 14; Wages (Per Month) 1973-83 


1973 1983 1983 Deflated to 1973 Prices 

(a) (b) 


Average wage for all 


employees in sample 

116 

222 

113 

lot 

Weavers 

120-150 

230-250 

116-127 

105-114 

Twisting factory workers 
(M) 

65 

160 

81 

73 

(F) 

50 

140 

71 

64 

Rice mill gumaster 

100 

225 

114 

103 

Retail shop gumaster 

75-100 

150-200 

76-101 

68-91 


Deflators (a) Using general consumer price index for agricultural labour in Ikmii Nadu. 

(b) Using general consumer price index for industrial workers in Ikmil Nadu. 

Table 15: Income Per Capci (1983) as Multipi es or the Poverty Line, Arni and Region 


Sector/'IVpe of Firm 

Average Income Per 
Caput as Multiple 
of Poverty Line (1) 

Household Size 

Silk factories 

95 

13 

Rice mills 

36 

8.5 

Rice wholesaling 

20 

6.5 

Other food retailing 

10 

6.0 

Fuel/energy retailing 

5.6 

9.0 

NFAP workshops 

5.3 

6.5 

Farm inputs retailing 

4.6 

7.3 

OG wholesaling (1 firm) 

4.4 

7.0 

OG retailing 

4.5 

6.5 

(OG retailing (exceptional firm] 

15.7 

6.0) 

OF retailing 

3 

6.8 

NFAP retailing 

2.4 

7.9 

Transport repairs 

2.4 

4.5 

Financial services 

2.2 

8.5 

(Financial services (exceptional firm] 

226 

6.0) 

OF workshop 

2.0 

7.0 

OG workshop 

1.6 

6.0 

(OG workshop [exceptional firm] 

85 

4.0) 

Other repairs and services 

1.4 

6.4 

Paddy farms (3) > 1 ha 

1.85 

unknown 

Paddy farms < 1 ha 

0.92 

unknown 

Male rice mill labour 

0.49 

4.0 (2) 

Mgle twisting factory labour 

0.45 

4.0 

Female rice mill labour 

0.35 

4.0 

Female twisting factory labour 

0.38 

4.0 

(3) Agricultural labour (m) 

0.28 

4.0 (2) 

Agricultural labour (0 

0.18 

— 

Notes: (I) Rs 48 'caput/month (Dandekar and Rath, 1971), all data corrected to 1973 prices. 


(2) Simulated household size, not real averages. 

(3) Data for this calculation from J Harriss, 1986, ref 12. 


commodities, agricultural marketing is not 
a beneficiary of government investment but 
instead contributes handsomely to state 
revenue in two ways. 

First, via regulated markets. Regulated 
marketing legislation embodies grand demo¬ 
cratic and economic objectives. Set up in 
Madras Presidency in 1933, the first act sets 
out to crack the nut of local autonomy in 
market administration and to curb mercan¬ 
tile malpractice by reducing and standardising 
market charges and transactional procedures 
for notified crops and by scrutinising mer¬ 
chants’ accounts under the administration 
of a committee representing conflicting 
interests.*’ In practice regulated markets 
have served as an additional indirect means 
of raising revenue (table 19). 

In Arni market, about 10 per cent of 
revenue is derived from licences issued to 
merchants, weighmen and brokers. The rest 
comes from an ad valorem tax of Re 0.45 
per hundred worth of declared turnover, col¬ 
lected from merchants at what is supposed 
to be the first transaction between trader and 
farmer seller. For this fee, a fair auction is 
supervised in transactions which take place 
in the special yard. But for the bulk of paddy 
and rice sales, which do not, the fee is simply 
3 tax for no services rendered. The regulated 
market in Arni has been associated with the 
development of standardised brokerage fees, 
weighing charges and commissions. These 
may be the result of the autorcgulation 
necessary for merchants to develop longer 
distance trade. The market functions well for 
groundnut, supervising transactions of bet¬ 
ween 7,000 and 13,(X)0 tonnes per year over 
the last decade. Merchants are not local and 
no credit is given for groundnut cultivation. 
But for paddy, while 30,000 tonnes was 
recorded during the Emergency when police 
were helping to implement the regulated 
market laws, only 28 tonnes were recorded 
in 1982. Paddy merchants evade the regulated 
market fee not only perse but also in order 
to evade the much more swingeing paddy 
levy by the food departmmt, which monitors 
leviable trade partly through regulated 
market records. 

When the latter levy is (as commonly) at 
prices below those of the open market then 
the levy is an additional means of taxation 
(though whether it is the merchants who 
bear the tax or whether it is the consumers 
to whom it is passed on is still controver¬ 
sial). The operation of the regulated markets 
act in Arni is also a form of taxation. 
Expenditure has remained about lO-IS per 
cent of revenue over the decade. Ow- 
whelmingly expenditure goes on salaries. In 
1973 prices, revenue has been in excess of 
expenditure by a total of Rs 25 lakh on fliis 
one site. Since there are ten regulated 
marketplaces in North Aitot (even malfunc¬ 
tioning as they do) they contribute not 
negligible resources to the general revenue. 

The second way in vvhich agricultural 
trade contributes to state revenue is through 
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commeicial taxes. Commercial taxes raise 
about eight times more revenue than do 
taxes on land. The government then relies 
materially and practically on the mercantile 
sector for the bulk of its revenue which is 
paid by purchasers of traded goods. From 
1969 to 1979 sales taxes increased their role 
in the revenue of the state from 50 per cent 
to 69 per cent.^* Of the revenue from sales 
taxes in the state as a whole in the years 
1972-76 for which we have data, 15 per cent 
was from processed foods, and 10 per cent 
from raw foodstuffs. Ten per cent came from 
agro-industrial raw materials. Inputs to 
agriculture yielded up 5 per cent of total 
commercial taxes. Although agriculture is 
implicated in fiscal policy through budgetary 
allocations, the production of rice con¬ 
tributes little to revenue through land taxes 
and since rice is exempt from commercial 
taxes from the mid-seventies it contributes 
nothing via marketing either. Rice producers 
will be taxed only through their expenditure 
on inputs and investment goods and on the 
consumption goods sold in (urban) shops 
with turnovers above the tax threshold. 

The policy of encouraging productive 
activity In backward taluks has proved to be 
not the same thing as encouraging rural in¬ 
dustry. Within backward taluks there are 
Urban settlements. New industry tends to 
locate in these area.s. large-scale rather than 
small-scale industry captures the subsidies 
provided by the government. 

In backward regions a number of finan¬ 
cial incentives are available: 

(i) From the central government: An ex¬ 
emption from import duty for plant and 
machinery; the deducting of 20 per cent of 
profits for the first ten years from computa¬ 
tions of income tax, priority in licensing; and 
the Central Scheme of Investment Subsidy 
(a grant of IS per cent of all fixed invest¬ 
ment subject to a ceiling of Rs 15 lakh).^^ 
It has long been recognised that these incen¬ 
tives are biased against labour intensive, 
small industries. This bias is expressed in two 
ways. First, the large differences in average 
investment between medium and large in¬ 
dustry on the one hand and small industry 
on the other means that within a given 
backward area the subsidy flows dispropor¬ 
tionately to large industries.^' Second, a 
subsidy on capital favours capital intensive 
industry in areas where local labour is 
relatively cheap, hindering the generation of 
income likely to be spent writhin the 
backward area.'' 

(ii) From the state government: Bans on 
industrial investment in major cities, sup¬ 
ported by medium- and long-term loans 
dsewhem in 'ftmil Nadm phased concessions 
on high tension dcctricity (which favour 
large industry because small industry uses 
low tension dectricity); lastly, an interest free 
sales tax loan scheme (IPSTL) consisting of 
subsidised loans equivalent to the tax sales 
tax pi^ble upto Rs 15 lakh. In a number 
of respects IFSTL penalises smaU industry. 


Small scale industry (SSI) was unentitled to 
it until 1978, and thereafter, only such “small 
industries” who.se sales tax obligations ex¬ 
ceed Rs 10,000. Repayment terms are more 
onerous to SSI. The grant element is 29 per 
cent for SSI as opposed to 41 per cent for 
larger industry. The upuke of this facility 
among those eligible is greatest for large- 
scale industry and least for SSI.’*’ 
Infrastructural policy on industrial estates, 
whether in backward or forward taluks in¬ 
volves the provision of both physical and 
social infrastructure. In implementation the 
latter lags so far behind the former as to 
create supply constraints which greatly in¬ 
crease the cost of living in the immediate 
locality of the industrial estate. An important 
infrastructural incentive—exemption from 
electricity cuts—has proved unimplementabk 
In North Arcot di.strict priority sector 
planning equates industrialisation and 
urbanisation; 

While the unskilled and the uneduacated 
manage to get absorbed in agriculture, the 
rising unemployment among the educated 
may have to be solved through industry and 
commerce. The employment priorities in the 
district may lie not so much in rural areas 
but in increased and expanded urban sectors 
which practically means increased 
industrialisation.’* 

Rural locations are not favoured and in this 
respect actual credit and industrial policy 
run counter to those necessary to maximise 
local rural growth linkages. Subsidies on 
loans tends to encourage capital intensity 
even if they create jobs. They do not favour 
labour intensity in productive enterprise. 

Irrespective of the classification of the 
region as backward or forward, the govern¬ 
ment has circumscribed the freedom of com¬ 
mercial banking by legislation specifying 
inter alia that a given percentage (50 per cent 
in 1983,60 per cent in 1985) be allocated to 
the priority sector.’^ This sector comprise 
agriculture, activities allied to agriculture 
(livestock, poultry, gobar gas) small-scale in¬ 
dustries and a small part of the tertiary sec¬ 
tor. In North Arcot, although some in¬ 
dividual mocantile scheduled banks signally 
failed to meet their priority sector specifica¬ 
tions, the district average was 64 per cent in 
1977 and 61 per cent in 1982. The simple 


points we wish to make are two. First, we 
have already seen that loans to priority sec¬ 
tor “retailing” have greatly exceeded their 
targets at the expense of agriculture itself. 
Second, most mercantile families hold in¬ 
vestment portfolios. The possession of land, 
a retail licence or a processing machine 
qualifies them unambiguously for priority 
sector loans. Thus funds can be released 
through the fungibility of household port¬ 
folio funds to speculative and/or mercantile 
activity. Thus, the priority sector and 
backward taluk subsidies can easily become 
diverted and transformed into the “un- 
Mellorian" form of non-farm development 
described in this paper. 

POrrENTIAL FOR RURAULED 
DEVEUJPMENT 

Among the other possibilities for employ¬ 
ment oriented, rural led growth, three 
policies may be mentioned. 

First, the subsidisation of labour-intensive 
production. This would involve discrimina¬ 
ting against capital by not subsidising loans. 
Alternatively, it would require intervention 
at the point of technology choice to induce 
labour-intensive machinery and methods. 


Tabii- 17: Income Distribution OF 
CjOVhRNMFNr Empiovf.es 
(Rs^month, 1983) 


Rs/Month 

Percentage 

> 2000 

1 

1500-1999 

2 

1-1499 

22 

750-999 

31 

500-749 

17 

250-499 

18 

< 250 

9 


Sources: Raw data from commissioners. West 
Ami panchayat union. Ami panchayat 
union, Arni municipality; chief 
education officer, Vellore; superin¬ 
tending engineer, Tiruvannamalai 
electricity system; medical officer, 
government hospital, Arni; post 
master, HSGI, Arni; special officer. 
North Arcot district market com¬ 
mittee, Vellore; warehouse manager, 
Tamil Nadu warehouse corporation, 
Arni. 


Table 16: Government Employment: Arni Case Siody (1983 Data) 


Institution 

NoEmployed 

Total Wages Pec 
Month 

Rs (Lakh)/Year 

Schools 

490 

336,840 

40.4 

Electricity board 

256 

252,680 

30.3 

Municipality 

222 

119,302 

14.3 

Post office 

96 

.39,566 

4.7 

Panchayat Union: 




West Arni 

68 

48.896 

5.9 

Arni 

53 

.«).(»37 

4.8 

Hospital 

49 

47.482 

5.6 

Regulated market 

12 

7.140 

0.8 

Warehouse 

7 

3.770 

0.5 


1253 


107.3 
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Although such measures would lead to a 
strengthening of the artisan or petty com¬ 
modity producing sector, it is in order to 
doubt the feasibility of their implementation. 

Second, the subsidisation of rural loca¬ 
tions over urban ones (not simply of urban 
locations* in backward taluks). Not only 
would this be directly inefficient but also a 
government subsidy on transport costs 
would incre.ise profits but not necessarily 
increase wages. Those f<rms which can cope 
with decentralisation ^ire already decentra¬ 
lised, e g. the silk mdustry. Meanwhile, the 
industrial estates, which bear a family 
resemblance to ihe results of a policy of sub¬ 
sidy to rural locations arc actually on the 
main road arteries and on the ^ges of 
towns. 1 hey offer employment only to the 
least skilled labourers from nearby villages. 
Skilled labour is imported, as a capital. 

Third, the following composite strategy is 
advocated by the Washington based Inter- 
natonal Food Policy Research Institute’^: 

(i) Consumer prices ought to be kept low 
especially for the rural poor. In fact Tamil 
Nadu is tilting in this direction with the ex¬ 
pansion of the public distribution $y.stem 
into rural areas (even if it was reduced dur¬ 
ing drought at exactly the time when it was 
most needed’^), and with the nutritious 
noon meal scheme for children aged 2 to 10 
(though 40 per cent including the poorest 
children are excluded’^). 

(ii) Producer prices ought to be kept high. 
But the procurement prices for paddy and 
rice are consistently below those of the open 
market.’* 

(iii) Increase rural employment. In fact 
Ikmil Nadu state's noon meal supplemen¬ 
tary feeding scheme for children and the 
national rural employment programme work 
in this direction and the latter, by subsidis¬ 
ing wages, encourages the use of labour in¬ 
tensive techniques. Our data from North 
Arcot supports earlier data from Coim¬ 
batore and from Ramnad and Dharmapuri 
to show considerable spatial patchiness in 
the implementation of kind payment 
schemes. The kind payment schemes also 
show a general tendency to operate sea¬ 
sonally at precisely those times of year when 
alternative employment is available in agri¬ 
culture itself. Yet there is inadequate kind- 
paid employment to exert any restraining ef¬ 
fects on grain prices or to raise agricultural 
wages.” 

So the evidence is that such direct discri¬ 
mination against urban capital is unlikely to 
happen. The state acts to subsidise and ser¬ 
vice capitalist growth not to hinder it or 
deliberately to encourage rural non- 
agricultural petty commodity production. 

Ill 

And so we return to the wise words of 
Kipling and to the tribal days of develop¬ 
ment studies. 

have found that production activities 


are more important in terms of the number 
of iimts, the capita] invested and the mploy- 
ment created than are consumption activi¬ 
ties. We have found that forward production 
links are more important than backward 
production link.s. 

Our analysis has called intu question the 
general relevance of a characterisation of 
non-farm activities as labour intensive; small 
scale, rurally located and brought into being 
in response to the consumption expenditure 
patterns of larger farmers. Our ^ta does 
show, however, that increased production of 
paddy and groundnuts in this district and 
in others over the south of India is accom¬ 
panied by a growth in activities which are 
production linkages, both backward (inputs) 
and forward (processing) in the east of 
North Arcot. Eduction activities, let us 
stre.ss the point, have important non-local 
links whether these are defined as com¬ 
modities, finance or as skilled labour. They 
locate in North Arcot because of its cheap 
labour. New, consumer goods industries are 
numerous and relatively small b.ut they are 
not rural, not labour-intensive and they tend 
not to have local commodity links. The non¬ 
farm economy is an “open” one. 

We conclude that the non-farm economy 
in this agrarian region is led by mote than 
rice and more than agriculture. In particular, 
an examination of employment and incomes 
in mercantile, industrial and government 
activity reveals not only a massive concen¬ 
tration but also the existence of a sizeable 
economic sector where income and demand 
for income elastic goods are relatively high. 

The processes identified by our research 
as crucial to explanations of the existing pat¬ 
terns of growth of the non-farm economy 
are as follows: 

i) The inevitable growth of the non-local 
home and national market; 

ii) Growing regional integration in terms 
of commodity flows; 

iii) Increasing velocity of interaction, 
especially amongst large firms, banks and 
financiers; 

iv) Imbalances in financial flows sug¬ 


gestive of a flow of agricultural surpluses 
to the urban/commercial/industrial 
>' ■'nomy; 

v) The search by industrial capital for low 
costs of production [trading off the costs (on 
transport, transactions and information) of 
a non-metropolitan location against the 
cheapness of rural labour]; and 

vi) ' State support to this pattern of 
development mainly by taxing commerce to 
pay for support services such as infrastruc¬ 
ture, electricity, utilities and subsidies on 
loans. 

Notes 

[This work could not have been earned out 
without the help of the following people and 
institutions to whom I wish to record my 
gratitude: 

For research funds: Overseas Development 
Administration, UK government, media¬ 
ted through the international Food Policy 
Research Institute, Washington. For data: 
N Narayanan IAS, district collector; Jiten- 
drianath, PA to collector. Development; 
P Krishnamurthy, PA to collector. Finance; 
V K Sundaresan, Deputy chief officer, Indian 
Bank, Vellore; Sivamprakasam, executive of¬ 
ficer, Central Co-operative Bank, Vellore; 
Selvam, rural development officer, Indian 
Bank; N Doraisamy, commercial taxes officer, 
Vellore; Ramanuja and Oandhiraman, special 
officer and manager. North Arcot district 
regulated market committee; Punanandan and 
Table 19; Accoutre or Arni Reculateij 
Market (1973 Prices) 


Year 

Receipts 

Expenditure 

1973-74 

231693 

21483 

1974-75 

376295 

33910 

1975-76 

215f65 

31597 

1976-77 

220136 

31488 

1977-78 

306113 

45729 

1978-79 

307511 

49588 

1979-80 

324674 

20931 

1980-81 

335554 

4(842 

1^1-82 

313289 

41896 

1982-83 

229870 

43963 


Source: Raw data. North Arcot Market 
Committee, Vellore. 


Table 18: Origins of Production' of ‘New’ and ‘Expanded’ Commodities 

(Its 000) 


Ami 

Villages 

Vellore 

Madras Cbe ODR 

ODU 

OSR 

OSU 

Ibtal 

23 

0.72 

524.4 

1983 

3647 4743.8 343 

425.1 

724.2 

9733.9 

2016L12 

(0.1 per 
cent) 

. 

(2.6) 

(18.0) (23.5) (17) 

(2.1) 

(3.6) 

(48.3) 




143.9 

(excluding petrol and oil) 

1973 

1089.5 — 40 86.2 


28 

1387.6 

— 

— 

(10.4 per (78.5 per - (2.9) 

(6.2) 

— 

a.o) 

. — 



cent) 

cent) 

(excluding petrol and oil) 





Notes: ODR « ‘Other Districts Rural’; ODU >• ‘Other Districts Urban’; OSR •• ‘Other States 
Rural’; OSU °° ’Other States Uiban’. 

Care was taken in interviewing to distinguish between ‘place of purchase’ and ‘place of 
production’ of different items, though uncoTainty remained la some cases. 
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Thangappan, district industries centre, WUore; 
Krishnan, BDO \Vfcst Arni block; Radha- 
krishnan. superintendent, Arni regulated 
market. 

For help with fieldwork: Vasantha Rodrigo. 
For data processing assistance: Wendy 
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logistical assistance; S T Baskaran, Indian 
postal service; C S Ramasamy, TNAU; Sheila 
Pereira and Daleep Mukharji, CMC hospital; 
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Appendix: Product Mix of reclstereo Small Industries in Studt Area 


Food Producta 


Grain milling 

162 

Oil milling 

104 

Flour milling 

100 

Dhal milling 

12 

Puffed rice 

9 

Vermicelli/Marcroni 

7 

Groundnut decorticating 

20 

Coffw grinding 

1 

Betel 

1 

Sugar 

1 

Bakery 

15 

Sweets 

6 

Ice cream 

13 

Ice 

19 (483) 

Cool drinks 

13 

TexUle* 

Cotton reeling/twisting 

2 

Silk reeling/iwisting 

21 

Printing + dyeing of cloth 

5 

Readymade garments 

10 

Bedsheets 

2 (44) 

Silk weaving 

1 

Powerloom weaving 

3 

Wood products 

Sawing 

32 

Bullock cans 

19 

Furniture 

27 

Ag implement^ 

7 

Matches 

51 

Farming pictures 

2 
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38 
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Agricultural by-products 
Cotton seed 

1 
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Bran oil solvant 

1 

Misc Agro Inds 

Beedis 
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Reed mats 
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Paint. 

1 
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1 
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34 

Spares/repairs to electric/ 
diesel pumpset motors 
Spares/repairs to motor 

59 


cycles automobiles, buses, 
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39 

Spares/repairs to agricultural 
implements 

Unspecified engineering 

125 

54 

1 

T V spares manufacture 

1 

< 

Radio components 

J 

5 

Cycle spares 

*> 

Vehicle body building 

% 

Surgical instrument 


Medical equipment 

Ihtilers 

4 

6 

1 

Print type manufacture 
Agro-processing machinery 
(rice, jaggery, soda) 

Printing 

Typewriter repair 

45 

84 

1 

Watch repair 

Fan/air conditioning repair 

J 

5 (633) 

Metals 

Steel furniture 

45 

Metal construction items 

43 

Dairy, equipment 

7 

Aluminium utensils/hardware 

10 

Aluminium utensils 

54 

Brass utensils 

28 

Jewellery 

Rtthber/Plastict 

3 

lyre retreading 

7 

Foam rubber goods 

2 

Polythene tubes/bags 

6 

Rexine articles 

Microcellular rubber 

4 

Plastic helmets 

1 (24) 

Biros 

3 
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Worthington Pump India 

WORTHINGTON PUMP INDIA has suf¬ 
fered a .setback in its performance during 
1985-86 and slashed dividend from 10 per 
cent to 5 per cent. Despite a substantial 
growth in production at the two plants at 
Panihati and Ghaziabad respectively, profits 
came down due to a steep increase in cost 
of inputs, interest burden for ongoing capital 
projects and write-back of interest paid and 
capitalised earlier consequent upon the 
recent Supreme Court judgment on the 
subject. Sales amounted to Rs 12.85 crore 
again.st Rs 11.41 crore, but gross profit 
declined from Rs 65 lakh to Rs 47 lakh, 
reflecting deterioration of margins. Net 
profit is Rs 26 lakh (Rs 36 lakh). Distribu¬ 
tion is covered 3 times against 3.30 times 
previously. The test bed project at Panihati 
for testing large size pumps has been partly 
commissioned recently and testing of large 
pumps is being carried out on a regular 
basis. At Ghaziabad, the testing facility is 
being extended for testing large size sub¬ 
mersible pumpsets. The directors state that 
the order book continues to be good and the 
company has bagged sizeable orders for 
horizontal process pumps for various indus¬ 
trial applications. Barring unforeseen 
circumstances, the company’s operations will 
improve and results will be better in the 
current year. 
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Net Material Product and Net Domestic Product 

Significance of the Two Concepts for Less Developed Countries 

Madhusudan Datta 

This paper examines the relative significance of the concepts of net domestic product (NDP) and net material 
product (NMP) for less developed countries. What concept of aggregate production would be the appropriate 
one is a question which has often been raised by investigators in the field of Indian national income. Some of 
the early estimates of Indian national income, by excluding a number of services, provide a measure of aggregate 
production which is not very different from what-one would obtain by using the concept of NMP. In fact, such 
a restricted use of national income is favoured in certain circles even today. 

Against this background, and in the light- of his own discussion of the relative significance of the two concepts, 
the author has attempted to check against the Indian experience whether the trend of aggregate production would 
be markedly different under the two systems. 


THERE are two principal accounting 
systems for the stocks and flows of an 
economy. These are the System of National 
Accounts (SNA) and the System of Material 
Product Balances (MPS), the concept of 
aggregate product in the two systems being 
the net domestic product (NDI^ and the net 
material product (NMP) respectively.' 
While the countries in the socialist block 
follow the MPS, all capitalist and third 
world countries have adopted the SNA to 
summarise the annual performances of their 
economies. The primary objective of the pre¬ 
sent paper is to examine the nature of the 
two concepts of aggregate product and to 
assess their relative signiflcance for less 
developed countries (LDCs). 

The issues discussed in the present paper 
are not purely of academic interest. What 
concept of aggregate production would be 
the appropriate one is a question which has 
often been raised by investigators in the field 
of Indian national income Some of the early 
estimates of Indian national income^ by 
excluding a number of services, provide a 
measure of aggregate production which is 
not very different from what one would 
obtain by using the concept of NMP. In fact, 
such a restricted definition of national 
income is favoured in certain circles even 
today.^ In this background and in the light 
of our discussion of the relative significance 
of the two concepts we have made an 
attempt to check against the Indian ex¬ 
perience whether the trend of aggregate pro¬ 
duction would be markedly different under 
the two systems. The results of the exercise 
are presented in the appendix. 

In Section I of the present paper we 
discuss the scope of the two concepts— 
NMP and NDP. Section II traces the histo¬ 
rical roots of the two concepts of aggregate 
production and seeks to identify the reason 
for Adam Smith’s preference for material 
production in “An Enquiry into the Nature 
and Causes of the Wealth of Nations’’. 
Section III examines flie rdevanoe of Adam 
Smith’s argument for the conditions prevail¬ 
ing in LDCs. In Section IV we try to indi¬ 
cate, on the basis of a simple Feldman- 
Mahtdanobis type growth model, the 
suitability of the two concepts of aggregate 
product as indices of potential economic 


growth of an LDC. For this puiposcv we have 
divided the products of all economic acti¬ 
vities into two categories—net flnal material 
goods and consumption services. This two¬ 
fold division helps us to see clearly the 
nature of the two concepts. SKtion V 
discusses how the above analysis retains its 
significance even when we bring in the con¬ 
sideration of technological progress. The 
final section summarises the main argu¬ 
ments and conclusions regarding the relative 
superiority of NMP and NDP as indices of 
the development potential of an LDC. 

I 

The Two Concepts of Aggregate 
Product 

NDP is a comprehensive concept. It takes 
into account all activities irrespective of 
whether they yield some material product or 
render some service. Thus the activities of 
“the butcher, the baker and the candle-stick 
maker” are as much parts of the NDP as 
those of the doctor, the lawyer and the civil 
or domestic servants.^ 

NMP, on the other hand, takes into 
account only the activities in the material 
sphere, ranging from extraction of material 
resources to their processing and distribu¬ 
tion. Thus, NMP excludes a number of ac¬ 
tivities included in NDP. These activities 
consist in rendering of services and do not 
yield any ‘vendible^ object. Activities of the 
doctor, the teacher, the civil servant or the 
ballet dancer belong to this category. It may 
be noted, however, that the material inputs 
used in rendering these services, e g, medi¬ 
cines, red tapes, electricity and bla^k board 
are counted in NMP. Further; services like 
goods transport and distributive trade are 
considered material services and included in 
NMP.’ It is imeresting to note that services 
of restaurants are included in NMP while 
those of hotels are not. The basis of the 
distinction seems to be that the formo’ ser¬ 
vices are embodied in ‘vendiblei’ objects 
while the latter are not. However, the 
classification of 'finance, credit and in¬ 
surance’ in the non-material sphere violates 
the above norm of distinction since these 
costs are embodied in the prices of material 
goods. However, it should be noted that the 
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estimate of NMP is not much affected by 
the practio^ because these costs are regarded 
as a part of the surplus originating in the 
production of material goods (though not 
of services). 

It is clear from the above discussion that 
compared to NDP the scope of the NMP is 
limited to the extent that it excludes a part 
of the value added in different services. But 
the extent of this limitation is not really 
reflected in the MPS classification of all 
economic activities under the material and 
the non-material spheres. 

II 

Historical Roots of Two Concepts 

The comprehensive production approach 
followed by the SNA is generally traced to 
Sir William Petty (1665). Such a broad con¬ 
cept of economic production was quite 
extraordinary in view of the subsequent nar¬ 
rowing down of the concept by the physio¬ 
crats of aghteenth century France.^ They, 
in fact, considered only agriculture as the 
truly productive activity. Adam Smith’s 
(1776) concept of productive labour was a 
significant improvement upon the physio¬ 
crats and the concept of NMP has its origin 
in this concept of productive labour. 

Smith used two different criteria to 
distinguish between productive and un¬ 
productive labour. Productive labour 
reproduces its own value together with pro¬ 
fits and it embodies itself in some vendible 
commodity. Smith’s concept of unproduc¬ 
tive labour is illustrated by his observation 
that “The sovereign... with all the officers 
both of justice and war who serve under 
him... are unproductive labourers. They are 
the servants of the public and are maintained 
by a part of the annual produce of the in¬ 
dustry of other people... In the same class 
must be ranked, some both of the gravest 
and most important, and some of the most 
frivolous professions; churchmen, lawyers, 
physicians, men of letters of all kinds; 
players, buffoons, musicians, opera-singers, 
opera-dancers, et(i” It is interesting to note 
that Smith's two criteria do not always yield 
the same result. A cultural show may well 
be run on a commercial basis so as to yield 
a profit for the organiser. In a modern 
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economy rendering of such sei vices on 
capitalist lines is quite common. Therctore, 
in the above characterisation of ‘unproduc¬ 
tive’ labour the vendibility criterion seems 
to be the relevant one. 

Karl Marx (1863) was in full agreement 
with Smith regarding the profits criterion of 
‘productive labour’. But he considered the 
other criterion to be only a distraction. For 
Marx “productive labour in its meaning for 
capitalist production, is wage labour which 
exchanged against the variable part of 
capital... reproduces not only this part of 
capital (or the value of its own labour power) 
but in addition produces surplus value for 
the capitalist . only that wage labour is 
productive which produces capital’’." Thus 
in an economy where production for self¬ 
consumption has more or less disappeared, 
but rendering of consumption services along 
capitalist lines in negligible, Marx’s criterion 
of productive labour leads us to the concept 
of material production. Such conditions are 
hardly met in the real world. Therefore, con¬ 
trary to the general belief, the concept of 
NMP does not follow from the Marxian 
notion of productive labour. 

DlS^I INCriON BETW'EEN TWO TYPES OF 
Labour 

In making the distinction between ‘pro¬ 
ductive’ and ‘unproductive’ labour Adam 
Smith was largely motivated by his concern 
for economic growth. In order to achieve 
growth a country must mobilise capital. It 


should be noted that during Smith’s time 
production of fixed capital constituted an 
insignificant proportion of national product. 
Hence his arguments often ignored it. 
Therefore, in his scheme all material goods 
constitute capital because these goods pro¬ 
vide sustenance to labourers. This is evident 
from the following passage: “Wiat is 
annually saved is as regularly consumed as 
what is annually spent, and nearly in the 
same time too; but it is consumed by a dif¬ 
ferent set of people. That portion of his 
revenue which a rich man annually spends, 
is in most cases consumed by idle guests and 
menial servants, who leave nothing behind 
them in return for their consumption. That 
portion which he annually saves, as for the 
sake of the profit it is immediately employed 
as a capital, is consumed in the same 
manner, and nearly in the some time too, but 
by a different set of people, by labourers, 
manufacturers, artificers, who reproduce 
with a profit the value of their annual con¬ 
sumption”" In order to bring out the im¬ 
portance of the distinction between ‘produc¬ 
tive’ and ‘unproductive’ labour or rather 
between material goods and consumption 
services, in the process of economic growth 
as visualised by Adam Smith, we take a 
simple illustration based on a circulating 
capital model. We assume, for simplicity, 
that capitalists use their income either to 
augment the stock of capital or to employ 
‘unproductive’ labourers (i e, they do not 
consume material goods). Further, we 


Table 1; Poteniial Urowth Paihs under Two Alternative SiruAriONS with Different 

PkOTOKTIONS 01 ANNUAI PRODULF USFD AS CaPITAI 


Period 

Capital 

Annual Produce 

Profit 

Allocation 
of Profit 



1 A iSiluntion A) 



I 

80 

120 

40 1 

P 1. 20 
.UP L 20 

II 

100 

150 

j 

P L 25 

UP 1 25 

III 

125 

187.5 

62.5 1 

P L 31.3 

UP L 31.3 

VIII 

381.5 

572.2 

190.7 1 

■p 1. 95.3 

UP L 95.3 

IX 

476.9 

715.3 

238.6 1 

■p L 119.3 

UP L 119.3 

X 

596.1 

894.1 

1 B (Situation B| 

298 1 

[P L 149 

UP L 149 

I 

80 

120 

40 1 

F 1. 30 

UP L 10 

II 

110 

165 

” 1 

P L 41.2 

UP L 13.8 

III 

151.2 

226.9 

75.6 1 

[P L 56.7 
lUP L 18.9 

VIII 

743.4 

1115.1 

371.7 1 

1 

P 1. 278.7 
UPL 93.0 

IX 

1022.1 

1533.2 

511.1 1 

P L 383.3 
lUP L 127.8 

X 

1405.4 

2108.2 

702.6 

P L 527.0 

UP L 175.6 


Notev. PL — Productive Labour. 

UP L — Lfttproduciive labour. 


assume that workers do not consume 
services. This assumption is crucial for 
Smith’s analysis because otherwise, along 
with material goods .services would also have 
to be considered as capital."* 

We assume that the income derived from 
material production of any period b received 
at the end of the period and is spent over 
the next period. Wofit is earned only in 
materia) production so that there is no con¬ 
flict between the vendibility and the profit 
criteria of productive labour. Given this, in 
Ikble 1 we consider the potential growth 
paths of an economy in two alternative 
situations. Ibchnologies in the two situations 
are represented by the same output-capital 
ratio, i e^ 1:5. ;; 

In situation A profit is distributed equally 
between employment of ‘productive’ and 
‘unproductive’ labour. In situation B the 
allocation ratio is 3:1 in favour of ‘produc¬ 
tive’ labour. From table 1 it is seen that the 
potential annual produce in situation B is 
higher than in situation A. Even potential 
employment of ‘unproductive’ labour in 
situation B exceeds that of situation A from 
period IX onwards. Thus it is the employ¬ 
ment of ‘productive’ labour (or alternatively, 
the output of material goods rather than 
rendering of consumption services) that 
holds the key to economic growth. The above 
model is highly simplistic and the coming 
into prominence of fixed capital, luxury 
items of consumption and consumption of 
services by workers has made the above 
distinction between productive and un¬ 
productive labour rather inappropriate in the 
study of economic growth of a modern 
economy. 

We want to examine in subsequent sec¬ 
tions whether Smith type arguments have 
any relevance for present day LDCs. 

Ill 

Material Production as 
Determinant of Investment 

In the Smith type circulating capital 
model economic growth depends solely on 
the allocation of material goods between 
‘productive’ and ‘unproductive’ employ¬ 
ment, because the level of ‘prodq^tive’ 
employment determines the volume of 
material production which, in turn, governs 
the level of aggregate employment. On the. 
other Kand, in the present-day LDCs 
supply of fixed capital poses an impoitanij^l' 
constraint on the rate of economic growth. - 
Hence it is the volume of material produc¬ 
tion or the output of ‘productive* labour, and 
its allocation between consumption and 
capital formation, that is crucial for the 
growth of the «:onomy 

Material consumption may be divided 
into two categories—necessary consumption 
and luxury consumption. The provision of 
necessary consumption to workers is a sine 
qua non for smooth industrialisation. 
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Though it IS no* very easy to draw the precise 
boundary between necessary and luxury 
consumption, it may generally be said that 
the degree to which luxury consumption can 
be restricted determines the amount of 
resources that may be released for invest¬ 
ment. On the other hand, social pressure in 
LDCs often requires that a minimum level 
of consumption be provided not only to the 
employed but also to the weaker section of 
the population with no source of regular 
employment. This is not necessarily a drain 
on the scarce resources. The government 
often takes up rural construction projects on 
food for work basis. Such projects lead to 
capital formation without the use of any 
significant amount of manufactured inputs 
or capital goods. The supply of food is the 
only constraint to such works. But even so, 
when the supply of necessary consumption 
items is adequate and luxury consumption 
is restricted, the small size of the manufac¬ 
turing sector itself may be a bottleneck to 
its expansion. Let us elaborate the point. 

In most LDCs the government takes an 
active role in promoting investment either 
directly through investment in puMie sector 
undertakings or by providing various incen¬ 
tives to capital formation to private entre¬ 
preneurs. But the development effbrt of the 
government is very oftert limited by the 
availability of investible resources. What is 
important to note is that this scarcity cannot 
always be explained in terms of poverty and 
inadequacy of effort on the part of govern¬ 
ment. In fact, the crucial element in 
economic development is the allocation of 
resources for the creation of the right types 
of capital goods. Facilities for the produc¬ 
tion of capital goods in an LDC being 
relatively undeveloped, it is generally unable 
to produce the required types of such goods 


in sufficient amount for a programme of 
rapid economic growth.'^ The problem is 
not too serious if the country can import 
large quantities of capital goods. But except 
in the cas^ of oil rich and a few small coun¬ 
tries, reliance on external sources for the 
supply of capital goods on a large scale is 
ruled out because of the limited market for 
the country’s exports and difficulties (both 
economic and political) associated with 
ecternal aid or inflow of foreign capital. 
Again, capital goods obtained from rich 
nations are not usually suited to factor pro¬ 
portions or climatic conditions in LDCs, 
and large-scale imports of capital goods 
reduce the chances of technical progress in 
these countries. This means that even if there 
is a large saving potential, an LDC may find 
it difficult to realise the potential fully in the 
absence of a large domestic capital goods 
sector. 

The division of industries into consump¬ 
tion goods and capital goods sectors is not, 
strictly speaking, very meaningful. There are 
many industries which produce intermediate 
goods and services us^ in the production 
of both these types of goods. Moreover, the 
same industry (e g, the automobile industry) 
may produce both types of goods and even 
the same good (e g, a refrigerator) may be 
used either as a consumption good or as a 
capital good. Thus it seems to be more 
appropriate to say that it is an adequate 
capacity to produce different varieties of 
unmanufactured items, on the one hand, and 
an adequate supply of necessary consump¬ 
tion items, on the other,that ensures a 
smooth running of a programme of rapid 
capital formation. In other words, it is the 
material goods sector on the whole that 
determines the rate of capital formation. 


A Statistical Verification 

A close relationship between the output 
of the manufacturing sector and fixed 
capital formation is borne out by data 
presented in table 2 (A and B). The ratio 
between fixed capital formation and the 
output of manufacturing and construction 
taken together for India over the period 
1950-51 to 1981-82 does not show any clear 
rising or falling trend. Coefficient of varia¬ 
tion of the ratio over the period is 9.6S per 
cent. If we exclude the years 1950-51 to 
1954-SS, when the emphasis on industrial 
growth was not very pronounced, the co¬ 
efficient comes down to 5.97 per cent. 
Further, it comes down to 4.52 per cent if 
the three-year period 1955-56 to 1957-58 is 
excluded. The absence of any upward or 
downward trend for the same ratio is 
observed for China also over the period 
1970-71 to 1981-82. Coefficient of variation 
over the period is only 2.30 per cent. 

IV 

NMP and NDP as Indices of 

Potential Economic Growth 

In the previous section we have sought to 
establish the hypothesis that in most LDCs 
the amount of material production deter¬ 
mines the level investment. In this section, 
this hypothesis is incorporated in a simple 
Feldman-Mahalanobis type model” to 
bring out the significance of NMP and NDP 
as indices of economic development. We 
divide NDP into two categories—net final 
material goods (M^) and consumption 
services (S,.). It should be noted that M, 
would not be equal to the value added in 
material goods production since here the 
distinction is between the types of goods for 
final use. For simplicity of exposition we 
shall assume the two sectors—M^ and S — 
to be vertically integrated. M^ then consists 
of material consumption, net fixed capital 
formation and changes in inventory while 

comprises services like public admini¬ 
stration, education, health, real estate and 
personal services. A part of 'transport and 
communication’ and ‘banking and in¬ 
surance* also belong to this category. The 
other part of such services, serving material 
production and distributive trade, ^rms 
intermediate service inputs of the Mf sector. 
Similarly, the sector also includes some 
production of material goods required as 
inputs of this sector. However, all capital 
goods—whether for the Mf or the 
sector—are produced in the M. sector only. 

We denote NDP by Y and NMP by Y . 
The material inputs of the sector are 
denoted by M„. Hence, Y = M, + S,; and 
Y M, + M„. Obviously, Y >Y„ >Mf, 
for S,,>M„>0. We represent the 
technologies of the two sectors by the respec¬ 
tive output-capital ratios and jSj. These 
ratios may change because of either techno¬ 
logical change or a change in the relative 


T.sbi t 2A AND 2B: Nrr Fixed Capitai Formation as a Ratio to Vaiue or MANurAC TURiNO 
and Construction in India and china 



Table 2 A: 

India_ 


Tabu 2 B; 

China 

year* 

Raiio 

Year 

Ratic 

Year 

Ratio* 

1951 

_ 

1967 

37,4 

1971 


1952 

34,0 

1968 

36.2 

1972 

52.2 

1953 

29.9 

1969 

35.3 

1973 

51.9 

1954 

27.3 

1970 

33.9 

1974 

53.5 

1955 

23.2 

1971 

33.4 

1975 

53.4 

1956 

35.0 

1972 

33.8 

1976 

52.3 

1957 

40.8 

1973 

34.2 

1977 

52,9 

1958 

40.0 

1974 

33.5 

1978 

54.) 

1959 

37.1 

1975 

32.8 

1919 

54,8 

1960 

33 9 

1976 

33.6 

1980 

52.7 

1961 

34.3 

1977 

35.4 

1981 

50.5 

1962 

34.2 

1978 

35.3 

1982 


1%3 

34.7 

1979 

34.1 



1964 

36.1 

1980 

33.0 



1965 

37.8 

1981 

32:5 



1966 

37.9 

1982 

— 



Notes: 

• Year ending March 31. 






** Ratios are based on 3-yearly moving averages centred in the middle. 
Sources: (I) CSC, “National Accounts Statistics", Various years. 


(2) RBI (1982), Report of the Working Croup on Savings, February. 

(3) UN, “Yearbook of National Accounts Statistics” (1982). 
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weights of different goods and services con¬ 
stituting the two sectors. For simphciiy, we 
assume and to be constants. l>et o be 
the proportion of Mf invested in any 
period. It is to be noted that we do not 
express investment as a proportion of Y 
because here we are concerned with econo¬ 
mies where the saving potential may not be 
fully utilised for limitations in the material 
goods sector which, as discussed in the 
previous section, determine.s the rate of 
investment. Let A be the proportion of this 
investment allocated to the M, sector itself. 
For simplicity, we assume for the time being 
that o and A arc constants. l.atcr we shall 
examine the effects of changes in a and A 
on the growth of M, and S^. Obviously, it 
is implicitly assumed in the present discus¬ 
sion that the government can control the 
allocation of resources to various uses such 
that the economy can proceed along the 
above lines. 


If the capital stock is fully utilised, then 
in period ‘i* 

M^t) = M,(t-l)(l+-/},Aa) 

= MifOd-hV*)' •••(0 

Again. S^(t) -S,(t-1) = M^t-l)/3j(l-A)o 

or, S^.(t)= (S, (0)=^A 

/}, A 


Therefore, * 

Y(t) ;= Mf(t) -t- S,(t) 

= ho ~ ^1 * 

P, A ^ 


^ P,X /?j(l-A) 


Mf(t) ...(3) 


Tahi 1- 3- Nn Domi-stic PROin'cr and Ntr Matfriai Ppooiii t at Factor Cost 

(Curreni Prices) 

(/is '00 crore) 


Year 

NDP 

NMP 

3 Yearly Moving Total 
NDP NMP 

Difference 
NDPoverNMP 
(Per Cent) 

1948-49 

87 

73 

— 

— 

— 

49-50 

90 

77 

273 

231 

18.0 

50-51 

96 

81 

286 

243 

17.8 

51-52 

100 

85 

294 

249 

18.0 

52-53 

98 

83 

303 

257 

18.1 

53-54 

105 

89 

299 

251 

19.1 

54-55 

96 

80 

301 

251 

19.9 

55-56 

100 

83 

309 

257 

20.2 

56-57 

113 

95 

327 

272 

20.2 

57-58 

114 

95 

353 

295 

19,7 

58-59 

126 

106 

370 

308 

20.0 

59-60 

130 

108 

389 

329 

18.4 

60-61 

133 

115 

404 

344 

17.4 

61-62 

141 

121 

423 

364 

16.2 

62-63 

149 

128 

461 

396 

16.4 

63-64 

170 

147 

521 

450 

15.8 

64-65 

201 

175 

580 

500 

16.0 

65-66 

208 

179 

650 

562 

15.7 

66-67 

241 

208 

732 

634 

15.5 

67-68 

283 

247 

813 

706 

15.2 

68-69 

288 

250 

891 

774 

15.1 

69-70 

319 

277 

954 

831 

14.8 

70-71 

347 

303 

1036 

901 

15.0 

71-72 

370 

321 

1124 

978 

14.9 

72-73 

407 

354 

1285 

1124 

14.3 

73-74 

508 

449 

1513 

1330 

13.8 

74-75 

597 

527 

1729 

1521 

13.7 

75-76 

623 

545 

1890 

1654 

14.3 

76-77 

670 

583 

2051 

1790 

14.6 

77-78 

758 

662 

2240 

1951 

14.8 

78-79 

813 

706 

2455 

2130 

15.3 

79-80 

884 

761 

2752 

2399 

15.7 

80-81 

1055 

911 

3159 

2726 

15.9 

81-82 

1220 

1054 

— 

— 

— 


It follows from equation (I) that the rate of 
growth of Mf is j3, A a in any period. Equa¬ 
tions (2) and (3) show that the growth rates 
of and Y are determined by and tend 
over time to the growth rate of Mf. 

Let us now consider two situations, A and 
B. with the same technological and other 
parameters—^'s, A and a. Suppose NDP is 
the same in the two situations in the initial 
period ‘O’ [Y^O) = Y®{0)]. Further, let 
Mf(0) > Mf(O) [This implies {Mf(0) + 
M;J{0)} > (Mf(0) + Mf(0)) and vice 
versa b^use techniques being identical M,, 
should maintain the same proportion with 
S^. in both the situations]. It follows from 
equation (3) that ‘‘or all t>0, Y’' (t)>Y“ (i). 
Further, equation (2) suggests that there 
exists some t = t', such that for all t > t', 
(t) > Sf (t), however large be the dif¬ 
ference between Sf(0) and Sf (O). Thus, 
the material product being the crucial factor 
for economic growth the situation with the 
higher material product has a higher growth 
potential even if NDP is the same in the two 
situations. It is in this sense that NMP may 
be regarded as superior to NDP as an index 
of potential economic growth. 

We may now examine the effects of 
changes in the parameters a and A on the 
trends of different aggregates. Let a change 
to a, in period (t f 1). It is clear that the rate 
of growth of M, immediately becomes o, A /I,. 
Now S, (t-H) = S, (t)-i-M, (t)a, (I-A) 

r (l-A)/}j , 

or S^(t + p)= [S^(t) - —— Mf (t)J A 

A.P| 

^L±^^Mf(..p) 

A./J, 

k{0)- Mf(t)]-P ^!~..y.^Mf (t-t-p) 

>- A.^, J A./3, 

.... (4) 

Thus a change in a affects the rate of 
growth of Mf which in turn affects the 
investment in the sector as a proportion 
to its output and hence the rate of growth 
of S,. Similar conclusions may be drawn 
regarding a change in A. Let the new alloca¬ 
tion parameter be A, in period (t-i-l). The 
rale of growth of Mf changes immediately 
to «r A, /},. But 

S.(t-fp)-A-bMLli'^Mf(t+p) ...(5) 


Sonnes. (1) CSO, “Estimates of National Income”, February 1964 (New Delhi). where A = (O)- 

(2) ('.SO, “National .^ccounls Statistics", March 1975 (disaggregated tables), New Delhi, (1- A)fl B (i—X ) 

(3) CSO, “National Accounts Statistics”, October 1976, January 1978 and January 1984, -J Mf (O)- _?-l_Mf(t) 

New Delhi. A.^, AA|/1, 
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Thus, once again, the material goods sec¬ 
tor is seen to set the trend of the consump¬ 
tion services sector. We may note that 


S,(t + 1) = 




■ M,(0) -t 


iLVl 

(1-A) J 


b oMurpat* 

Mltrialinft Libruei 

i e, the growth rate of will be greater argument in respect of the superiority of*, 

than « A when A, < A, even though the NMP to NDP as an index of growtii'potenf. 

growth rate of M, falls to a A, p,. But the tial of most LDCs. J 

higher growth rate of will be transitory. „ 

This suggests that when we consider the time 

series of aggregate production, (since Technological Progret 
V > Y„ > M,] Y„ is more reliable than Y 

as a guide to potential economic growth. ,y important role < 

This consideration strengthens our previous , 

nm^Acc rtf r^anitsh 
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T\8I I- 4: NDP AND NMP (At Fa(TOR Cost), 1970-71 PRICES 


(Hx '00 crore) 


)oai 


NDP 

NMP 

3-Yearly-Moving Total 

Difference 





NDP 

NMP 

NDP over NMP 







(Per Cent) 

1960-61 


243 

215 

_ 

— 

. « 

62 


250 

222 

747 

661 

13.0 

6.) 


254 

224 

771 

682 

13.0 

64 


267 

236 

809 

715 

13.1 

65 


288 

255 

826 

728 

13.5 

66 


271 

237 

831 

729 

14.0 

67 


272 

237 

840 

735 

14.3 

68 


297 

261 

874 

765 

14.2 

69 


305 

267 

926 

813 

13.9 

70 


324 

285 

976 

855 

14.2 

tl 


347 

.303 

1023 

894 

14.4 

72 


352 

306 

1045 

907 

15.2 

7.) 


346 

299 

1062 

919 

15.6 

74 


364 

315 

1076 

929 

15.8 

7.S 


366 

315 

1132 

978 

14.7 

76 


402 

348 

1171 

1011 

15.8 

77 


404 

348 

1246 

1079 

15.5 

78 


440 

383 

1308 

1134 

15.3 

79 


464 

403 

1343 

1155 

16.3 

80 


438 

370 

13734 

1172 

17.2 

81 


472 

399 

1406 

1186 

18.5 

82 


496 

417 

— 

— 

- 

Smirtcs: 

(1) CSO. 

“National Accounts .Slaiistics", 

February 1980, New Delhi. 



(2) CSO, 

“Naiional Accounts Statistics", 

January 1979, New Delhi. 



11) CSO, 

“Nulionul Accounts Statistics”, 

January 1984, New Delhi. 



Tabi I 5: NDP and NMP (at Facior Cost), 1960-61 PRICES 








(Px '00 crore) 

Vo;ii 


NDP 

NMP 

3-Yearly-Movinj 

; Total 

Difference 





NDP 

NMP 

NDPoverNMP 







(Per Cent) 

1950-51 


91 

79 

— 

— 

— 

52 


93 

80 

280 

242 

15.7 

53 


% 

83 

291 

252 

15.5 

54 


102 

89 

303 

263 

15.2 

55 


105 

91 

316 

274 

15.3 

56 


109 

94 

329 

285 

15.4 

57 


115 

too 

336 

291 

15.5 

58 


113 

97 

350 

302 

15.9 

59 


122 

105 

359 

310 

15.8 

60 


125 

107 

380 

328 

15.9 

61 


133 

115 

396 

342 

15.8 

62 


138 

119 

412 

355 

16.1 

63 


141 

121 

427 

367 

16.3 

64 


149 

127 

449 

386 

16.3 

65 


160 

137 

461 

394 

17.0 

66 


152 

129 

465 

395 

17.7 

67 


154 

129 

472 

399 

18.3 

68 


166 

141 

490 

415 

18.1 

69 


171 

145 

519 

439 

18.2 

70 


182 

153 

— 

— 

— 


Sourres: CSO, “National Accounts Statistics”, March 1975. 


Technological Progress and NMF:| 

The model in the previous section explicit'. I 
ly shows the important role of material pro* | 
duct in the process of capital accumulation;| 
and growth. However, technological^l 
progress''* tends to raise the growth rate o^ f 
output much above the rate that can be ex''! 
plained in terms of accumulation of capitajk-| 
alone. The point here is whether the servicegt i 
excluded from NMP play an important roUf .| 
in bringing about technological progress.| 

Advancement of technological knowledge .1 
in an LDC does not depend on the researchv" 
undertaken within the count) y only. Hoiy'’>^ 
ever, foreign technology is often inappio.' J 
priate to the conditions of LDCs. Again,?t 
results of theoretical research, whether^' 
obtained at home or abroad, cannot readily 
be applied to devise new industrial techno>«l} ^ 
logy. Further research is required wbetheji'/ 
one wants to adopt foreign technol<%y to th»f. 
domestic conditions or apply the results olT*' 
theoretical research to industry.*’ Most {^f‘[ 
the research undertaken in universities anttl- 
specialised institutions are not directed t^^ 
this end. Rather the research undertaknl? 
within industries is most important in thll^' 
matter. The cost of this research is taken intoi^/ 
account in NMP, since expenditures on sudt^ 
research are met out of surplus of eiiteri^;i 
prises. Further, in most LDCs the valud? 
added in research outside industries andi: 
related administration and regulation is li-;, 
small proportion of NMP. (In India duritt^v 
the 7()s this proportion was less than one^t 
third of one per cent.) Thus the excluslorii' 
of this value-added from the aggregate does ‘ 
not lead to any significant underestimation; 
of the growth potential. 

Among the services excluded from NMP; 
only education, perhaps, has the potential/ 
of playing an important part in techno-; 
logical progress. This is because, ideallyt'-. 
expansion of general education should make 
people more knowledgeable and receptive to. 
new ideas. Thus the society would be better '/ 
placed to assimilate and apply in practice; 
new techniques of production. However, pro- • 
vision of educational facilities does not 
necessarily ensure that the students will.' 
acquire the needed skills and attitudes. . 
Indeed, it has been pointed out that deci¬ 
sions for expansion of formal education in ' 
LDCs arc often taken not on the basis of-> 
a clear perception of the needs of thei^: 
economy and society, but on an ad hoc baas -. 
to placate different pressure groups.’* 
Therefore, it is not very clear how important, 
in fact, education's role in the technological 
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progress of LDCs is.*’ As for other services 
like public administration, health and recrea¬ 
tion, they are important for providing ihc 
social framework'* but any causal link of 
these services with technological progress is 
not at all clear.*'* Thus the consideration of 
technological progress as a source of 
economic growth does not necessitate any 
ngniHcant modification of the assertion that 
NMP is superior to NDP as an index ol 
potential economic growth ot the type ol 
LDCs discussed in the present paper. 

VI 

Sunimat 7 anti ('onriuaion.s 

The line of reasoning and the conclusions 
drawn in the paper may be summarised as 
follows; 

(1) While NDP is a comprehensive concept 
of production, the concept of NMP is 
relatively re.stricted in that it leaves the 
rendering of con.sumption services out 
of its ambit. However, certain items 
classified in the ‘non-material’ sphere in 
the national accounting practice of the 
communist countries are. in fact, taken 
into account in NMP. 

(2) The concept of NMP has its origin in 
Adam Smith’s notion of ‘productive’ 
labour. Smith’s perception of the role of 
‘productive’ labour in economic growth 
was what motivated him in distinguish¬ 
ing it from ‘unproductive’ labour. 

(3) The above distinction, has .some bear¬ 


ing on the study of the growth poten¬ 
tial of a present day LDC. In an LDC 
where the government plays a significant 
role as a promoter of capital formation, 
it is the size of the material goods sector, 
or the output of ’productive* labour, that 
determines the rate of capital formation, 
and hence the size and the growth of 
even the services sector. Thus, it is NMP 
rather than NDP that gives a better in¬ 
dex of the growth potential of the 
economy. 

(4) It should, however, be recognised that 
NDP leaves out some factors which may 
have a significant effect on economic 
growth, but it is easy to overemphasise 
their importance. Apart from fixed 
capital formation, an important source 
of economic growth is technological pro¬ 
gress. Research undertaken within indus¬ 
trial enterprises, it is generally found, is 
the prime source of technological pro¬ 
gress and the cost of such research is 
incorporated in NMP itself. Among the 
services excluded from NMP, perhaps, 
only education has the potential of 
advancing technological progress. But 
mere provision of educational facilities 
does not ensure the realisation of such 
potential. Also, it is common knowledge 
that in most LDCs expansion of educa¬ 
tion has not really been geared to 
economic development. Thus, the exclu¬ 
sion of education from NMP does not 
produce much distortion in its use as an 
index of economic growth. 


Appendix 

Trends in nmp and NDP of the 
Indian Economy: 1948-49 TO 1981-82 

We have computed three series of 
estimates of NMP for the Indian economy. 
The disaggregated tables of NDP as given 
in CSO publications have been ysed to derive 
these estimates. Our estimates do not exactly 
conform to the UN guideline for obtaining 
NMP from SNA data. This is because the 
breakdown of activities in the CSO data is 
not detailed enough for the purpose. 

The most important source of divergence 
of our estimate from the UN guideline is the 
inclusion of non-business'-related passenger 
transport in NMP. Other sources of diver¬ 
gence are failures to determine the propor¬ 
tions, for communication and banking ser¬ 
vices,^® which cannot be treated as inputs to 
material production. The whole of these 
services have been included in our estimates. 
Further, though the services of hotels belong 
to the non-material sphere, these have been 
included in our estimate because CSO does 
not provide any separate estimate of value 
added in this sector. Thus our estimates have 
an upward bias compared to those one 
would obtain from strict observance of the 
UN guideline.^* 

An important point regarding our esti¬ 
mates is that, unlike the general practice,*^ 
these are at factor cost. Since indirect tax 
revenue is raised mostly from material pro¬ 
ducts, the share of NMP in NDP will be 
higher in the market price estimates than in 
the factor cost estimates. Moreover, the 
fo'mer share, unlike the latter one, will also 
reflect changes in the ratio of indirect tax 
revenue to NDP. Therefore, it appears that 
the factor cost estimates are more suitable 
for the study of relative growth rates of 
NMP and NDP. 

Now we come to a comparison of our 
estimates of NMP with those of NDP 
presented by CSO. Table 3 shows that current 
price estimates of consumption services 
expressed as a proportion of NMP docs not 
have any uniform trend over the First decade 
under study. This proportion shows a 
uniformly declining trend over the next 
Fifteen years, the trend being reversed during 
the rest of the period under study. However, 
the constant price estimates roughly show 
a rising trend over the entire period under 
study (tables 4 and 5), though this trend was 
comparatively weak during the decade of 
the SOs. 

This trend, whether at current or at con- 
stdnt prices, was not sufficiently strong to 
make any substantial impact on the relative 
rates of growth of NMP and NDP (table 6) 
except during the last fbw years when the 
Indian economy experienced a rather sharp 
increase in the share of services in NDP.^’ 


Tmhi 6: Raifsoi Ckouihof thi NMP anoihi- NDP oi im I.sdiw Lconomi- 
Table 6A: Estimates at Current Pi ices 


Period 

Rates of Growth ol 
NMP NDP 

1949-50 to l95ti-59 

3.2 

3.5 

1959-60 to 1969-70 

9.7 

9.3 

1970-71 to 1980-81 

11.7 

11.8 

1959-60 to 1980-81 

8.2 

8.2 


Table 6H: bstimates at 1960-61 Prices 


Period 

Rates of Growth of 
NMP NDP 

1951-52 to 1%0-61 

4.0 

4.0 

1959-60 to 1968-69 

3.3 

3.5 

1951-52 to 1968-69 

3.5 

3.7 


Table 6C; F.stimates of 1970-71 Prices 


Period 

Rates of Growth of 
NMP NDP 

1961-62 to 1970-71 

3.4 

3.S 

1971.72 to 1980-SI 

3.0 

3.4 

l%l-62 to 1980-81 

3.1 

3.4 


• Growth rates have been calculated on the basis of three-yearly moving averages centred 
around the wars shoun. 
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The closeness of growth rates of NMP and 
NDP is quite expected because the services 
excluded from NMP constitute a small pro¬ 
portion of GDP. 
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ARUN comment (Novciiibt'i ll', 1986) 
neither tnvalidate'. tnv previous obscivations 
on ihe various issues ol drug poluv nor 
docs it raise an\ new p(<iiiis not discussed 
carliei in these ‘'olumns. The statistical data 
presented by him euhei do not depict the lull 
picture or arc irrclcv jp! in the liidtari con¬ 
text. I_ct me illiisirnte. 

Dal’s tabic 1, foi Lsaniplc. showiiik; undet- 
iitihsation of capacity of seven essential 
categories of drugs between I9'() and 197“ 
does not bring out the leasons for such 
under-utilfsation 1 hn n cimial for any 
correct undersianding ol tlie Jim: siiiiaiioi. 
ill India hec.iiisc, as the Hathi t-ommittec 
(1975) itsell had pointed out. pronounced 
scctoial imbalances have existed, right from 
the beginning, in the capacity tor drugs 
among the different sectors—public and 
private, indigenous and foreign—based on 
the irrational concept of sectoral reserva¬ 
tions. Thus, m the area of broad-spectrum 
antibiotics, it is the public sector which has 
been holding a siiteable portion of the licen¬ 
sed cajiacity for four of the seven drugs listed 
in Dal’s table 1. namely, penicillin, strepto¬ 
mycin, sulphas, vitamin A (besides tetra¬ 
cyclines), while a larger share of chloram¬ 
phenicol, anti-fD dings like I’AS and INIl, 
and anti-dyseniery drugs like metronidazole 
has gone to the private sector, with or 
without foreign collaboration. While the 
pronounced under-utilisation of capacity in 
the public scctoi, leading to losses of several 
score, over the years, is well knwon—as of 
now, it accounts for just about 10 per cent 
of the industry's total production, though 
having about one-third of the industry’s total 
investment—-the stiictly controlled produc¬ 
tion and investment, often dissipated among 
different units based on relatively small, 
uneconomic capacities, has led to all kinds 
of distortions in the production of drugs in 
the private sector. In both way.s, there has 
been loss of production of essential drugs 
in the country. These i.ssues have been 
discussed at length in my earlier comments. 

'1 he National Council of Applied Eco¬ 
nomic Reseatcli. New Delhi, have thus 
averred in iheii study (1984) that the public 
sector which holds a dominant share in the 
production of sevcrdl essential bulk drugs— 
antibiotics, sulphas, vitamins, etc—and 
accounts foi over one-third of the installed 
capacity of the industry, has actually utilised 
only two-fifths of its capacity; even the 
wholly Indian sectoi which has a share of 
about three-fifths ol the industry’s installed 
capacity could operate only at 66.5 per cent 
of capacity ujilisanou, while the foreign 
sedor, thmMh|p)idlng only 7 per cent of the 
industi^^^PKity, operates at over 100 per 
cent utilisa'ion. In this perspec¬ 
tive wonder ihat there have been 


shortages ot several critical drugs in the 
country ovci the years') 

The Hathi Committee (1975) itself acknow¬ 
ledged this position when it reported that for 
lack of purposeful co-ordination between 
the public and private sectors in this regard 
and of integrated policies in production and 
distribution, investment in bulk drugs has 
been tardy and uneven. Even among the 
public sector units, the committee observed 
“considerable overlap in their spectrum of 
products (whichl contributed to their 
inability to concentiate on and specialise in 
a given line of prtxlucts’’. For better 
economic and efficient working in the field 
of antibiotics production, the committee 
reported, “it is necessary that each of the 
public sector units does not duplicate the 
production pattern of another unh". How- 
far these suggestions of the Hathi Com¬ 
mittee have been acted upon is, however, a 
moot point. 

Be that as it may, the fact remains that 
sectoral licensing which has been in vogue 
for the last over two decades is the root cause 
of continued under-utilisation of capacity 
of essential drugs. Price controls have only 
added fuel to the fire. Thus, while the pro¬ 
duction of almost all the 17 drugs reserved 
for the public sector units has been much 
below the targets set for them and is some 
(e g, morphine, polio vaccine and sulpha 
methoxypyrida/tne) pioduction had not even 
commenced, in the case of the wholly Indian 
private sector units also production of 19 
bulk drugs (out of 27 reserved for them) has 
been far too inadequate to meet the coun¬ 
try’s total requirements in the last few years. 

It was in this situation that delicensing of 
94 drugs was announced last year so as to 
move away from the irrational sectoral con¬ 
cept and enable all sectors/unils to con¬ 
tribute their best to the production of essen¬ 
tial drugs needed by the common man in a 
more competitive environment. In fact, out 
of the 94 deliccnsed drug.s, production of .17 
vital drugs had been far below the actual 
requirements for some years, while some 
others like rifampicin, cephatoxin, triflu- 
perazine, etc-—equally important having 
regard to the prevailing disease conditions— 
had not been manufactured at all in the 
country. No wander drug imports—which 
pre<-cntly stand at Rs 216 crore against a pro¬ 
duction of Rs 416 crore—have been moun¬ 
ting over the years, at great cost to the 
nation. 

In this perspective, it is amazing that Bal 
should have pointed to the “persistent under¬ 
utilisation of the capacities of seven essen¬ 
tial drugs (cited in his table 1] even when the 
industry was without price controls”. Accor¬ 
ding to him. the DPCO; 1970, recommended 
uniform mark-ups for all, but the produc- 
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tion of non-essential drugs did not stop. The 
fact is that the industry has been under price 
controls of one kind or another for the last 
20 years. First a price freeze was introduced 
in 1962; then tlierc was price control under 
the DPCO, 1970, which divided drug for¬ 
mulations into two categories, essential and 
non-essential, with 75 per cent and 150 per 
cent mark-ups, respectively, and later the 
more rigorous price controls under the 
DPCO. 1979, dividing formulations into 
four categories and providing far lesser 
mark-up levels for the essential categories of 
I and II at 40 per cent and 55 per cent respec¬ 
tively, as against 100 per cent and free mark¬ 
up for less essential and non-essential 
categories of III and IV respectively, I-et us 
see what the NC'ALR study (1984) has to say 
in regard to the cost-structure of the essen¬ 
tial categories of drug formulations: 

The aggregate post-manufacturing expenses 
of the responding units increased at a 
cumulative rate of 13.4 per cent per annum 

1 he trade margins, Ihe principal components 
of ihe expenses met oui of mark-up, formed 
nearly 50 per cent of the total expenses As 
a ratio of ex-factory cost of formulations, 
trade margin formed 31 per cent Selling and 
distribution is the second important item ol 
posi-maiiutacturing expenses ot a company. 
It formed 23.5 per cent of the cx-factoiy cost. 
Ihc outright Ireighi, interest and other 
miscellaneous expenses icspeciively formed 

2 4 per cent. 3.4 pci cent and 2.3 per cent 
of the ex-faetoiy cost. The break-even maik- 
up of the sample units (thus) ranged from 
62.5 per cent in 1980 to 64 per cent m 1979, 
Thi.s means that the mark-up pre.seribed by 
the DIK'O, 1979 for certain categories of for¬ 
mulations (I and II) is lower than the break¬ 
even mark-up. 

In the light of these observations ol the 
NCAER, especially in regard to trade 
margin, selling and distribution expenses 
and the break-even level, for the essential 
categories of formulations the (cash) dis¬ 
counts of 15 per cent to retail chemists 
offered by the companies concerned for sale 
of products like terramycin, mayabutoi, etc, 
as reported by Bal, would appear to be not 
on the high side and certainly do not indicate 
high profitability, especially when it is 
remembered that these are comparatively old 
products and the companies producing them 
have tts sell them in order to ensure that they 
are not wiped out of the market altogether 
in the face of the newer and more effective 
replacement now available. 

Product and process obsolescence is rapid 
in the drug indu.stry and companies not 
catching up with the newer therapies stand 
to lose in the bargain. And no forward- 
looking commercial enterprise would like to 
stay stagnant for ever. This is particularly 
true of newer and more effective anti-TB 
drugs like rifampicin, ethambutol, etc, 
increasingly available and prescribed by the 
doctors now, as against the older ones like 
PAS, INH, etc. It is surprising that Bal 



should haw aiyued that these older, less effec¬ 
tive drugs should still be made available for 
the benefit of the rural population in view 
of their cost effectiveness. He wouid thus 
appear to want a kind of ‘caste system’, as it 
were, to be introduced in drug therapy—-the 
newer and more effective drugs for the elite 
and the older and less effective ones for the 
vast majority of the less fortunate. ‘Cost- 
effectiveness’ can be brought about not by 
restricting the production and availability of 
the newer products to the affordable few, 
but by making them affordable by the 
vast majority through economics of scale, 
improved technology and unrestricted 
availability. 

Fundamental changes are on the anvil 
both as regards our conventional attitudes 
and approaches to medicine as well as the 
structure and pattern of drug production— 
from the old to newer and more effective 
therapies (as, for example, ccphalospirins, 
betablockers. newer uniibiotics, new immune 
r>rophylaxis and immunodiagnosties) and 
new delivery systems. Several of these new 
therapies and delivery systems aie already 
available in other developed as well as 
developing countries and there is no reason 
wh\ our people should be denied the Iruits 
ol these ailvaiices in medical science. What 
IS needed is tbit we should quickly redefine 
out priornies and reallocate our scarce 
icsoiiices so that ‘medicines for the masses’ 
may become a reality instead of just remain¬ 
ing a slogan It would be shoit-sightcd to 
insulate out selves from the technological 
revolution in drug ilieiapy sweeping the 
world, especially since we have developed the 
iiecessaiy infiastriiclure, capability and 
manpower to absorb and adapt the new 
knowledge and hat ness it for the benefit of 
oiir people. This is precisely what the Hath! 
( ommittec itself had staled, as far back as 
I'<75 (kepoit. p 163): 

Indeed, ihe country is now poised nol only 
lo absorb technology of any complexity that 
iiiav be imported but also lo improve and 
innovaie production technologies wiih 
competence and complete confidence. There 
aic two broad areas where Ihe inllow of 
technolc'gy is imponani in the field of phar¬ 
maceuticals in our country. The first is with 
rcgaid 10 the existing drugs. *o produce ihe 
cssenlial ilcms in qiianlities adeqiiaic to meet 
our increasing requirements and maximise 
produeiion fiom available resouices and 
manufacturing facilities already esta¬ 
blished .. rhc.so drugs should cover speeifie 
areas where both prophylactive and curative 
action have to be taken lo treat common 
diseases that affect jihc] laige population of 
[the] country. Secondly, there arc areas where 
existing drugs are nol really effective or where 
no curative drugs exist for certain diseases 
in the country. In this case, technology has 
to deal with research and introduction of 
better, and more efficacious remedies for 
treatment. 

Bai is unfair in accusing me of “not giving 
any justilication for Ihe increase in targeted 
pr^uction of certain drugs... known to he 
hiuarclous and of doubtful efficacy”. He has 
also accused me of “justifying” the marketing 


of various hazardous drugs in the third 
world. I have done neither. It has not been 
my purpose in these discussions to “justify” 
the sale of hazardous and harmful drugs. 
But I have certainly pointed out, with em¬ 
pirical and other evidence, the differing 
disease, socio-economic, climatic, risk- 
benefit and other factors and different 
perceptions of regulatory authorities in 
different countries m banning or allowing 
certain drugs to be marketed. These facts 
cannot be glossed over. 

Bal’s reference to my “comparison bet¬ 
ween the industry marketing vital products 
for the health of millions of consumers with 
that of the marketing of textiles and blades” 
as being “absurd and ridiculous” is mis¬ 
placed. The reference to these industries 
related to the specific issue of brand names. 
The question I had posed was: “What is the 
logic of brand abolition only in the case of 
life-saving drugs, while other consumer pro¬ 
ducts of much lesser significance and im¬ 
portance such as blades, cosmetics, textile 
fabrics of different kinds, etc, go scot 
free...? (August 2, 1986). Bal has no answer 
to this question. 

Bal has extensively commented on the 
alleged malpractices of different individual 
companies in the marketing of their pro¬ 
ducts. It is certainly not my purpose here to 
defend the companies concerned or their 
marketing practices if they are unethical 
and have violated even the IFPMA Code. 
Nothing prevents Bat from taking up these 
matters with the IFPMA or the authorities 
concerned. Nevertheless, certain facts have 
to be taken note of. 

Differences in labelling or package inserts 
do and wilt continue to occur for a variety 
of reasons. Just as it is not uncommon for 
the same medicine to be approved in dif¬ 
ferent countries for different indications, a 
drug’s label also must and will contain dif¬ 
ferent prescribing information and possibily 
different warnings. Nor is it uncommon, as 
noted earlier, for drug approval/control 
authorities of different countries to disagree 


about a drug’s potential hazards and, 
therefore, to mandate different warnings. 
Though, in all cases, the laws of the coun¬ 
tries concerned have to be complied with, 
a manufacturer labelling his drugs for export 
or sale in a developing country may have 
several other choices open to him. He may 
include all the warnings cumulatively, as 
required by all the different drug approval 
authorities, or include only those required 
by the manufacturer’s home country, or 
choose from amongst the various required 
warnings only those which the manufacturer 
believes are warranted by available scientific 
evidence. In the process, some labelling 
inconsistency is virtually unavoidable. 

National laws also operate to make it 
difficult for companies to be completely 
consistent in their iabclling. Some countries, 
for example, require package inserts for 
physicians; others require them for con¬ 
sumers. The same insert will obviously not 
do for both. In the United States, for 
example, the FDA requires manufacturers to 
include an imsert for health professionals in 
every box of prescription drugs they ship; 
in Canada, the UK, Denmark and Sweden 
there is no such requirement, in France 
package inserts arc required to be provided 
only for patients, while in Switzerland, 
Germany, Netherlands, Italy and Belgium 
package inserts are for both patients and 
physicians. Comparable variations are found 
among developing countries as well. In India 
package inserts are mostly for physicians, 
although occasionally they are also for 
patients. In Argentina they are only for 
patients and in Brazil for both physicians 
and patients. In Chile, however, package 
inserts are totally prohibited. 

As regards the question of different kinds 
of information allegedly being provided in 
the prescribing guides of different countries, 
the fact seems to be that often such guides 
are issued on a commercial basis by indepen¬ 
dent publishers and are intended only as 
quick references to complement the more 
thorough product information that manu¬ 
facturers provide to medical professionals 
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«nd others. 

The labelling issue is complex, but con¬ 
sistency is the goal that the industry should 
aim at and strive to achieve There can be 
no quarrel whatsoever on this issue. 

Bal’s tables 2, 3 and 4 showing respectively 
the different types of drugs marketed in 
India, the sales of top drug companies 
and the growth of non-essential drugs in 
the country do not reveal anything new. 
Rationalisation is certainly called tor in these 
areas as in others and I have dealt with the-se 
issues at length in my earlier comments. 
Bal’s tables 5 to 10 give statistics of the drug 
situation in Bangladesh about which there 
are conflicting reports, as acknowledged by 
Bal himself. Even granting that the facts as 
quoted by Bal in this regard are tine, the con¬ 
ditions obtaining in a small country need not 
be applicable in a country like India. What 
is more relevant for our purposes is the 
experience of more comparable countries 
like Pakistan where the claims made by Bal 
in regard to price reduction, maintenance of 
quality, etc. consequent on brand abolition 
did not materialise. Even other countries like 
the Soviet Union, Yugoslavia and some other 
East European countries were obliged to 
switch back to brands after a brief honey¬ 
moon with generics. The question is really 
one of ensuring bio-equivalence which 
even a very advanced country like the 
United States has not been able to attain. 

I have discussed these issues at length 
in my previous comments (June 21/28 and 
Octobe.' 25, 1986). 

Bal’s tables II and 12, showing demand 
projections of essential drugs in terms of 
availability and sources of drug information 
to doctois respectively, also do not reveal 
anything not already known. He says that 
while the availability of essential drugs is 
decreasing, “the major part of the drug 
Information received by the doctors is 
through the industry sources”. How else can 
it be? The very basis of pharmaceutical 
marketing and distribution is product 
information presented in a manner under¬ 
standable to doctors who prescribe the 
medicines. Without such information no 
drugs could be sold. Unlike other consumer 
products where the consumer has a direct 
access, in the case of medicines it is on 
prescribing doctors that the consumer relies. 
A problem can arise when persuasion is un¬ 
related to information, but no doctor with 
any sense of responsibility would prescribe 
a medicine just on the basis of what a drug 
detailer says about his company’s product 
or products. Only the existence of the par¬ 
ticular products is made known to the doctor 
through the detailer, so that the doctor in 
turn can get to know more about the pro¬ 
ducts and their efficacy from scientific 
sources, from the company itself, from pro¬ 
fessional colleagues and others. 

If in India innovative drug research has 
not made much headway it is primarily 
because all research is concentrated in 
government laboratories which have no great 
urge to discover new products an(l much less 
any co-ordination with private industry for 
the fruitful application of such research. 
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Y H Charpure, former mandging director of 
Hindustan Antibiotics a public sector under¬ 
taking, has pointed out: “The Indian drug 
industry produces bulk drugs at a cost which 
is two to three times more than that of 
imported drugs. The value added is the 
lowest, and the units use high cost raw 
materials. The situation has been further 
aggravated by the fact that the industry 
is unable to spend substantial money on 
R and D due to low profltabilit/’ As a 
result, as an UNCTAD study has under¬ 
scored, “the long gap between the date of 


IN the review of my book “Women, TVadi- 
tion and Culture’, (EPW, November 29, 
1986) Gabriele Dietrich “wonders whether 
women wiD really be able to gain new insight 
from the approach” used in the book. She 
is entitled to her view. But certain statements 
call for comment. She says “Rationalism 
does not really provide a framework of 
analysis which would enable the author or 
reader to develop a deeper understanding of 
the causes and the material reality of 
women’s oppression and exploitation”. She 
seems to be of the opinion that rationalism 
is an ideology. No, it is not so. It is a mode 
of approach. It enables a person to study the 
causes of any event or situation. Moreover, 
it is not just anti-religion. It is something 
more 

The reviewer takes me to task for not be¬ 
ing aware of “painful experience of leftist 
feminists in their work with class organisa¬ 
tions”. I am aware of that. I know for cer¬ 
tain that there are orthodox and traditional 
marxists who do not like women’s issues to 
come up to the surface during the class 
struggle. I am conscious of how some 
marxist-feminists are pushed into a tight 
coiner because of this attitude 1 did not 
think it necessary to state more than this 
“they (third section) also flght against male 
domination and chauvinism”. Well! I can¬ 
not put myself into the shoes of the reviewer. 
I choose my own language and style 

The reviewer “wonders to whom in real 
life to relate the inytholo^cal category of 
man-haters...” The reviewer is a learned 
person. She must have heard of radical 
feminism. This view is held by a sufHciently 
large number in the US. The book in ques¬ 
tion deals with theories also. Hence the 
reference is made to man-haters. The 
reviewer opines that hatred of men towards 
women, and self-hatred of women cannot 
all (emphasis mine) be ascribed to the 
shackles of religion. No sin|le factor can be 
said to be responsible for the outcome. But 
the importance of religion and culture is not 
so little as some would like to believe; 

Dietrich flnds a factual error in my state¬ 
ment in the book that woman cannot be 
found “officiating either as a priest or a 
person leading prayers, whether it be in the 
temple, mosque, or synagogue^’. She writes 
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Indian manufacturing of almost all the drug 
items suggests that India incurs heavy costs 
in terms of the benefits foregone, from the 
delayed transfer of efficacious drugs”. This 
is clearly seen in the number of drug intro¬ 
ductions in India which in the past few years 
has been just a trickle Of tte new drugs 
discovered in India so far two were by a 
national laboratory (RRL, Hyderabad), one 
by Hindustan Antibiotics (a public sector 
undertaking) and one by an international 
company. 


with self-confidence that she found “women 
pujaris in Pune, women priests in church of 
south India and in many reformist synago¬ 
gues”. I can only say “one swallow does not 
make a summer”. She is “doubtful about 
mosques”. Evidently she is referring to 
women prayer leaders in mosques. I wonder 
in my turn why the reviewer has developed 
cold feet. This becomes explicable when she 
says that there is an “anti-muslim stance in 
Subbamma's own writing”. She betrays thus 
her soft attitude towards muslims. I am 
against any religious mode of thought. A 
careful reading of the book would have 
made it clear. Anyway it is for the readers 
to agree or dissent with her view “that 
women have made substantial (emphasis 
mine) inroads in these fields and that this 
has stirred up a lot of religious rethinking”. 

The reviewer appears to be a marxist, for 
she talks of dialeaics, leftists, class organisa¬ 
tions, and adopts an ambivalent attitude to 
family planning. She finds fault with me for 
not admitting “the psychological trauma of 
women who have taken recourse to abor¬ 
tion” and points out that I committed a 
mistake in taking up a “middle class perspec¬ 
tive”. She is all sympathy with poor women 
who are forced into operation. Why do so- 
called leftists take up this attitude? They 
would have small families themselves but 
they do not want the workers to limit their 
families. 1$ it not a double standard of 
morality? Probably it is ‘dialectics’ which a 
non-marxist like me cannot undersrand. 

I have also been found guilty of advoca¬ 
ting compulsory family planning in stages. 
When it was adopted indirectiy in China ‘lef¬ 
tists’ there did not demur. Well! What is 
good for China is not good for India! About 
my proposals regarding form of marriage 
Dietrich is pleased to term them as idealistic. 
Yes, in a way, 1 am an idealist. My realism 
does not push me into the position of ac¬ 
cepting or advocating an ignominous state 
of affairs for women. 

Last but not the least is the charge that 
I used ‘sexist language^ in my book. Pro¬ 
bably, I could not get over the past. I have 
not come across many leftist feminists who 
have developed a ‘feminist languagcf ftiUy. 
That is no consolation for me. In fact, a sus¬ 
tained effort has to be made in this duixtioa 


Marxist Approach to Women’s Oppression 

Malladi Subbamma 
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IMC Economic Research and Training Foundation Hrs brought out a series of seven brochures 
under the title Artha'JiJnesa (Understanding Indian Economy). These brochures are: 


Title of the Brochure 

1. Understanding ^tional Income 

2. Understanding Poverty and Unemployment 

3. Understanding Central Budget 

4. Industry in the Indian Economy 

5. Profile on Housing 

6. Understanding Rural India 

7. India’s Population Problem 


Author 
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originally priced at Rs. 40/- is now on sale at a concessional price of Rs 25/- (postage extra). 
Further 20% discount will be given to those who purchase 10 or more sets. 


Available from: 
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IMC Building, IMC Marg, 
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In Search of a Role 

THE ‘mediocrity’ of Indian science and its irrelevance to the country’s development 
efforts—whether it be the development of industry or removal of poverty—have 
been the two recurring themes of the annual sessions of the Indian Science Congress 
for decades now. Lambasting the science establishment for its failure to deliver 
the goods is something of a ritual and exhorting scientists to find solutions to the 
problems that beset the nation a meaningless rite. T\venty years ago commenting 
on the 54th session of the Science Congress it had been asked in these columns 
if it was not pertinent to find out why after fifteen years of planned effort, no 
‘meaningful dialogue’ had developed between industry and research. Tbday the 
answers arc ail in but the problems persist. 

Indian science is still considered ‘mediocre’—because there have been no 
spectacular ‘breakthroughs’ by which is meant that there have been few interna¬ 
tional awards coming our way; and because there is little evidence of the products 
of scientific endeavour. Or in the words of the prime minister it has not contributed 
to ‘economic development’ which also denotes its ‘irrelevance’. It is apparently this 
mediocrity which the prime minister abhors and exhorts scientists to wage a battle 
against. 

There is no doubt that a large proportion of research in any field is not only 
irrelevant but quite incompetent. On the other hand, many research institutions 
have certainly been doing work of a high quality. The development of a production 
process for silicon or the work being done in fertiliser technology in the public 
sector, or power engineering cannot be dismissed as run-of-the-mill or mediocre. 
And then again, a large part of what may be termed scientific endeavour comprises 
work which is neither of a ‘breakthrough’ kind nor spectacular nor even directly 
and immediately applicable but yet contributes to the process of the growth of 
science. To term this as mediocre science is to deny the history of .science. And 
in any case it is doubtful whether there can be research breakthroughs without 
access to the sophisticated equipment, apparatus and information systems available 
in the leading laboratories of the world. The answer does not lie in ‘identifying’ 
the mediocres and “getting rid of such elements’’, but in seeking the reasons for 
mediocrity. And these partly lie in the organi.sation of science but largely in the 
socio-economic environment outside it. 

Science in this country is too bureaucratically organised and ‘scientists’ at the 
helm of affairs have ceased to have any link with actual scientific research and 
are functioning simply as scientist-bureaucrats. Excellence is defined in terms of 
advancing at the frontiers of one’s discipline. This benefits only the advanced 
capitalist countrie.s and advances individual careers. The country does not benefit 
since there are no trickle down effects. The only invisibles that accrue are interna¬ 
tional recognition and individual reward. 

The majority of our people do not have access to any meaningful educational 
facilities and hence cannot develop their creative potential. This will prevail so long 
as the present social, relations of production persist in agriculture and industry. 
The prevalence of dependent capitalism in industry leads to a situation where the 
majority of the technological needs of modern industry are imported and hence 
there is little scope for the indigenous development of technology. Even where 
indigenous technological development occurs the requisite protection is not given 
to the ‘infant’ technology. The allocation of funds for science and technology and 
the maintenance of a huge scientific establishment are just a formal demonstration 
of the government's commitment to science in an abstract sense. In practice there 
is little demand for local R and D from industry even if a potential supply exists 
since industry meets its tcchnolpgicai requirements from cheaper and less riskier 
external sources. Dependent capitalism in industry thus thwarts the indigenous 
development of science and technology. 

If science in India has not made an impact on technology the problems thus 
lie in the country’s economic structure. This is the reason why Indian scientific 
research has failed to make an impact on technology and on industry. Over the 
years any number of indigenously developed, and processed products have been 
discarded and rejected in favour of foreign alternatives, dictated by economic 
imperatives of the time. The solution, however, is not closing the doors on 
international developments and attempting to ‘reinvent the wheel’ cither. 
Unfortunately, while the Science Congress has made a number of recommendations 
of potential areas of research, it has ignored the very question which has been posed 
on the first day—how to revitalise science and make it relevant. In a sense of course 
the scientists cannot be blamed. They are after all only following C V Raman’s 
dictum that the only solution for the country’s problems is “science, science and 
more science’. This is yet another facet of the ‘irrelevance’ so much talked about. 
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Health 

The Rule, Not the Exception 


LAST week the prime minister, in his con¬ 
tinuing voyage of ‘discovering India’, barged 
into the wards of the R G Kar Med.ical Col¬ 
lege and Hospital in Calcutta and came face 
to face with the atrocious state of public 
health. So appalled was he that he is 
reported to have departed from his prepared 
speech to express his unhappiness over the 
conditions in the hospital. And he lamba.stcd 
the left front government for its inefficiency 
and its non-performance in health. The 
prime minister also went on to mention the 
lack of “facilities for sterilisation” and "rat 
droppings all over the floor” in a primary 
health centre (PHC) he had visited earlier. 
All this led him to wonder aloud, “is this 
the way we will ensure health for all by 
2000 AD?". 

It is not surprising that the prime minister 
should take up an issue which would evoke 
an immediate and popular response. What 
is ironic is the implied suggestion in the 
prime minister’s statement that West Bengal 
has the unique distinction of neglecting 
public health care. There is, of course, no 
doubt that the hospital in question is indeed 
in a deplorable state. A Calcutta newspaper 
has published a double-page photo feature 
on the institution showing gaping holes in 
the ceilings and overflowing bathrooms. 

The status of public health care in West 
Bengal has by all accounts deteriorated, not¬ 
withstanding the fact that the government 
says that it has more than doubled the per 
capita expenditure on health from Rs 15.90 
in 1976 to Rs 37.07 in 1986. Gastroenteritis 
is endemic in the state and continues to claim 
lives despite the easy availability of techni¬ 
ques such as ORT. The state also accounted 
for almost SO per cent of ail cases of 
Japanese encephalitis reported in 1984. And, 
as in other states, the incidence of malaria 
has shown a rise. 

However, according to the union health 
ministry’s Yearbook, the death rate in the 
state is lower than in 1976—and the state has 
been able to bring down the death rate at 
about the same pace as most others. Between 
197t> and 1982 West Bengal registered a 
lowering of the death rate from 12.4 to 10.8 
per thousand. The immunisation and nutri¬ 
tion supplement programmes in the state are 
progressing at about the same rate as in a 
majority of others, except perhaps in 
Maharashtra where the targets have been 
exceeded. 

West Bengal’s non-performance in health 
is thus no worse than the general situation 
111 the country. In fact only some months 
back a piime-time Doordarshan programme 


on Delhi’s public hospitals had projected 
precisely the same kind of picture which the 
prime minister was so shocked to see in 
Calcutta—filthy staircases, fungus-ridden 
walls, wards ankle-deep in water from 
overflowing drains. And only a year ago 
patients in a government hospital in Bombay 
had died because of contaminated glycerol 
that they had been administered. The daily 
reports of the judicial enquiry into this 
particular tragedy has been making grue¬ 
some reading—underscoring crass negli¬ 
gence, corrupt drug control authorities and 
a complete lack of concern on the pan of 
public health departments. 

It is also ironic that even as the prime 
minister was making public the state of 
government hospitals in Calcutta, the 
municipal commissioner in Bombay should 
have been issuing show-cause notices to three 
junior doctors in a corporation-run hospital 
on the charge of “leaking information to the 
press" about conditions in the hospital and 
instigating a patient to complain against a 
colleague. The authorities allege that this 
action is a breach of the code of conduct 
for doctors in municipal hospitals. Ii may 
be recalled that when doctors at the Kb'M 
hospital in Bombay had gone on a hunger- 
strike (without stoppage of work, however) 
in order to draw public attention to condi¬ 
tions in the hospital, the authorities had 
reacted with quite unprecedented vioious- 
ness. The R G Kar hospital doctors have also 
been on a similar strike for a similar 
purpose. And it was they who drew the 
prime minister’s attention and prompted his 
unplanned visit to the wards. This leads to 
a'piquant situation; Would the KEM doctors 
in Bombay have escaped the charges they 
now face if they had approached the prime 
minister instead of the public? 


Smuggling 


Riches for Revenue Collectors 


THANKS to the munificence of the finance 
minister, fortune seems to be smiling quite 
often on officers of certain branches of the 
central government’s excise and customs 
department. Some of them may even 
become millionaires before long. An assis¬ 
tant director of the department of revenue 
intelligence in Bombay is reported to have 
netted a neat sum of Rs 7 lakh in ohe catch 
of contraband gold. Such cases are not rare 
though the sums involved may not be so fat. 

This is the outcome of the liberal reward 
rules introduced in 1985 whereby the scales 
of reward payable to informers and govern¬ 
ment .servants for booking cases under the 
Customs Act, Central Excise and Salt Act, 
Gold Control Act and Foreign Exchange 
Regulation Act were raised and the ceilings 


on the maximum amotint payable in an indi¬ 
vidual case was removed. Under the revised 
guidelines governing payment of rewards, 
upto 20 pet cent of the estimated market 
value of the contraband articles seized can 
be paid to those who help to detect cases of 
smuggling. Informers and officers of the 
government can also be given rewards upto 
20 per cent of the penalty realised subject 
to a ceiling of 20 per cent of the market v^ue 
of the goods in respect of which the offence 
was committed (in cases under FERA, 20 
per cent of the value of the foreign exchange 
involved). Earlier, the scale of reward was 
10 per cent of the goods seized or the 
revenue/penalty realised as the case might 
be, and there was a ceiling of Rs 2,500 in 
a single case. As par of the drive to intensify 
efforts to enforce the tax laws, the propor¬ 
tions were doubled and the ceilings removed. 

On the face of it, the logic behind this revi¬ 
sion is impeccable. Where huge sums are in¬ 
volved, so goes the argument, temptations 
arc also great and, human nature being what 
it is, ordinary, salaries can scarcely be 
counted upon to keep government servants 
clean. For, like it or not. the ubiquitous 
market operates to determine the price the 
officers in charge of enforcement can com¬ 
mand for not booking cases of infringement 
of the law. Therefore, if revenue is to be 
realised, the government must pay the 
necessary price. It is foolish to catp about 
‘morality’, according to believers in the 
supremacy of the market, in maiteis involv¬ 
ing money and the results, it is claimed, 
validate this logic. Does the Indian ex¬ 
perience so far bear this out? It is time stock 
was taken of what the new rules base 
achieved. 

While there are no reliable figures of what 
exactly has been the contribution to revenue 
of seizures lured by rewards, from informa¬ 
tion handed out from time to time, the total 
value of contraband seized under its 
Customs Act is unlikely to have gone beyond 
Rs 20-25 crore a month or Rs 250-300 crore 
per annum in the last one year. However, 
sizeable seizures used to be made in the past 
toa that is before the ceiling on rewards was 
lifted. What is the ‘extra’ amount the govern¬ 
ment is getting now after allowing for 
normal growth? Even on a liberal estimate, 
the additional amount does not seem to be 
more than Rs 100 crore at the most. What 
is Rs 100 crore in an aggregate revenue of 
Rs 10,000 crore which (according to 1986-87 
budget estimates) customs duties are ex¬ 
pected to fetch in a year? On the other hand, 
since rewards are contingent primarily on 
booking of offence and not the offender, 
persons behind the offence can easily give 
the slip and so few of the seizures yielding 
rewards to customs personnel culminate in 
the booking of the offender. Rather, efforts 
seem to cease with the booking of the 
offeiKe. Is all this worth the price being paid 
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by government for placating the mercenary 
and compromising conscience? And the 
price is not inconsiderable 

First, since seizures can be effected only 
by those in the preventive branch, those who 
happen to be in other jobs like that of say, 
appraisers, cannot but feel like second rate 
citizens in the same department, although 
their contribution to the collection of 
government revenue may not be negligible, 
and may indeed be more substantial than 
that of those who nab smugglers. Tfue, 
appraising involves no risk to life which risk 
officers pitted against smugglers do often 
run. But the rewards under the present 
dispensation are not related to risk but 
primarily to the value of the goods seized. 
There is, of course, the caveat that rewards 
can be paid only in suitable cases and can¬ 
not be demanded as a matter of right. But 
how does one determine which case is 
suitable? It will require a stout (and foolish) 
heart to sit in judgment and deny favours 
which can be granted to subordinates at no 
cost to oneself especially when denials might 
mean disaffection. Discretion is quite large 
also in the matter of valuation of the articles 
seized. Guidelines notwithstanding, figuring 
out the value of goods seized will of 
necessity remain a matter of opinion. A boss 
who refuses to toe the line laid down for him 
in dispensing rewards cannot possibly expect 
his commands to carry weight. Not surpris¬ 
ingly ordinary cases detected in the normal 
course are also fetching handsome rewards. 
However, a rich reward officially bestowed 
is doubly blessed. For one not troubled too 
much by conscience, a reward is the best 
talisman against the evil eye of vigilance. 
Gue or two rewards like these, and illgotten 
wealth ceases to be a burden for a civil 
servant. Promotions cannot but look a little 
pale when going above a certain rank (assis¬ 
tant collector) means disqualification for 
rewards. The damage to morale and disci¬ 
pline is of course of no consequence if 
rewards do the job. 

l-astly, there is the question of sheer prac¬ 
ticality, if not propriety. If governments were 
to compete and not correct the market and 
compensation for the services of government 
.servants were to be paid on calculations of 
the price they can command in ‘the market’ 
for not doing their normal work, then civi¬ 
lised governance would nowhere be possi¬ 
ble. Every policeman on the beat, or for that 
matter, all who are concerned with administ¬ 
ration of any law would then have to be 
remunerated in terms of what the offender 
would be willing to offer for infringement. 
And since markets are ruled by money, the 
power of those who have money will ulti¬ 
mately prevail. Would that be very different 
from the jungle? Is this the basis on which 
the state in a civilised community is founded? 
It is a pity that a well meaning finance 
minister should allow himself to be per¬ 


suaded by the pernicious lotpc of marketeers, 
and promote a rule which puts a heavy 
premium on the cupidity of human nature 
and mocks at the pride of an honest govern¬ 
ment servant who chooses to do his duty. 

One can understand rewaid for risk but 
in that case the emphasis should be ex¬ 
clusively on risk to life. Since risk cannot be 
quantified, the reward should be in terms of 
an absolute figure not related to the value 
of the catch. This was the position earlier 
and there was no good reason to take the 
lid off. If the earlier reward was inadequate, 
the ceiling could have been raised to say 
Rs 10,()(X). Rewarding informers is of course 
a different mailer. 


Politics 


BJP’s Perambulations 


THE deliberations of the Bharatiya Janata 
Birty (BJP) at the three-day meeting of its 
national council in Vijayawada in the first 
week of this month may be seen as another 
attempt to make the party mean ail things 
to all people. The BJP came into being about 
36 years ago; it was the Bharatiya Jan Sangh 
before it briefly merged its identity in the 
Janata coalition between 1977 and 1980. 
After the break with the Janata in 1980, the 
BJP has looked like anything but a political 
party. The 1984 Lok Sabha election left it 
with just two members in the Lok Sabha, 
one elected from Gujarat and the other from 
Andhra Pradesh—the much-vaunted sup¬ 
port of the RSS cadres to the party not¬ 
withstanding. 

No political party has perhaps shifted its 
position so many times as the BJP has done 
in the last half a dozen years. At Vijayawada 
the leadership of the party devoted itself 
largely to discussing extraneous issues. For 
instance, BJP president L K Advani called 
for the setting up of a commission to 
examine the suitability of the presidential 
form of government for the country. Advani 
admitted that the party had strongly 
opposed the presidential form just j|!ve years 
ago. This, he said, was because Indira 
Gandhi had then centralised powers in her 
hands. He now gave two reasons for the par¬ 
ty’s volte face on this issue. First, Indira 
Gandhi was no more on the scene: and 
second, the country was witnessing agita¬ 
tions fo. .tew regional formations. Advani’s 
arguments in favour of the presidential form 
betrays the political confusions which 
permeate the BJP. While Indira Gandhi may 
not be on the scene any more, is the cen¬ 
tralisation of power in the hands of the 
present prime minister any less than that in 
his mother’s hands? 

The BJP’s national council also adopted 
a charter of rights of farmers. The party’s 


new-found love for farmers is further 
evidence of political confusion. Having 
failed to. widen the party’s political bases 
among the urban classes, the leadership has 
now decided to try to get a foothold in the 
countryside, though most of its icadeis, 
workers and sympathisers are drawn from 
the RSS-oriented urban upper Hindu castes 
and small and middle traders. 

At the Vijayawada meeting also the 
national council was asked by the party 
leadership to adopt something called 
‘integral humanism' as the party's ideology. 
Earlier the party had embraced ‘Gandhian 
socialism’ as its political creed in an attempt 
to shed its image as a hindu party. At the 
same time, the leadership and cadres con¬ 
tinued to swear by the party's ‘unbreakable’ 
association with the RSS. Indeed it was the 
parly’s link with the RSS which had led to 
its eventual break with the Janata. The so- 
called ‘integral humani.sm’ is now expected 
to mean many things to many people. 


Power 


INo Takers from Private Sector'? 


INAUGURATING the state power ministers 
conference on January 15, the prime 
minister, Rajiv Gandhi, said that the govern¬ 
ment’s offer to the private sector for setting 
up new power plants had not elicited much 
respon.se. Hence, there was need to take a 
fresh look at the ‘package’ offered to the 
private sector to attract new investment in 
power. 

The Seventh Plan envisages the commis¬ 
sioning of 22,245 MW at an investment of 
Rs 34,273 crore. It was assumed that around 
Rs 9,0(X} crore would be internally generated, 
but internal generation has turned out to be 
negative. According to Vasant Saihe, union 
minister for energy, the cumulative losses of 
the state electricity boards at the end of the 
Seventh Plan is estimated to be more than 
Rs 11,000 crore. Add to this the unwillingness 
of the government to mobilise the necessary 
resources through ta.\ation and there is a 
glaring shortage of financial resources for 
the plan. 

The Sixth Plan loo witnessed a lack of 
funds. While it was envisaged that an addi¬ 
tional 19,666 MW of capacity would be 
commissioned, the actual capacity made 
available was 14,226 MW, leaving a gap of 
5,440 MW. The expected annual growth rate 
in the demand for electricity in the Seventh 
Plan is 12.2 per cent. Demand for electricity 
is expected to grow from 126 billion units 
in 1984-85 to 223 billion units in 1989-90. 
So far, the growth rate of power generation 
has been lagging behind that of demand for 
power. Ii is expected that by the end of the 
Seventh Plan there will be a deficit of around 
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10,000 MW of capacity. 

Besides inviting global tenders for power 
projects and seeking bilateral assistance from 
some countries, the government expected the 
private sector to invest in new capacity. But 
the private sector, it seems, has other avenues 
of more profitable investment, especially in 
the consumer durables industry which has 
been offered attractive incentive.s. The prime 
minister is fond of referring to a ‘package’, 
but in reality there is no explicit package of 
incentives to make the power sector attrac¬ 
tive for private investment. The government 
reduced the import duty on power equip¬ 
ment to 25 per cent ad valorem and one may 
expect a reduction in the rate of excise duty 
too. Presumably the private sector finds 
power taiiffs unremunerative. But private 
sector powci companies like Tata Electric are 
doing well. Tata Electric even expanded its 
capacity by importing a 500 MW thermal 


COTTON has, of late, been very much in the 
news. It has been the subject of a lively 
debate, betraying generally a lack of perspec¬ 
tive presumably because of the conflicting 
interests of the different segments of the 
cotton and textile industry and trade. All 
calculations made in the beginning of the 
season in regard to the supply and prices of 
cotton have gone awry. Indeed, nobody had 
visualised the kind of cotton scenario that 
has emerged over the past few months. The 
rise in prices in the domestic market has 
been spectacular and the rise in cotton prices 
in foreign markets quite staggering—30 cents 
a pound since 55eptembcr. 

All kinds of views have been expressed 
about the prevailing cotton situation. Accor¬ 
ding to a UNI report from Aurangabad, 
H M Desarda is of the view that the peasan¬ 
try was grovelling under the five million 
bales pending stock and the prospect of a 
record 10 million bales harvest this year with 
the reducing consumption by textile mills 
due to increased import subsidies and 
reduced levies on synthetic fibres. Unless it 
is a case of gross misreporting, the ‘noted 
economist’ is totally unaware of the radical 
change that has come about in the cotton 
scenario over the past few months. Appar¬ 
ently, the professor has not bothered to 
update his information. 

The president of the Maharashtra State 
Co-operative Cotton Growers Marketing 
Federation, C A Kedar, is reported to have 
stated at a news conference in Nagpur on 
January 5 that since cotton is now fetching 
good prices in the national and international 
mai kets, cotton growers in the state will get 
between Rs 50 to Rs 150 more per quintal 
as bonus over and above the guaranteed 
prices declared by the government under the 


set for its IVombay project. 

Not long ago businessmen and Industria¬ 
lists were clamouring for opening of the 
power .sector to private investment. The 
argument was that state sector power 
stations had failed to meet their require¬ 
ments of power and that private sector 
power .stations were run more efficiently. 
They wanted the government to permit a 
group of industrialists to jointly run a power 
plant to supply the needs of a number of 
private industrial units. The government did 
not agree to this but instead opened the 
power sector to private investment on con¬ 
dition that power would be transmitted via 
a common grid. It is now clear that the 
private sector does not find investment in 
power as attractive as investment in other 
more profitable sectors. Hence the prime 
minister’s call to remove the “hurdles which 
are too much for the private sector to jump”. 


monopoly purchase scheme This appears to 
be an irresponsible statement in that it rouses 
expectations which cannot be fulfilled even 
in the altogether unlikely event of the centre 
acceding to state’s plea for a special export 
quota of four lakh bales. According to the 
tentative estimates prepared at the com¬ 
mencement of the season, the Federation’s 
procurement was to be of the order of about 
20 lakh bales on which it expected to incur 
a loss of about Rs 150 crore. With the 
procurement figure now revised to 15 lakh 
bales and prices having staged an impressive 
recovery the Federation can at best expect 
the current year’s operations to yield a 
modest surplus. A special export quota will, 
of course, help increase this surplus as export 
continues to be a highly proHtable business; 
the profit margin is currently reckoned 
around Rs 400/Rs 500 per candy. Even on 
a most optimistic reckoning, the ^nus indi¬ 
cated by the Federation president is quite 
unrealistic. 

The cotton mill industry which, until a 
few months ago, had been enjoying for¬ 
tuitous windfall for more than a year due 
to the easy availability of cotton at substan¬ 
tially below—Rs 700 to Rs 1,500 a candy— 
the official support jlrices has beeits^uick 
to flash distress signals urging the govern¬ 
ment to come to its rescue on the plea that 
the “sudden rise in cotton prices, sluggish 
offtake of cloth and clandestine imports of 
synthetic textiles into the country on a large 
scale have threatened the industry’s econo¬ 
mic working’’. It is natural enough for an 
industry to express serious concern over the 
rise in its raw material prices. The hue and 
cry raised by the cotton textile industry is, 
however, altogether unwarranted. It is true 
that cotton prices have risen by Rs 1,000 to 


Rs 1,700 a candy from their September- 
October lows. But this rise is essentially in 
Ihe nature of a healthy correction of the 
preceding steep decline carrying prices to 
substantially below the support prices. 
Between April 1985 and September 1986, the 
official wholesale prices index for raw cotton 
registered a decline of 34.5 per cent and the 
decline during the 12-month period ended 
September 1986 was around 27 per c«it. The 
index for mill-made cotton cloth during the 
same period recorded a marginal increase. 

The sharp upswing in cotton prices has 
lifted all varieties of cotton above their sup¬ 
port levels. Far from being a matter of con¬ 
cern the rise of Rs 400 to Rs 600 a candy 
above the support levels is to be greatly 
welcomed. Support prices ate supposed to 
be the minimum prices and the CCl, 
Maharashtra federation and the various 
other co-operative agencies have had to incur 
huge losses last season for carrying out price 
support operations. Growers’ representatives 
contend that in view of the rise in input costs 
the support prices are not really remunerative 
To what extent growers’ contention is 
justified only cotton experts can tell. 
However, the view widely shared is that a rise 
of about 20 per cent above the support prices 
should be regarded as quite normal. 

Lest one gets away with the impression 
that the sudden upsurge in prices over the 
past three months reflects a marked deterio¬ 
ration in the overall supply position of 
cotton it needs to be pointed out that despite 
the downward revision of the initial crop 
estimates from around 102 lakh bales to 
90/95 lakh bales, the supply position 
remains quite comfortable because of 
the massive carryover from the previous 
season—estimated at over 40 lakh bales. 
There is no reason why the government 
should delay the release the balance export 
quota of 3.5 lakh bales to fulfil its commit¬ 
ment under the long-term policy to export 
a minimum of six lakh bales a year. For¬ 
tunately, international markets continue to 
rule firm. With domestic prices about 5 per 
cent losver than the international prices of 
comparable varieties, the export of cotton 
is highly profitable. The government will do 
well to earrtiark the entire balance of the 
export quota for the state/co-operadve agen¬ 
cies thereby enabling them to recover a part 
of the losses they had to incur last season 
for undertaking price support operations. 
The supply position of cotton is reasonably 
comforuble to permit export of six lakh 
bsdes. 

Seen in a proper perspective the recent 
upsurge in cotton is by no means a matter 
of any serious concern. The ICMF chief has 
described the rise in cotton prices in 
December when the prices tend to come 
down with the arrival of the new crop as an 
“unusual phenomenon”. But what about the 
contra-seasonal slump in cotton prices 
witnessed during the 1985-86 season? The 
sharp upswing in prices has very little to 
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do with the supply-demand imbalance. 
Speculative elements seem to have fully ex¬ 
ploited the turn in market sentiment follow¬ 
ing the phenomenal rise in cotton prices in 
foreign markets and the revision of crop 
estimates from 102 lakh bales to 90/95 lakh 
bales. New crop arrivals till the end of 
December are placed at 45 lakh bales which 
is said to be an all-time record. With arrivals 
expect^ to pick up further in coming weeks, 
prospects of a further big rise in prices are 
generally rated low. 


Diamond Exports 


Added Sparkle 


THE diamond processing industry in India 
has come of age in the past few years and 
it is expected to come out with an impressive 
export performance in the current fiscal 
year. Already for the period April to 
December 1986, the export earnings of the 
industry have registered an increase of 45 per 
cent at Rs 1,371 crorc over Rs 944 crorc 
earned during the previous corresponding 
period. Earnings in the first nine months of 
the current year have exceeded the total 
earnings of Rs 1,344 erdre during the full 
year in 1985-86. Cioing by the trend .so far, 
total earnings from diamond exports in 
1986-87 are expected to reach the targeted 
level of Rs 1,800 crore easily. 

It may be recalled that diamond exports 
had suffered a setback in 1984-85 when, 
instead of registering the expected growth of 
IS to 20 per cent, they had actually declined 
marginally to Rs 1,172 crore from the 
1983-84 level of Rs 1,189 crore. Since then, 
however, there has been a substantial pick 
up in export earnings. This is due largely to 
the boom conditions in world markets, 
though a number of measures taken by the 
government in the form of fiscal reliefs and 
concessions and training facilities to improve 
the quality of products have also helped the 
industry. 

The pronounced upward trend in diamond 
exports assumes significance in the context 
of the two increases in the prices of rough 
diamonds effected by the Diamonds IVading 
Company of london which controls the 
world trade in rough diamonds. The in¬ 
dustry was able to improve its position in 
the export market in spite of the rise in the 
prices of rough stones mainly because the 
demand for finished diamond jewellery has 
been on the rise. After the slack period 
witnessed in the early eighties, the diamond 
jewellery market in the US, the biggest in the 
world, has been strikingly active with the 
retailers reporting rising sales. Also the 
strong yen seems to have given an impetus 
to the Japanese market. One striking feature 
of the rec^t demand pattern is the sub¬ 
stantial ihcrcase in the previously unwanted 
large and expensive categories of diamonds. 


This is attributed to the relative weakness 
of the US dollar in which diamonds are 
normally priced, making them relatively 
cheaper to purchasers in Japan. It is obser¬ 
ved that there is a marked preference for 
‘swan’ diamonds of Indian origin in overseas 
martets. The entire growth in exports during 
the current year cannot, however, be attribu¬ 
ted to increase in unit value realisation. For 
in terms of quantity also exports so far have 
registered a growth of about 15 per cent. 

The significant pick up in export earnings 
of the diamond industry appear all the more 
remarkable in the context of the poor per¬ 
formance of gold jewellery exports which 
recorded a decline to Rs 60 crore during 
April to December 1986 as compared tg 
Rs 72 crore during the same period of 1985. 
The target for gold jewellery export for 
1986-87 was set at Rs 200 crore but the actual 
achievement is not likely to exceed Rs 100 
crore. According*to reports, with rising gold 
prices in international markets, the demand 
for gold jewellery has dropped in the Middle 
East countries, the major importers of 
Indian gold jewellery. 

Project Exports 


Weak Spots 


AN occasional paper released by the Exim 
Bank has made an evaluation of the perfor¬ 
mance of Indian exporters in the inter¬ 
national market for construction projects, 
consultancy, turn-key projects and supply of 
capital goods, through an analysis of the 
bids made. In 1985, 172 bids valued at 
Rs 3,333 crore were submitted out of which 
successful bids were 34 per cent by number 
and 17 per cent by value. Correspondingly, 
173 bids valued at Rs 3.160 crore were sub¬ 
mitted in 1984 out of which the successful 
bids were 28 per cent by number and 12 per 
cent by value. 

What are the reasons for the high failure 
rate of bids by Indian exporters? Price un- 
competitiveness, it would appear, is the 
predominant reason for loss of bids. In 1985, 
80 per cent and 63 per cent of bids, number- 
wise and value-wise, were lost due to the 
price factor alone. Out of the total bids lost 
in 1984 and 1985, around 50 per cent were 
lost due fo a price difference of 10 to 29 per 
cent while 39 per cent were lost by a price 
margin of 10 to 19 per cent. 

The terms of credit ranked as the second 
major explanatory factor and accounted for 
the loss of 8 per cent of tlie bids by number 
and 26 per cent of the bids by value in 1985. 
Competitors generally offer 100 per cent 
financing and lower interest rates. Commer¬ 
cial export credit and aid funds are blended 
to produce mixed credit. An additional 
factor, especially in the case of Algeria and 
Malaysia, was the competitors! willingness 
to accept countertrade terms. 


TWENTY YEARS AGO 

EPW, January 14, 1%7 

The S4th Session of the Indian Sdenoe Con¬ 
gress which met in Hyderabad last week, has 
focused attention on the lack of contact bet¬ 
ween scientific lesearch and industrial develop¬ 
ment in the country. . the prime minister 
called on scientists not to be unmindful of their 
contribution to economic development. To 
achieve the goal of dispensing with foreign 
assistance by 1970 it was necessary to place 
greater reliance on indigenous technology... 
she emphasised the need to prevent scientific 
research from becoming “some kind of an ex¬ 
clusive, individualistic pursuit of knowledge”. 
... It is a well recognis^ fact that the substan¬ 
tial industrial development of the last three 
plans has drawn marginally, if at all, on scien¬ 
tific research carried out in the country... 

Buf after fifteen y^ of grappling with this 
problem. . is it not time to ask why all in these 
years research has not been so oriented and 
why no contacts have developed between 
industry and research? .. .a study released by 
the Economic and Scientific Research Founda¬ 
tion, an agency set up by private industry... 
concludes “contribution of national labora¬ 
tories in the way of technical know-how and 
other services thus touches a bare one-eighth 
of one per cent of ihe entire industrial produc¬ 
tion in the country!’ .. .Unless the programme 
of scientific research is made an integral part 
of the overall programme of industrial 
developmeni it is futile to expect that it will 
be drawn into it merely as a result of the good 
intentions of industrialists. 

« • « 

Some facts [on the situation in China] are 
available, but by themselves they do not con¬ 
stitute any explwation of the events that have 
led to what is virtually a *01x11 war’. One ex¬ 
planation of the rite of the Red Guards it that 
Chairman Mao has been persuaded that the 
party cannot be trusted any more to maintain 
and continue the country's revolutionary 
zeal... he has veered from the party to the 
army... In the Soviet Union the death of 
Lenin saw a... fight between Stalin and 
Tfotsky and the purges that followed the exile 
of Ifotsky are a reminder that revolutions 
destroy the men who make them. China's 
revolutionary nerves are still raw and, as the 
Soviet Union was for many years after the 
revolution so too is China surrounded by 
hostile powers. There are, of course, reports 
of a counter-revolution in the offing. But with 
22 million Red Guards let loose and the Army 
at the ready, it is hard to believe that the 
opposition has any chance of success... 

• • • 

The record [in defence production] is one 
of creditable performance again.st a backdrop 
of relative stagnation in the rest of the 
economy. Hindusun Aeronautics has already 
supplied or assembled a large number of air¬ 
craft, but Its engine development has lagged 
l^hind... In spite of considerable indigenous 
design and development facilities a large 
measure of dependence upon foreign col¬ 
laborators is still necessary... (HAL along 
with Bharat Electronics has probably the 
largest number of collaborators for any single 
company) .. .Gening planes 'cheap' from 
HAL is one vvay of keeping down the air force 
capital budget but this is haidly a satisfactory 
arrangement in the long run especially since 
HAL is in the commercial market too. 
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ECONOMIC and political WEEICLV 


For construction projects, out of 90 
unsuccessful bids valued at Rs 3.262 crore 
in 1984 and 1985,71 valued at Rs I 861 crore 
were lost due to price and 5 valued at Rs 8,36 
crore were lost due to credit terms. The 
average value of construction projects lost 
due to price was Rs 26.2 crore whereas the 
average value of construction piojccts lost 
due to credit terms was much higher, at 
Rs 167.2 crore. It thus seems that larger value 
projects in construction have been lost due 
to credit terms rather than due to price. For 
consultancy, out ol II unsuccessful bids 
valued at Rs 53 crore in 1984 and 1985, 5 
valued at Rs 21 crore were lost due to price 


LETTERS TO EDITOR 


l.HT me congratulate you on the exhaustive 
write-up on sugar policy (December 13, 
1986). This is indeed very well done except 
for a few observations which may have been 
made due to lack of awareness of the full 
position. It is true that the actual sugar 
released in any year has been higher than 
the despatches. But the reason is entirely 
different from what ha.s been surmised. 
Primarily it is the wide gap in the lifting of 
levy sugar by government-nominated agen¬ 
cies and inadequate despatches of imported 
.sugar, the re$pon.sibility for which also rests 
with agencies like FCI. At any given point 
of time, the pipeline stock of levy sugar is 
between two to three lakh tonnes. I don't 
deny that there has been some lapses of free 
sale sugar quotas, but these are quite in¬ 
significant and have mostly occurred due to 
reasons beyond control. Furthermore, such 
lapses are not confined to units in one sector, 
but arc common to all including the co¬ 
operative sector and the public sector fac¬ 
tories. This clearly underlines the fact that 
there is no deliberate attempt to lapse the 
quota as suggested. 

The sugar policy is not designed to 
improve the profitability of the industry. If 
you take an overall view of the situation, the 
industry’s finances have been somewhat 
strained. On an average, it has been required 
to pay additional cane price of Re 1 per 
quintal over last year which would account 
lor about Rs 80 crore. Against this, the net 
accruals by way of the 5 per cent increase 
in free sale quota and the marginal increase 
in the levy price of Rs 5 per quintal works 
out to only Rs 60 crorc. The policy indeed 
is designed to benefit by and large the sugar¬ 
cane growers and maximise sugar output. 

Your observations on molasses policy is 
commendable. But there is one very im¬ 
portant fact which seems to have escaped 
attention. The ISMA’s plea is that partial 
decontiol of molasses would enable maxi¬ 


while 3 valued at Rs 28 crore were lost due 
to credit terms. TUrn-key and capital goods 
supply bids were lost mainly due to price. 

An industrywise look at the bids shows 
that in power equipment, out of 57 un¬ 
successful bids valued at Rs 6S9 crore in 1984 
and 1985,48 valued at Rs 560 crore were lost 
due to price while 5 valued at Rs 52 crore 
were lost due to credit terms. In transport 
and telecommunication, bids in 1984 and 
1985 were lost mainly due to price factors. 

Thus, price uncompetitiveness and lack of 
relatively soft credit terms accounts for the 
majority of bids lost in the international 
market. 


misation of sugar production and avoid its 
import by curbing undue diversion of cane 
to khandsari producers and crushers, it will 
have a sobering effect on the runaway price 
of khandsari molasses which as we have 
mentioned was selling at Rs 2(K) per quintal 
last year (its price today is between Rs 130 
and 150 per quintal), thereby reducing cane 
diversion. In any case, khandsais, by 
employing a wasteful process and recover¬ 
ing 40 per cent less sugar than sugar mills, 
consign to fire sugar worth hundreds of 
crores each year. This has to be discouraged 
in the larger national inteiest. 

S L Jain 

Secretary General 

Indian Sugar Mills A$.sociation 

New Delhi. 


Towards Rational Drug Use 


IjOW Cost Standard Therapeutics (IXICOST), 
Baroda now offers Prescription Guidance 
and Information Services (PGIS), to patients 
and prescribers (i e, doctors) in its continu¬ 
ing effort to promote awareness about the 
correct use of medicines. The average patient 
suffers from a lack of information. The 
doctors, on the other hand have their own 
compulsions and limitations which make 
them yield to social/pecr pressure and 
current fads of prescribing certain type of 
drugs. Moreover, the doctors quite often do 
not have the time to update their medical 
and pharmacological knowledge, A major 
source of drug disinformation are the drug 
companies, who through various means per¬ 
suade the doctors to prescribe, quite often, 
irrational brand name combinations. PGIS 
is an attempt to restore this gross imbalance 
in the healing process, a process in which 
the patient is more an active than a passive 
participant. 

The PGIS will respond to requests for 
information relating to the use of a parti¬ 


cular drug. In all such cases it will be 
assumed that the diagnosis made by the 
prescriber is correct, unless the prescriber 
specifically requests for assistance in 
diagnosis also. The prescriptions sent to the 
IXJCOST office together with all the relevant 
details will be critically examined by the 
PGIS cell comprising expert doctors who are 
conscious of rational therapy practices, 
dravyn from medical colleges and hospitals. 
Comments will be sent to the prescriber for 
his/her reaction. If no response is received 
within 10 days the comments will be passed 
on to the patient. Please note that while the 
PGIS cell may defer the sending of the com¬ 
ments to the concerned doctor, requests by 
patients that the doctor be not informed at 
all will not normally be acceded. The objec¬ 
tive is to create collective awareness among 
doctors and patients on proper drug use and 
not to encourage legal battles. 

LOCOST is also prepared to facilitate pre- 
scription/medical audits of hospitals, dis 
pcnsancs and community health projects if 
so requested. You may be a like-minded 
doctor, a patient or a person simply in¬ 
terested in social change. We seek your co¬ 
operation and collaboration. For more infor¬ 
mation, please write to LOCOST at the 
address below. 

PRl St RIfM ION Ol UlMNC 1. AM) 
IMOKMAIION Sl-KVK 1 

UK'osr, 

1st lloor, Premanand Saliilya Sabha Hall, 
Opposite Lakadi Pool, Dandia Ba/ar, 
Baroda 390 001. 


Indian PeopleK Human Rights 
Comminision 


THE Indian I’eople's Human Rights Com¬ 
mission has set up the Indian People's 
Human Righis Tribunal to investigate and 
adjudicate upon cases of gross, systematic 
and significant violation of human rights by 
the state. In its first silting the tribunal will 
investigate the legality of the police firing 
on April 19, 1986 at Arwal, a smalt town in 
Jehanabad district of Bihar, in which a large 
number of people, including children, were 
killed. 

The biggest problem is finance for the 
commission. Those who are interested in 
promoting this cause can make a contri¬ 
bution. Contributions may be sent by 
cheque/draft or money order in favour of 
the 'Indian People’s Human Rights Com 
mission' to the following address; 

P A .Sebastian 
Principal Secretary 

Indian People's Human Righis Commission 
104 Central YMCA 
12 N Parikh Marg 
Bombay 400 039. 

P A Sebasiian 

Principal Secretary 

Indian People’s Human Rights Commission 


New Sugar Policy 
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CAPITAL VIEW 


New Beginnings 

Koinesh Thapar 


IK the newspapers look dull and despairing, 
with their daily recital of our violence and 
brutality to one another, it is necessary to 
look beyond this reportage. Several interest¬ 
ing des'ciopments are in the making. Let me 
list them because wc tend in our new-found 
cynicism to ignore catalytic vibrations. 

* Our prime minister is now well on the way 
to playing King-Hmperor in this damaged 
democratic polity. Even the ‘loyalists’ are 
beginning to sav so. They cannot lind or 
describe who makes policy. The ruling 
party, the buicaucracy, and the para¬ 
military accept whatever happens to fall 
from the lips ol the King-F.mperor. We 
must ask: Kor hosv long? 

* The niling parly, rather startlingly distan¬ 
ced from the exea'isc of programming and 
implemeiitiiig policy, is witnessing some 
sort of ferment. Di.sciplincs evolved in the 
Indira era aie loosening, and there are 
attempts to renew associations with 
rormcr colleagues in opposition forma¬ 
tions. If .Sharad Kawar returns to the fold 
Ol to the ruling durbar, there are many 
who surreptitiously aystst the activities of 
the newly-tornicd National Socialist Con¬ 
gress, 1 hose trends mark a disarray which 
is bound to become more pronounced. 

* An increasingly Structural siew is now 
being taken of the visible collapse of the 
old political system based largely on 
III itish parliamentary practice R K Hegde's 
significant decentralisation ol real power 
111 Karnataka, on old pledge now fulfilled 
despite opposition from political and 
hureaucratie vested interests, is finding 
echoes in the lenewed demands for a 
presidential system. R K Hcgde links this 
centralisation with his decentralisation. 
The BJP begins an enquiry to clear its own 
cob-webs. And.there is a mounting refrain 
about the need for smaller and ethnically 
more coherent states. India is at a new' 
level of development and finds that old 
frameworks of functioning inhibiting. 

* The King-Emperor, monopoli.sing the 
levers of power and pationage, gets his 
minions to project the notion that there 
IS truly no alternative to him except chaos. 
This notion which earlier enjoyed wide 
acceptance is now being challenged at 
many levels. Old and lamiliar gatherings 
of oppositionists are again taking place 
to find the ‘alternative’, but they cannot 
agree to recognise a King-Emperior-in-the- 
making from among them. But the long 
months of destabilisation and illiterate 
governance have persuaded the more 
perceptive oppositionists to recognise the 
skills and abilities of an R K Hegdc as a 
democratic head. These pointers can no 
longer be dismissed as of no consequence. 

* Against this background, communal 


antics and divisive politics are again com¬ 
ing under assault, admittedly without the 
precision that is required for a quick 
return to normality. Even a slow eoirec- 
tion is welcome. The more our Khomeinis 
in the garb of the Shahabuddins and 
Tohras are exposed, the greater the return 
ol health to our polity. The deliberate 
incitement over places of worship, even as 
these are misused by the self-appointed 
protectors, and the uncovering of the 
extraordinaiy historical untruths as on 
Muslim personal laws, and the priestly 
hocus-pocus in the Sikh faith, is sparking 
a parallel expose of Hindu precept and 
practice which in so many subtle ways sets 
the wretched patterns of discord. Maybe, 
even as we record this darkest hour, the 
emancipatois arc preparing to play their 
historic role. 

The simmering Indian situation is going 
to explode in the face of the King-Emperor 
or the eternal Yiivaraj, call him what you 
will, as parliament opens and records its 
deepening gloom, fhe print and electronic 
media might serve the Indian people more 
effectively if they began to relTect the new 
concerns, loo long have wc accepted ‘news 
coverage’ to mean an exclusive dominance 
of the media by the thoughts of the prime 
minister and his ministerial team. Wc should 
realise, even in the midst of our pomposities, 
that 1947 is not 1987. 

We have to gel back to the eaily begin¬ 
nings of our commitments to a modern 
state, and through hundreds of uncensored 
debates on radio and television taking up tl.c 
que.stions that are bothering our people. The 
movement of hindu ritual into the practices 
of secular state. The historical truths about 
holy sites and the disciplines of civilised 
people in respecting each other’s religious 
affirmations. The need to separate religion 
from politics, to curb demonstrative practice 
of matters that are essentially personal, and 


to establish mandatory rules for one and all. 
The pressure for smaller states and how such 
a restructuring will impact the federal polity. 
The institutional underpinning for a demo¬ 
cratic society, the place of individual 
initiative and autonomous functioning in 
our overgrown jungle of colonial attitudes 
and behavioural patterns. And this is only 
a tiny sampling of the themes that arc 
needed to open the mind of India. Imagine 
a government department attempting this 
task through badly-paid babus. 

Admittedly, Rajiv Gandhi seems unper¬ 
turbed as he sits on an explosive situation. 
His answers at impromptu press conferences 
arc casual and off-the-cuff. An attempt is 
being made to give these answers a kind of 
unofficial clothing. The eternal Vuvaraj 
returns to his capital to declare that he is out 
of touch with events as he has been relying 
on newspaper reports. It is an incredible 
stance for the prime ministci of a sub- 
conti.nent. What arc the reports that will 
finally inform him? Police and intelligence 
assessments piocessed by the incompetents 
in the all-powerful secrcrariat? We cannot 
but worry. 

And the worry increases with bazaar 
rumour taking over. There’s talk of another 
reshuffle, just to establish the assertion of 
power. We am told that unnamed political 
brokers arc talking with Badal in jail, that 
Barnala will not last after the elections in 
Haryana are over. Good men obviously 
cannot survive in the shadow of the eternal 
Yuvarai. Gheishing, too, is forecasting the 
c.stablishment of a Gorkha state in March. 
How he comes to that conclusion will 
spark more rumours—on Goa, Vidarbha, 
Jharkhand, Teicngana and so on. The ruling 
parly wonders what other repercussions will 
flow from the five state elections not so far 
away. 

The truth we run away from is that this 
messy sub-continent, from which all disci¬ 
pline is fleeing, is fast becoming a region 
without ordered and involved governance. 
Will we do something about it, or merely 
mediate, cogitate and pontificate? 


The Long Haul: The Bombay Textile Workers Strike 

by Rajni Bakshi 

"This is the story of thousands who once stood on the 
threshold of a new tomorrow and dreamt about changing 
destiny. It is an account of why the struggle was waged and 
how the dream faded but survived." 

Rs. 40/- 

BUILD Documentation Centre, 3 Ganesh Housing Society, 

Gokhale Road South, J8khadevi Chowk, Dadar West, 

Bombay 400 028. 

Telephone No. 422 4225. 
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STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholosab- I’rices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

in 

In 

In 

In 



(27-12-86) 

Month 

Year 

29, 1986 

85-86 * * 

84-85 

83-84 

82-83 

All Commodities 

1000 

377.8 

-0.4 

6.0 

5.1 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

351.9 

- 1.4 

6.8 

6.4 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

335.5 

-3.1 

5.5 

4.7 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

319.0 

3.7 

14.3 

15.1 

-10.5 

2.3 

15.1 

1.7 

Fuel, Power, l.ight and I ubneants 

85 

621.2 

; 0.1 

6.6 

2.0 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

358.1 

* 0.3 

5.2 

5.0 

3.3 

6.0 

8.7 

0.6 






Variation (Per 

Cent) 



Coat of Lisinii Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Woikers I960 = 

- 100 

692" 

1.0 

9.8 

8.5 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Fmployccs 1960 • 

= 100 

615’ 

0.3 

8.1 

5.3 

6.8 

8.1 

10.3 

8.0 

F'or Agricultural Labourers July 60 to 

579’ 

0.5 

4.3 

4.1 

4.8 

0.2 

11.4 

5.2 

June 61 

100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(19-12-86) 

Month 

Year 

28. 1986 

85-86 * * 

84-85' ' 

83-84 

82-83 

Money Supply (M,) 

Rs Crore 

1,33,593 

3,299 

19,454 

15,364 

15,192 

16.058 

13,031 

10.115 




(2.5) 

;17.'0) 

(13.0) 

(14.9) 

(18.7) 

(17.9) 

(16 1) 

Net Bank Credit to Government Sector 

Rs Crore 

69,189 

775 

11,741 

10.698 

9,579 

8.445 

5,757 

4,748 

Bank Credit to Coninicicial Sector 

Rs Crore 

87,268 

1,360 

10,232 

5,553 

9,745 

10,809 

8,8.30 

8,247 

Net Foreign li.xchange Assets of Banking Sector 

Rs Crore 

3,8.52 

360 

891 

440 

299 

1,419 

104 

- 977 

Deposit ot Scheduled Commercial Banks 

Rs Crore 

98,366 

1,660 

16,031 

13,647 

12,475 

11,519 

8,550 

7,299 




(1.7) 

(19.5) 

(16 1) 

(17.3) 

(19.0) 

(16.4) 

(16 6) 

Foreign Eschange Assets** 

Rs Ciore 

7,079 

361 

445 

65 

53 

1,319 

1,233 

911 







(0.8) 

(24.0) 

(28.9) 

(27,2) 

Index Numbers of Industrial 

Weights 

1 atcsi 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(1970 = 100) 
























In 

In 

In 

III 

In 




1986 

1985 

1986* * 

1985 * ' 

1984 

1983 

1982 

General Index 

100.00 

216.1" 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0* 

230.5 

225.1 

2.4 

2.6 

6,6 

5.3 

-0.9 

Intermediate Goods Industries 

21.33 

192,3* 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

.1.6 

Non-Durable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.5 

Foreign 'Frade 

Unit 

Latest 

Cumulative for* 








Month • 










(Sep. 86) 1986-87* 

1985-86 ’ 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

961 

5,857 

5,324 

10,420 

11,855 

9,872 

8,908 

7,803 






(-12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,735 

9,239 

9,752 

18,371 

17,173 

15,763 

14,356 

13,671 






(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-774 

-3,382 

-4,428 

-7,951 

-5,318 

-5,891 

-5,448 

- 5,868 

Employment Exchange Statistics 

Unit 

l.atest 

Cumulative for* 








Month ■ 










(Aug 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

28,459 

28,459 

25,.366 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

522 

3,692 

4,001 

5.766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

I'housand 

50 

404 

465 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(- 8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

248 

263 

373 

407 

486 

474 

505 






( - 8.4) 

( -16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1984-85’ ’ 

1983-84 • • 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

Ciioss Domestic Product (t.'urrent Prices) 

Rs crore 

1,89,4.34 

1,72,176 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970-7) Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50,736 

47,138 

49,633 

46,917 

Per Capita Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695, 


• For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

Upto latest month for which data are available. 

I f Provisional data. 

\otn: ( 1 ) Superscript numeral denotes month to which figure relates, e g, superscript' indicates'that the figure is for January and so on. 
1 2) Figures in brackets denote percentage variation over previous period. 
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Calcutta Diary 

AM 


BY now ii is blase to quote Eliot, so let us 
stay away from the after-such-knowledge- 
what-forgiveness stuff. One should be 
frighten^ out of one’s wits nonetheless. 
Please look up on page 7 of the special 
supplement brought out by a national finan¬ 
cial newspaper on the occasion of its com¬ 
pletion of a quarter of a century of existence. 
An oracle has spoken there. The particular 
oracle is generally described as one of the 
principal advisers on economic matters to 
the government in New Delhi; so what he 
states can be taken as approximating to 
official view. And he makes two important 
statements. How does it matter, he says, if 
the government prints more and more notes 
since “much of the deficit does not well the 
incomes of the poor”, but adds to the 
earnings of those who “live in 7-star hotels”. 
Monetary theorists can grapple with this 
one; the dividing line between profundity 
and banality—or worse—is not as firmly 
delineated as one might be led to think. 
What ts however interesting is the frank, 
straight-to-the-point admission; the govern¬ 
ment in New Delhi spends only for the 
edification of those who “live in 7-star 
hotels”. 

But it is the gentleman’s second statement 
which holds the greaterjascination. It cries 
out to be quoted in full: “For me it is a 
matter of visual judgment. Poverty is no 
doubt widespread, but the poverty 1 see 
today is different. The poor man today does 
not want improvement in nutrition, but he 
wants to possess a TV 

Docs the statement improve in para¬ 
phrasing? Perhaps it does. It is a democratic 
country, judgments and views are bound to 
differ from person to person. ‘Visual’ 
judgments too are to vary as between indi¬ 
viduals, since they may move in different 
circles. Thus an individual, who.se counsel 
to all accounts counts a lot in the determina¬ 
tion of the nation's economic policy, has, on 
the basis of his ‘visual’ experience, arrived 
at a precise conclusion: the poor do not 
mind hunger and starvation, they will be 
hardly bothered if they die for lack of food, 
their prioriiies are different; they may be 
dying of hunger, but, never mind, if they 
come to some money, they will rather spend 
it on a television set than on food, their firm 
resolve is to first see the image of the prime 
minister on their private television sets and 
then die of starvation. 

A private citizen has every right to hold 
extraordinary views and reach extraordinary 
judgments. Marie Antoinette might or might 
not have made the celebrated remark which, 
for the past two centuries, has continued to 
be attributed to her. But, were she not the 
consort of the head of state and thus 
whatever she said did not come to have the 
imprimatur of approval of royalty, there 
would have been little point in expressing 
outrage at what she had supposedly said. If 
it is someone's personal belief that a humble 
Indian, whose state of impoverishment does 
not allow him or her to buy the foodgrains 
necessary to assuage his or her hunger, 
would still prefer a tdevision set to food, we 


should, in the ordinary course, let that 
someone alone. After all. the world, till this 
day, has put up with the votaries of the tlat- 
earth theory; children will be children and 
cranks will be cranks. 

In the present instance, the matter is a 
little bit more serious. The individual sub¬ 
scribing to the view that the nation’s poor 
arc concerned not over their state of mal¬ 
nutrition but rather over not being able to 
possess a television set is of course a private 
citizen. However, he is also at the same time 
one of the main architects of the govern¬ 
ment’s economic programme. His private 
views, in other words, have public import, 
they will colour official decisions and offi¬ 
cial acts and measures, as Dr Strangelove’s 
did in that old Peter Sellers picture. And the 
consequences can be as catastrophic as they 
threatened to be in that picture. 

Again, one should try to lean over back¬ 
wards to be fair to the gentleman. It could 
indeed be that, given the rareBed circle in 
which he perambulates, within the limits of 
his experience he has come across relatively 
poor, relatively undernourished people who 
would rather buy a television set than spend 
money on food. Even granting the integrity 
of his hypothesis, does it follow though that 
the market signals have to be respected and 
we should lay stress on producing mote 
television sets and not worry over the ways 
and means of improving the nutritional stan¬ 
dards of the nation’s overwhelming majo¬ 
rity? It is a messy jungle, the discussion in 
economic theory on individual choice and 
social preference functions. Certain truths 
should still seem to be self-evident: in a 
country where, even on official reckoning, 
close to 40 per cent of the population exist 
below the so-called line of poverty, close to 
60 per cent are without letters and one out 
of Hve villages continue to lack even a single 
source of potable water, to accord priority 
to the manufacture of television sets over the 
requirements of food, drinking water and 
education is to stretch the concept of 
rational choice way beyond the circum¬ 
ference of the non-grotesque. To allocate 
scarce resources in accordance with such a 
lopsided sense of priority is equally bizarre. 

Which is why stray statements of this 
nature cannot be easily brushed aside. Those 
who make such statements are important 
people, and control and determine govern¬ 
ment decision-making. It is as if a bunch of 
Strangeloves have infiltrated themselves 
amongst the highest quarters and taken full 
charge of official economic policy. They go 
by their ‘visual’ judgment, whatever it may 
imply. .Perhaps all that it implies is that they 
perceive what their system of values enjoins 
them to perceive. Their perception has led 
them to downgrade the need of nutrition and 
upgrade that of television. In this country 
of roughly around 150 million households, 
why should the assembling and production 
of television sets, they ask themselves, be 
confined to barely 3 million sets per annum; 
the market signals the nation's poor are sen¬ 
ding out, they assure themselves, could not 
be more unambiguouti, the nation’s poor 


want less food and more television sets, so 
let it be so. 

The .Stratigcioves are having their way. 
Consumer electronics is king. Television sets 
are coming in a big way from overseas, in 
both completely knocked down and semi- 
knocked down apparel. Within the country, 
the components sector has been fully 
delicensed. New units, with foreign par¬ 
ticipation of upto 40 per cent of total equity, 
can be set up for the asking; even this ceiling, 
it has been hinted, is flexible. Liberal import 
of vital components is the order of the day. 
A working group is working overtime to 
thrash out procedures for breathlessly speedy 
processing of fresh project proposals. The 
nation’s poor cannot be kept waiting; they 
arc dying, but, you arc mistaken, they are 
dying to have television sets. The ‘visual* 
judgment of the oracles who matter cannot 
be a compartmental entity; it is not just 
television sets, the nation’s poor, according 
to this judgment, are also clamouring for 
high speed automobiles, multi-door refri¬ 
gerators and such like, therefore these areas 
too need greater attention and allocation. 

The demand side may still fail the Strange¬ 
loves. Going by ‘visual’ judgment, no 
arrangements are on to make the nation’s 
poor lush with funds which could enable 
them to buy the refrigerators and television 
sets. The money the government is printing 
and the expenditure it is incurring, we have 
been told, and by the same authority, are not 
intended for the poor but for those who love 
to live in ‘7-star hotels’. Even if the poor con¬ 
tinued to desist from buying any food to 
assuage their hunger, they would still be 
lacking resources to purchase the ten or 
fifteen million television sets which, should 
the go.ernment’s principal advisers have 
their way, will soon be the annual output in 
this country. One will also have to take into 
account the relatively slow rate of ob¬ 
solescence of the sets which do get sold. 

Both cranks and Rasputins arc wont to 
receive their comc-uppancc in an open 
.system, where their opinions and advice have 
to compete as much with commonsense as 
with competition. In our kind of protected 
parliamentary monarchy, the percolation of 
wisdom is a much more elongated process. 
Public outrage means little here, and even 
ridiculous failures be explained away: the 
Indian imagination has never been found 
wanting to come up with alibi of diverse 
descriptions. Horrendous malallocation of 
resources induced by ‘visual” judgments can 
therefore continue indefinitely. All one is 
then left with is the hope that, given the 
hoary tradition in a monarchical system of 
periodical shuffling of courtesans and ad¬ 
visers, the Strangeloves with their specific 
passion of television sets are also going to 
be set aside in due course. The issue will 
however still be how much national resources 
and national morale might have been used 
up, irrevocably, by then. 

There is another, about equally grave 
aspect of the matter. The poor are being 
invited not exactly to enrich themselves, but 
to possess television sets. The allure is being 
laid out, day in and day out: never mind the 
level of your income and earnings, nev'cr 
mind whether you have the wherewithal for 
ingesting enough nutrients within you, your 
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Mife is not worth living unless you conic to 
own a telec'i!.ion set. Sooner or later, sitme 
of the nation's poor will Call for the bait. anJ 
the peasant government’s reporteUb pun- 
cipal adviser on economic matters will lurn 
out to be right. The nation's pooi will not 
have the money to buy television sets, so 
what. The government’s well-planned espen- 
diture will be exclusively for the augmenta¬ 
tion of the earnings of those who lise in 
‘7-star hotels’, so what. .Some amongst iht- 
poor who would like to lay their hands on 
a television set will not be deterred. In order 


THE much talked about 'student uprtsing’ 
in China seems to be over. T he students have 
been in the centre of things in China for 
hearly a century now. Major political 
movements have involved them. No signi¬ 
ficant political demand has ever been made 
in China without the students joining the 
chorus. The history of communist China 
cannot be written without giving con¬ 
siderable space to the students, their 
. demands and their movements. 1968 in Paris 
was made famous by the students. The 
Chinese students have been doing that for 
nearly a century now. Not belonging to the 
charmed circle of white students, they could 
not build a mythology out of their exploits 
as the French and German students did in 
1968. But that caimot be much of a surprise. 

The ‘Cultural Revolution’ brought out 
among other things the potential and the 
extent of ‘student power’. From the east to 
the west and within China as well the GPCR 
stands condemned today for crimes conunit- 
ted and uncommitted. While opinion is 
bound to differ on the rectitude of the 
Cultural Revolutionary line; there seems little 
doubt that we are not likely to see for many 
years to come any upheaval approaching the 
scale of the GPCR anywhere in the world, 
let alone in China. TTiat is the reason why 
the students’ demonstrations in China in 
December attracted so much international 
attention. Was it a yet another GPCR in the 
offing? Was the future of the new course in 
China safe? Is Deng Xiaoinng having sleep¬ 
less nights in Beijing? These were the ques¬ 
tions being repeatedly asked. We do not 
know the answers to these questions. Perhaps 
nobody outside China does. This is the 
reason why the accounts of the demonstra¬ 
tions outside China have varied in their 
interpretation of the events. This is also 
partly due to the fact tl|A|^ signals from 
China are confusing, at ai^ ritilf^biguous. 

It ail began in Hefei (to be dinnguished 
from Hebei, the province arountme city of 
Beijing), the capital city of Huni|| province 
in south central China. Hefei tvas never 
much in the news even during the GPCR. 
The demonstrations starting in this other¬ 
wise peaceful city was a major surprise. The 
December, demonstrations were aimed at 
pressing ^ more open elections to the 


to come to money which will permit them 
(o acquire the lelevison sets, they will beg, 
borrow or steal. The limits to begging and 
borrowing ate soon set in our country. 
Therefore, the majority of them will take 
recourse to stealing. In town and country, 
indigent young people wi'l take to a life of 
crime, they will simply grab the television 
sets, by breaking the gla.ss of the display 
windows of shop.s or by breaking into the 
house of maybe the government’s principal 
economic spokesman. Bfe.s,sed will be in that 
dawn to be alive. 


provincial assembly. Soon the Hefei students 
were joined by students in Kunming, 
Nanking, Tianjin, Guangzhou (Canton), 
Wuhan, Shanghai and finally Beijing. The 
students of Shanghai asked for “guarantees 
of free assembly”. It did look as if there was 
a cacophony of noises in favour of “more 
freedom” and “more democracy”. The 
demands taken together amounted to the 
following: (a) The right to students and 
ordinary citizens to stand for elections to the 
provincial assembly. In other words, to make 
the elections in China a multi-candidate (if 
not multi-party) affair, (b) Stern action 
against the police who maltreated the 
demonstrating students in Beijing. It is 
interesting to note that the first demand first 
voiced by the Hefei students was almost 
instantly granted. The second has not been 
granted. It is unlikely that it would be. 
However, it does not appear to be so central 
to what the students are clamouring for. 

The students made it to headlines largely 
because so many of them came out on the 
streets, on the face of it, spontaneously. 
On December 19 thirty to fifty thousand 
(estimates vary so much) students had 
gathered in the city hall in Shanghai. 
Students had not gathered anywhere in 
China in such huge numbers since the 
GPCR, with the possible exception of 1978 
when there were demands similar to the 
current ones and which resulted in the short¬ 
lived ‘democracy wall’. Nothing much came 
out of that experiment except that the leader 
of the demonstrating students then was 
promptly sent to gaol. The current demon¬ 
strations have not resulted in anything of 
that kind. To be sure, the police roughed up 
a good many of the students. Students of 
Sh^hai have demanded that the concerned 
police be punished. But, as we said above; 
the demand is unlikely to be granted. 

Commenting on the Shanghai demonstra¬ 
tions, the People’s Daily counselled 
“prudence” and warned that “no one will 
stand for anothm- cultural revolution”. It 
would appear that this rather extreme for¬ 
mulation persuaded everyone to see in the 
demonstrations a challenge to the authorities 
and/or an exaggerated demoenuv wave in 
the country. There is some evidence to 


suggest that in ^ ^bdbility such a reading 
of the situation in unrealistic. 

To begin with, the PD evoking the 
memory of the Cultural Revolution was 
perhaps not so much to intimidate the 
students as to simply indicate the limits 
which the students should not cross. 
Secondly, the GPCR student activists were 
out to 'bombard the headquarters’. The new 
generation of demonstrators has expressed 
its unequivocal support to Deng Xiaoping 
and his policies. There is thus a radical 
difference between the two situations. The 
People’s Daily must have known this. One 
has therefore got to take its warning about 
the Cultural Revolution as a calculated 
hyperbole. 

interestingly, in November 1986 itself the 
People’s Daily had come out with an edit 
emphasising the need for “carrying out 
strictly” the “division of power between the 
communist party and the government”. One 
month later the students started demon¬ 
strating to get something which the People's 
Daily had already legitimised. The demo¬ 
cracy drive in China has also resulted in 
demand for more information, free infor¬ 
mation that is. The copies of Beijing Daily 
were burnt. The student demonstrators also 
commented that they preferred to hear the 
BBC and VOA for correct information. But 
then such free expression followed and not 
preceded the official blessing to such a view. 
An article in the influential World Economic 
Herald argued in favour of something 
similar to a freedom of information act. 
Yang Haikung, a law professor at Suzhou 
university south of Shanghai, had published 
an article in that journal not too long before 
the spate of demonstrations. The article 
argued that “unveiling government affairs 
means that people can enjoy the right of 
knowing, observing and supervising political 
activities of the state”. It also argued that 
“the government needs to guarantee the 
individual’s right of access to government 
documents related to their personal political 
rights”. 

No wonder then that the demands were 
rather freely voiced. The People’s Daily 
warning cit^ above'mainly seemed to sug¬ 
gest that the students should not misread the 
situation in a manner which amounts to a 
repetition of the Red Guards phenomenon. 
Indeed, in 1966 the students had merrily and 
freely Warded the trains to Beijing. In 1986 
they were stopped and quite successfully toa 

It is possible, therefore, that it is not the 
students who iue making a point but Deng 
Xiaoping or the faction led by him. Deng 
who is not getting younger is perhaps keen 
that the students make the point (without 
upsetting the applecart that is). That the 
‘reforms’ are not only inevitable but that the 
CPC cannot now go back on what it has 
proi^sed and done since 1978. Deng is 
playing the tape of democracy and reform. 
There is a faction widtin the party which has 
genuine fears about where China is going. 
These demonstrations nu^ have been Ooig’s 
last tape to remind the orthodox of the kind 
of music they will have to face if they 
went back on the course plotted by Deng 
Xiaoping. 
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COMPANIES 


Japanese Connection in Paints 

Haiisa\i\t‘k 


COODLASS NEROLAC PAINTS has 
turned in better working results for I9SS-86. 
Ibrnover, profits and margins are all higher 
compared to the previous year. This outcome 
has been possible with a change in product 
mix and control on costs. Gross profit has 
increased from Rs 2.28 crore to Rs 3.13 crore 
following rise in sales from Rs 59.62 crore 
to Rs 68.7S crore. Although tax liability has 
taken away more, net profit is also higher 
at Rs 148 lakh against Rs 97 lakh previously. 
The unchanged dividend of 20 per cent is 
covered 2.28 times by earnings against 1.50 
times. 

During the year, the company introduced 
new products particularly in the industrial 
coatings range. The paint industry had to 
contend with shortage of titanium dioxide 
rutile, one of the vital raw materials for 
paint.s. For months, there was no indigenous 
supply and the industry had to buy the 
material in the international market where 
prices continued to rise. The industry 
represented to the central government to 
reduce import duty as the landed cost had 
almost doubled. Recently the Rovernment 

Thf Week’s (Companies 


had given a marginal reduction of 10 per 
cent in import duty. The industry has once 
again represented, as the position is very 
critical. 

The board has decided to shift the manu¬ 
facturing unit from lower Parel in Bombay 
to a safer site at village Kavesar, Thane, 
where the company is currently operating its 
pigment plant, in view of the environmental 
hazards including the danger of fire around 
the present site Government of Maharashtra 
has approved the proposal with certain 
stipulations including inter alia the prior 
approvals of the central government, 
municipal corporation, pollution control 
board, etc. 

Kansai Paint Company of Japan, one of 
the largest paint companies in the world, has 
purchased 8,42,400 equity shares (26 per 
cent) of Goodlass from Cookson Group of 
the UK, as the latter company has decided 
to withdraw from the surface coating 
industry throughout the world. Goodlass 
expects to derive considerable benefit from 
this a.ssociation, as it will help in providing 
the right type of technology for surface 


coatings for increasing and diverse needs of 
India. 

1 he company’s pcrformatisc for the first 
four months of the current year has been 
better. F A Mehta, chairman, secs days of 
intense competition ahead. He, howevei, 
hopes the unfavourable conditions will ease 
and the company will fare well in the year. 

VIP INDUSTRIES which made a public 
issue of equity linked debentures in February 

1986, has turned in good results for the year 
ended July 1986 with higher sales, profits 
and margins compared to the previous year. 
Production and sales of moulded and soft 
luggage increased considerably. The newly 
established facility for mould^ luggage at 
Nagpur completed trial runs towards the end 
of the financial year and has since com¬ 
menced commercial production. It is ex¬ 
pected to reach full capacity by the end of 

1987. The company’s sales amounted to 
Rs 47.07 crore against Rs 41.09 crore in the 
previous year and gross profit Rs 4.01 crore 
against Rs 3.03 crore. Net profit has 
increased from 1.80 crore to Rs 2.30 crore. 
Dividend has been stepped up from 10 pet 
cent to 20 per cent which is payable pro rata 
on the new shares allotted in April last. The 
distribution is covered 2.71 times as against 

(Rs Lakh) 


Goodlass Nerolac VIP Industries Jayaiit Vitamins Hindustan Constrn 




Late.st Year 
30-6-86 

Last Year 
30-6-85 

Latest Year 
31-7-86 

Last Year 
31-7-85 

Latest Year 
30-6-86 

List Year 
30-6-85 

latest Year 
31-7-86 

Last Year 
31-7-85 

Paid-up Capital 


324 

324 

599 

60 

155 

155 

655 

655 

Reserves 


1328 

1282 

502 

605 

429 

268 

2057 

2254 

Borrowings 


1977 

1617 

1785 

967 

1388 

1297 

7081 

5730 

of which Term borrowings 


500 

460 

1253 

235 

473 

442' 

1139 

1157 

Gross Fixed assets 


1706 

1662 

1577 

1035 

1355 

1315 

6329 

5627 

Net fixed assets 


1205 

1244 

1161 

689 

1066 

983 

3469 

3069 

Investments 


13 

— 

22 

21 

— 

— 

95 

87 

Current liabilities 


1364 

1090 

551 

373 

712 

274 

3766 

2856 

Current assets 


3788 

3075 

2252 

1294 

1529 

1094 

9934 

8274 

Stocks 


1821 

1509 

800 

638 

812 

625 

8604 

6951 

Book debts 


1171 

875 

1001 

400 

479 

322 

136 

149 

Net sales 


6875 

5962 

4707 

4109 

2781 

1849 

8426 

9178 

Other income 


80 

102 

94 

60 

13 

10 

92 

155 

Raw material costs 


3636 

3250 

2350 

2238 

1022 

717 

4236 

4699 

Wages 


637 

588 

854 

779 

142 

95 

2659 

2967 

Interest 


333 

27l 

200 

142 

226 

116 

727 

458 

Gross profit (+)/loss (-) 


313 

228 

401 

303 

373 

315 

257 

590 

Depreciation provision 


55 

62 

1.36 

93 

75 

43 

452 

359 

Ihx provision 


110 

69 

35 

30 

43 

~ 

— 

— 

Net profit (+)/Ioss {-) 


148 

97 

230 

180 

255 

272 

-195 

231 

Investment allowance reserve 


8 

8 

92 

21 

59 

26 

— 

55 

Ihinsfer to reserves 

Dividend 


75 

24 

S3 

158 

166 

63 

— 

79 

Amount 

P 

— 

— 

— 

_ 

2 

22 

.2 

.2 


E 

65 

65 

85 

0.60 

28 

20 

— 

95 

Rate (per cent) 

P 

— 

— 

— 

— 

9.50 

9.50 

6.25 

6.25 


E 

20 

20 

20 

10 

21 

15 

— 

M 

Cover (timesj 

Ratios (per cent) 


2.28 

1.50 

2.71 

300.00 

9.03 

5.45 

— 

2.41 

Gross proflt/sales 


4.55 

3.82 

8.72 

7.37 

13.41 

17.03 

3.05 

6.43 

Net profU/capltal employed 


19.42 

14.28 

20.89 

27.07 

43.66 

64.30 


7.94 

Inventoriet/sales 


26.49 

25.31 

16.99 

15.52 

29.20 

33.80 

— 

— 

Wages/sales 


9.26 

9.86 

18.14 

18.96 

5.10 

5.14 

31.55 

32.32 
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300 times previously when the capita! base 
was only Rs 60 lakh as against Rs 599 lakh 
after the public issue. Moulded luggage, 
which was exempt from excise duty till 
March 1985, is now subicci lo per cent 
excise duty. The company ha.s absorhod half 
of the burden of excise diitv and ih.- oihcr 
half by dealers. 1 he v.onMiiiicr ii.is been 
assured luggage at alnu>si the '■amc price as 
ruling a yeai ago Wiih a view lo wulcning 
consumer base, the company has now also 
started producing rvl.itively hm-pined 
luggage. 

JAYANT VITAMINS has planned a sub¬ 
stantial expansion piogiaminc. It has 
obtained litenccs and.'oi registration 
capacities for vitamin (incjiiding us salts 
and estcr-s) for 1(1.770 totineri and sorbitol for 
26,(KX) tonnes liin 100 per ccni ba,sis). The 
company’s present insialled capacity foi the 
former piodiicis i-- only (ii5 tonnes and 
actual production during 1985-86 was 426 
loimes and ihai of the latter 9,000 tonnes 
and 7,‘>28 tonnes, respectively. Tlie company 
has laken nece.ssary steps for expanding its 
sorbitol and glucose inaiiufacturing capa¬ 
cities further The licences and/or registra¬ 
tion for other chemicals, bulk drugs such as 
glucose. Vitamin E, mannitol,, salbutarnol 
and vanous foi mulaiions have been received 
The implementation of these projects are 
being detailed out. During 1985-86, the com¬ 
pany has been able to step up its turnover 
from the last year’s R.s 19.49 crore to Rs 27.81 
crore, but gross protit has increased com- 
paiatively modestly from Rs 3.15 crore to 
Rs 3.73 ciore, reflecting the pressure on 
margins With depreciation claiming more 
and ta.x liability Rs 43 lakh (nil), net profit 
is actually lower at Rs 2.55 erorc compaied 
to prcMous war’s Rs 2.72 croie. Dividend 
has been stepped up Irom IS per cent to 21 
per cent which is coveicd of 9.03 tunes 
agamsi 5.45 times previouslv- Ihis is so 
because iasi year’s sui(sliis was icduced as 
Rs 1.67 croie out of the net piofit was 
utilised to wipe out the accumulated loss. 

HINDUSTAN CONSTRUCTION COM¬ 
PANY tws suffered a sharp setback in its 
working lesulis lor the year ended July 1986 
with drop in gro.ss profit from previous 
year’s Rs 5 90 crorc to Rs 2.57 crore follow¬ 
ing decline m ihe value of work done from 
Rs 91 78 ciote to Rs 84.26 crore. After 
depreciaiion, there is a net loss of Rs 1.95 
crore compared to a net profit of Rs 2.31 
crorc ptcviotisly. Dividend, which was paid 
at 15 per ceiti last year is being skipped. 

Thete lias been fall in both the Indian as 
well as overseas operations. The latter opera¬ 
tions were tcduced for want flfeny fuither 
contracts being sc-cured in Ira^uc to finan¬ 
cial problemv there. Even the*paymcnts for 
work done tindei existing contracts have 
been defened iiiider the arrangement arrived 
at between the governments of Iraq and 
India. This li.ts resulted in a heavy burder 
of interest chai cos. The progress on domestic 
works also suflctcU cine to various problems 
at project site' ,ts also due to inordinate 


delays experienced m payment.s for work 
done on several projects. 

The company has made arrangement for 
technical knowhow with Nikex Hungarian 
liadiiig ot Hungary and Taisei Corporation 
of Japan foi evecution of the underground 
tunnel work lot tlic Metro Railway project 
at Calciuta where extremely difficult con¬ 
ditions are encountered and progress of 
work was very slow. The new techniques of 
tunnel excavation, shielding, etc, have been 
employed with vciy encouiaging results. 

TATA ELECTRIC COMPANIES’ first 500 
MW unit at Trombay will be completing 
three years of operation on January 25, 
1987. Its daily generation of 12 MUs is 14 
per cent of Maharashtra state’s daily con¬ 
sumption of 84 MUs. The unit will be com¬ 
pleting 22,(XX) hours of operation in January 
1987 when the manufacturers have recom¬ 
mended its first inspection. Since the com¬ 
missioning of this unit, the total number of 
units generated in the first three years of 
operation has exceeded 8,690 MUs conser¬ 
ving about 8,69,(XX) tonnes of fuel oil 
equivalent, which at present day luci cost 
amounts to a saving of about Rs 260 crore. 
This has resulteii in reduction in fuel cost 
per unit of its generation by about 30 paise, 
the beneficiaries of which are the consumers 
of electricity in Bombay. 

SCINDIA STEAM NAVIGATION COM 
PANY has planned reconstruction of it> 
finance, services and management to stop 
recurring losses and become economically 
viable. A comprehensive plan for revival ol 
the company has been submitted to the 
central government for adequate assistance. 
At the annual general meeting in Bombay, 
the chairpcison Sumati Morarjee expressed 
the hope that the government would take a 
decision without delay on the help it pro¬ 
poses to extend to the company. The com¬ 
pany has plans to self five or six ships which 
cannot be employed profitably and proposes 
to buy modern vcsslcs, particularly container 
ships. Meanwhile, the company has reduced 
the number of voyages. Freight and charter- 
hire earnings during the first five months of 
the current year have been lower at R.s 29.2 
crore against Rs 37 crore in the corres¬ 
ponding period last year. The company’s 
employees demonstrated outside the meeting 
hall. Some of them entered the meeting hail 
and continued to shout slogans against the 
management. All the resolutions on the 
agenda, howevci, were approved by the 
shareholders. 


In the Capital Market 


Annapurna Foils is entering the capital 
market with a public issue of 49.20 lakh 
equity shares of Rs 10 each at par, out of 
which 16.40 lakh shares have been reserved 
for preferential allotment to NRIs. The issue 
for NRIs will open on February 7 and for 
Indian Public on F^ruary 10. The finance 


is being raised for Rs 27.75 croie plant being 
set up in Medak district of AP. It will 
manufacture print and laminate fine quaUty 
aluminium foil. The plant has a capacity of 
3,000 tonnes per annum. The complete 
custom-built plant to suit Indian conditions 
has been imported from New Hunter 
Engineemg of Italy, a member of the FATA 
European Croup, which in turn is being held 
by the International Babcock Group of UK. 
liie entire plant is being set up on a turnkey 
basis with adequate performance guarantees. 
Aluminium foil finds extensive use in the 
packaging of food products, confectionery, 
tea and coffee, pharmaceuticals, tobacco, 
cigarettes, contraceptives, etc. It has applica¬ 
tions in electrical and telecommunication 
industries as well. The plant is expected to 
commence commercial production in June 
1987 and is equipped with special equiptncni 
for the manufacture of Poly-al-laminatc, ot 
cable wrap as it is generally called. Cable 
wrap is extensively used in telecommunica¬ 
tion cables and is largely impoitcd at 
present. According to T Chandrasekhai 
Reddy, MP, promoter and chairman, the 
company expects to achieve capaciy uiili'ti- 
tion of 65 per cent in the first year and 
gradually raise it to 90 per cent in the ihitd 
year It should be able to pay a nituden 
dividend of 10 per cent out of the fit si yeaTs 
profits. 

The issue is being managed by SBl Capital 
Markets and JM Financial and Investment 
Consultancy Sei vices are the advisors to Ihe 
issue. 

J’leasant HoIoIh, promoted by the Raiie 
Group of Madras, is setting up a 174-room 
5-star hotel at Madras. To be known as 
'Ramada Madras’ it will have technical and 
marketing assistance of Ramada Inter¬ 
national, UK, the world’s third largest 
international hotel chain comprising over 
600 owned, managed and franchised hotels 
in 22 countries. Scheduled to open in 
March/April 1987, the new hotel will satisfy 
the long-felt need of bu.sine.ssmen visiting 
Madras for a hotel near the airport. It will 
also cater to the increasing foreign tourists 
traffic to India, which brought in as much 
as Rs 1,300 crore in foreign exchange in 1985 
through only 8 lakh visitors. Over 10 lakh 
tourists came to India in 1986, and the target 
for 1990 has been fixed at 25 lakh. An 
occupancy rate of 55 per cent has been pro¬ 
jected by the management for the first year, 
increasing progressively to 65 per cent and 
75 per cent in the second and third years 
respectively. Pleasant Hotels is going public 
on January 29,1987, with an issue of 15 lakh 
equity shares of Rs 10 each at par for Indian 
residents, to raise a part of Ihe finance 
required for the Rs 13.10-crore project. 
Another 10 lakh shares are being offered to 
non-resident Indian investors, for whom the 
issue opens on January 27. The Rane group 
itself will have a stake of Rs 2 crore, while 
another Rs 75 lakh are being offered to 
exisling Rane shareholders. 

The public issue is managed by ICICI. 
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NEW DELHI 

Shedding Hang-Ups about Self-Reliance 

New Technology Import Policy 
BM 


WHll.E the exact cimdnions and safeguards 
which have been agiecd to for the instaila' 
tion of the Mipercompuicr by the US firms 
in India remain a closely guarded secret, the 
union govei ninent has taken a series of deci¬ 
sions in recent weeks to encourage what is 
called transfer of high technology to India. 
These decisions may well establish the 
necessary conditions which will place foreign 
suppliers of high technology, the multi¬ 
nationals, in a position in which the applica¬ 
tion of any technology supplied by them to 
India will be directly managed and regulated 
by them This has ominous implications for 
indigenous R and D for any meaningful ah 
sorption, adaptation or development of 
imported technology, let alone gaining 
technological self-reliance, now or in the 
futuie. 

Ihe most important of these decisions 
IS not the hike in royally fees for high 
U'chnolugy l)e)on(l the cciring ol 5 to 8 per 
cent which has been so tar allowed. This is 
supposed to encourage Indian enterprises m 
both public and private sectors to attract 
high technology and give them flexibility in 
negotiations with foreign sources for the 
import of technology. There is to be no up¬ 
per ceiling on royalty rates and presumably 
also no limit to the duration during which 
these supplies and their constantly updated 
versions will continue to be received. There 
has been a lot of pressure from foreign sup¬ 
pliers of technology and their Indian col¬ 
laborators for these policy adjustments and 
the goNcrnincnl has now fallen in line. 

PRt rr RLNt'l- KIR tQllITY PARTlt IPAl ION 

Far more important and far-reaching, 
however, is the decision that in order to 
import high technology on a continuing 
basis and to take advantage of upgradation 
of their technology by the foreign suppliers, 
equity participation of foreign suppliers in 
business ventures which seek to import high 
technology will not only be permitted but 
preferred as a policy over outright purchases 
of technology from abroad. It ts argued that 
there should be a direct stake of the'fotcign 
supplicr.s of high technology in the owner¬ 
ship and management of business ventures 
to which high technology is ‘transferred’. It 
is proposed that equity participation by 
foreign suppliers «hould not only be allowed 
but preferred and encouraged not only in the 
case of new collaboration deals involving 
import and application of high technology 
but also in the case of existing Indian enter¬ 
prises which have either only technical col¬ 


laboration atrangt'inems with loreign bup- 
plieis of high technology or have bought 
high technology outright from foreign 
sources and are already using the imported 
technology. 

This marks a significanl depaiture from 
the policy in favour of outright puicli.ise of 
technologies from foreign sources and ihcir 
absoiptior', adaptation ami development ;is 
indigenous technologies by wclI-conceived 
and planned R and D el'foit in the country 
and developmein of. appropi iate and effec¬ 
tive design and engineering capabilities m 
different iiulusiiiul segments. The implua- 
tion of the nc-w policy on technology iianstci 
IS that the whole of India's pioduetion 
structure based on high technology, now -<nd 
m the fuiutt, is piojiosed to be brought 
within the ambit of loini owneiship and 
management ol Indi.'in and foreign buMness 
interests; Any idea ol a wholly indigenous 
iiidiisirial eniciprise based on impmted 
technology is lulcd out. There ean be no 
progress towards scll-reliance, tcchnologital 
or econoinie, under this dispensation. 
Industrial enterprise in the country will have 
no option but to function and develop as an 
appendage of foreign suppliers of high 
technology which in the main are poweiful 
transnational business corporations of the 
developed countries and will diicctly manage 
the application of thcii technology supplies 

There can be no genuine absorption, 
adaptation and development of indigenous 
technology under such arrangements for 
import of high technology in the name of 
accelerating growth and modernisation of 
Indian industry. It is wholly misleading lo 
claim that there will be transfer of high 
technology under these airangcmenl.s. Ihe 
R and D faciliiics which are supposed to be 
set up by joini ventures or vent tires set up 
by foreign agciicie.s on imnkcy basis will he 
in the nature of window-dressing. These 
facilities will be engaged only in the applica 
lion of foreign technologies to be imported 
on a continuing basis in the production of 
goody and services by such ventures. ,\ny 
meaningful plan for absorption, adaptation 
and development of imported technologies 
requires that R and 1) effort in India make 
a break in the continuing flow of results of 
foreign R and D to firms in India and theii 
application in established production facili¬ 
ties. An effort to indigcniite imported 
technology is bound to be precluded in ven¬ 
tures set up on turnkey basis by foreign agen¬ 
cies or owned and managed jointly by 
Indian and foreign interests. Such ventures 


will depend on import of technological 
inputs on a continuing ha.sis in the race for 
the so-ealled technological upgradation and 
modernisation. 

Past ii.vpr.KitNci 

The experience in the past of R and D 
facilities set up by business ventures with 
fnicign technical collaboration, let alone 
equity participation of foreign suppliers of 
technology, shows that efforts for develop¬ 
ment and indigenisation ot imported tech¬ 
nologies has been by and lai.ge thwarted, 
except for simple adaptations in Ihe applica¬ 
tion of imported technologies to local con¬ 
ditions which too take place undet Ihe 
watchful eyes of the lepresentativcs of the 
foreign suppliers of technology and are con- 
sttained b> clab,)iatc and vtnet performance 
giiaitmices laid down for the application of 
imported technologies. I lie latest .survey of 
toicign lollalxiralions in 1 .dian iridiisiry, ihe 
foiii til, bj the Rc.servo Bank of India, found 
ih.ii R and f) c.xpcnduuie by companies with 
'orcign tcchnwal collaboialion is such that 
It does not and indu'd canno, achieve signifi 
<>.1111 icsidts. flic I'jul is that much of the 
c\|ionditiHC on R and 1) in joint ventures oi 
vt’iitiiics set up on luiiikev basis hy roic'gners 
IS Ijigch dcsieiied lo ccurc i,i.\ concessions 
.tnd Isu piibln. lelalions purposes rathci 
tlvui I )v adaptation and indigenisation of 
nnpoiipd tcclinologics and then de'/elop- 
inciit 1 bis position is now proposed to be 
.sanctified and stieainlined If such has been 
the expel I 'licc when loreign eollabotation 
was limited to only import of technologies, 
there can be no progress at all towards 
adaptation and development of these 
technologies once foreign suppliers of 
technologies have a share in ownership and 
managcmcni with equity participation in 
joint ventures. The official policy has m the 
last two years swung to total dependence on 
imported technologies and foreign col¬ 
laborations. Preference for tui nkey construc¬ 
tion of piojecis by foreign agencies and 
import of eapital good.s over optimal utilisa¬ 
tion of Indian design .iiul ciicmeering 
capabililifs .md Cap.ititici 'or prodiKlion of 
uipital goods has already eina.seulats'd 
iiidigeniui.s R and D. 1 he new arrangements 
for impori of Inch icsimologv van only make 
rnalteis woisc 

Ihe polic) ol high tech modeliiisation 
with foieign help, linaiieial and icchnical, 
has uiiloidcd in stages It stalled with ad- 
jusinicnis III the case ot vaiious industrial 
.scctois starting with the turnabout in elec¬ 
tronics policy in Idsd fhe exposition of 
iliese policy adjusiiirenis in icspect ol 
tcicvomniunications subsequently provided 
clear signals to the tiend ot ofhcial pi'l'cy. 
When policx adiustments in the c.ise of 
lelecomniuiiicaiions were announced two 
ycais ago. the Industrial Policy Resolution 
ot 1956 was still taken seiiously, Ihis is no 
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longer ihe case and even though the govern¬ 
ment considers it still inexpedient to for¬ 
mulate a new industrial policv resolution, 
demarcation of areas for public and private 
enterprise and large-scale and small-scale 
sectors has been practically extinguished. 
Also extinguished are concepts of concen¬ 
tration of economic powei in private hands 
and protection of Indian industry and 
capital from competition from foreign 
capital. 

It was at the time ol presenting the new 
policy for the development of telecom¬ 
munication systems, with the active par¬ 
ticipation of private capital, Indian and 
foreign, that it was argued frankly that rapid 
advances in technology and increasing stan¬ 
dardisation of equipment based on high 
technology with "well defined terminal 
interfaces" made it necessary to secure the 
direct participation of the private sector, 
Indian and foreign, in all business ventures. 
This would help to avoid .situations, at a later 
date, when it may cither be difficult to pro¬ 
duce the basic equipment or import such 
equipment for meeting the ‘legitimate’ 
demands of sophisticated industries, it was 
argued. Evidently, India's private sector had 
nothing to offer by way of technology in the 
communication sector. The entire argument 
about rapid advances in technologies and 
standardisation with well defined interfaces 
was intended to emphasise the need for par¬ 
ticipation of the mutlinationals who com¬ 
mand the technology and the interfaces in 
the ownership and management of all 
business ventures. What the new com¬ 
munication policy implied when mention¬ 
ing the need to open up telecommunications 
for the private sector was that the foreign 
private sector and not Indian private sector 
as such would have an enlarged role in the 
area. But there has never been any bar so 
far to securing technology from multi- 
naticmals whenever it has been considered 
necessary for projects in ppblic or private 
sectors. This has been done even in cases 
where appropriate Indian technology has 
been available. What was new in the new 
communication policy was that multi¬ 
nationals were offered upto 49 per cent 
equity participation in public sector under¬ 
takings in the communication field either 
directly or through and in collaboration with 
.selected Indian big business houses who may 
be able to inspire confidence among the 
multinationals about the security of their 
investment in the Indian market in tri¬ 
partite collaboration arrangements between 
Indian public and private sectors and multi¬ 
nationals. 1 he first big break in this direc¬ 
tion, however, came about with the Maruti 
car. 

Roi t Ol INDl^N Private Sector 

The official policy has come round to the 
view that upgrading of the technological 
base of Indian industry on which so much 




emphasis has been laid in recent years can¬ 
not be achieved in old fashioned and con¬ 
ventional ways. The hope that Indian com¬ 
panies in the public and private sector can 
make outright purcha,ses of sophisticated 
technologies and introduce them in Indian 
industry is considered facile and impractical. 
Really sophisticated technology is not 
available for purchase and even if purchased 
it is difficult to absorb and adapt it, it is 
argued. What is needed is the close co¬ 
operation of the holders of the technology 
and that calls for equity participation and 
sharing of management of enterprises in the 
public as well as private sectors. Further, it 
is argued that much of the sophisticated 
technology is with the multinationals and 
they will not give it except under arrange¬ 
ments which inspire confidence and a feel¬ 
ing of security among them. This confidence 
cannot be created unless they see that their 
partners are reliable. This makes it ncces.sary 
that Indian business interests should be 
associated with ventures in which multi¬ 
nationals would participate. In has been 
hinted in this context that the liberal offers 
by the government for participation of inter¬ 
national oil companies in exploration for oil 
in India have not in the past found good 
response because oil exploration has been 
reserved for the public sector. It was, 
therefore considered necessary to open up 
oil exploration to the private sector and then 
attract foreign companies to come to India 
for oil exploratfon. The role of the private 
sector is regarded as important for building 
contacts with multinationals and establi¬ 
shing an acceptable line of projects in areas 
of sophisticated technology. From a sectoral 
approach, the government has now moved 
to across-the-board application of the new 


policy on import of technology on a conti¬ 
nuing basis with the foreign technology sup- 4 
plier being directly involved in the manage¬ 
ment and regulation of business ventures 
using imported technology. 

1, is, however, not the technology upgrada- 
tion angle alone which'has brought about 
the shift in policy in favour of direct par¬ 
ticipation of foreign firms in equity and 
management of industrial projects in the 
public, private or joint sectors, llie so-called 
resources crunch is yet another compelling 
reason, if foreign credits and direct tbreign 
investment were at one time sought to sup¬ 
plement domestic resources, financial and 
material, foreign capital is now expected to 
substitute for domestic resources. This is the 
meaning of deals for foreign financing of 
not only foreign exchange costs but also 
local rupee costs. It is even suggested in some 
quarters that the constraint of rupee 
resources is even more stringent than that 
of foreign exchange for new starts in the 
industrial sector. Hence the preference for 
maximisation of the foreign content of pio- 
jeets and their turnkey construction by 
foreign agencies. The cumulative result of 
all these developments can only make India 
as attractive a haven for multinationals as 
possible, it is cs'en being complained that the 
hang-iip with scif-reliancc in the past has 
resulted in foreign capital and multinationals 
passing India by in favour of other coun¬ 
tries which have consequently grown and 
modernised themselves at a fast pace whiK^ 

India has lagged behind. It is npw proposed 
to make up for the lost time and catch up 
in the race for growth and modernisation 
with the help of foreign capital and 
technology. 
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The Babari Masjid Case 

A G Noorani 


IT is tiarcl to think of a more unwise and 
improper move in an agitation for the redress 
of a legitimate grievance than the call given 
by the All-India Babari Masjid Conference 
at New Delhi on December 22, 1986, It 
issued a long declaration in four parts (see 
Radiance of January 4, 1987 for the full 
text). These extracts from the declaration 
suffice to show the pathetically self- 
contradictory, rather self-destructive, 
approach which it reflects. 

The conference desires that the home 
minister should initiate a serious dialogue 
with Hindu leaders and organisations on the 
one hand, and with the leaders of the Muslim 
community and ihe Babari Masjid Move¬ 
ment on the other, with a view to evolve a 
tentative solution which should then be 
discussed jointly with both sides, and sub¬ 
sequently placed before the leadets of all 
Parliamentary parties and groups for their 
endorsement. 

The conference also proposes to the prime 
minister that some eminent national pei- 
sonalities should be requested to apply their 
mind to the available records and suggest 
possible options which would safeguard the 
essential interests of both commutiities. 
This is, indeed, a constructive contribution. 
There follow specific appeals to appro¬ 
priate constitutional authorities—the 
government of Uttar Pradesh, the Wakf 
Board, the Speaker of the Lok Sabha and 
the chairman of the Rajya Sabha ‘'to allow 
discussion of the problem” and to leaders 
of "national and regional parties to exert 
pressure on the government of India” to 
resolve the issue. The declaration proceeds: 

The conference, in this context, takes 
appreciative note of the initiative taken by 
some eminent non-Muslim personalities like 
Mr Chandra Shekhar, Mr Chandrajit Ybdav, 
Mr 1 K Gujral and Mr Mutayarn Singh Vhdav 
and requests the co-ordination committee to 
establish a dialogue with all such eminent 
personalities, who have not supported or 
have been opposed the claims of chauvinist 
elements on Babari Masjid in order to 
explore the possibility of evolving a satisfac¬ 
tory formula and for this purpose organise 
a meeting with them at an early date. 

The first and eminently sensible part ends 
here. The second part begins on an emo¬ 
tional note and, besides setting up a co¬ 
ordination committee, lists specific measures 
by w-ay of action. Among them is the one 
concerning Republic Day 1987. It is best 
quoted fully; 

The conference calls upon the Muslim com¬ 
munity not to participate in or associate 
themselves with the observance of the 
Republic Day on January 26, 1987, except 
those individuals who are on official duty. 
It makes no sense for S Shahabuddin M P 
to complain, as he did on January 12, that 
the decision "has been deliberately mis¬ 
construed and misinterpreted by the vc<tcd 
interests as a boycott of Republic Day”. To 
go no further why was a call of such con¬ 


sequence issued in terms as wide as they were 
which lent themselves readily to the inter¬ 
pretation universally put on them bar its 
protagonists? Why did not the conference 
use in the declaiation of December 22, 1986 
the language it.s co-ordination commit¬ 
tee belatedly did in its ‘clarification’ on 
January II, 1987? It then asked Muslims 
“not to participate or associate themselves 
with the official functions of the Republic 
Day” (italics mine throughout). How tar was 
the conference’s call removed from thai lor 
a boycott? “Combine in abstaining from" 
with the aim of constraining someone to do 
something is the very definition of boycott. 

Matters of such consequence are not 
decided by verbal quibbles. The matter was 
a highly sensitive one. The greater the need 
for clarity and precision. It was an irrespon¬ 
sible decision, irresponsibly arrived at and 
is being perversely justified. 

The other measures recommended were a 
“Day of Protest” by organising “a silent 
bandh” on February 1, 1987; a “massive 
rally” on March 30, 1987; and, failing all 
measures, “the conference authorises the co¬ 
ordination committee that if all efforts foi 
the restoration of Babari Masjid fail, it 
should organise a March to Ayodhya with 
the intention of performing Friday prayer 
in Babari Masjid, followed by continuous 
violation of prohibitory orders, if imposed, 
on a date to be fixed by the committee and 
announced in advance!’ 

The third part pertains to prayers in pro¬ 
tected mosques; the fourth is an appeal to 
“the Hindu community” not to be misled 
by propaganda. 

Thus, perfectly constitutional steps (rally 
and bandh) are coupled with a stayagraha 
of dubious wisdom and a very sensible 
recourse to democratic institutions and 
secular politics is grouped with a call to 
Muslims “not to participate in” or even 
“associate themselves with the observance 
of the Republic Day”; three long weeks later 
this was modified to non-association “with 
the official functions of the Republic Day”. 

It refiects crass insensitivity and lack of 
understanding, to say the least. The states¬ 
manlike move to “establish a dialogue with 
all .such Inon-Muslim] eminent persona¬ 
lities” is defeated by the call to Muslims not 
to participate in the observance of the 
Republic Day—even if it be with “official 
functions”. Why trifle with that Day? 

The call has divided Muslims, shocked 
most of them, alienated non-Muslims and 
created resentment all round. It is an act of 
grave disservice to the cause of redress of 
Muslim grievances itself. That cause can be 
advanced best by enliuing on a secular basis 
the support of all who believe in justice and 
by recourse to methods of agitation which 
persuade and do not repel. Those who gave 
the foolish call have played into the hands 
of the RSS and the like. 


The saddest part of it all is that the call 
is made at a i ime in which any appeal for > 
the redress of Muslim grievances is vilified 
and secular values arc increasingly under - 
attack. Thanks to Indira Gandhi’s post-1980 
politics, organisations like the Vi.shwa Hindu ' 
Parishad have been on the rise. 

The Muslims’ grievances regarding the 
Babari .Masjid are perfectly justified. 
W'itness just two incontrovertible and un- 
controverted documents--a radio message . 
sent at 10.30 a m on December 23, 1949 by 
the district magistrate K K Nayar to chief 
minister Govind Ballabh Pant, the chief 
secretary and the home secretary. It read 
thus: ”A few Hindus entered Babari Masjid 
at night when the Masjid was deserted and 
installed a deity there. D M and S P and 
force at spot. Situation under control. Police 
picket of IS persons was on duty at night 
but did not apparently act'.' 

This message was based on police con¬ 
stable Mata Prasad’s report to the Ayodhya 
Police Station earlier. Here is a transla¬ 
tion of the FIR lodged by sub-inspector 
Ram Dube, police station Ayodhya, on 
Dcccmbci 23,1949, as certified by the office 
of the city magistrate on February 11,1986: 

According to Mata Prasad (paper No 7), 
when I reached to (stc) Janam Bhumi around 
8 o'clock in the morning, I came to know that 
gioup ol •50-60 persons had entered Babari 
Mosque aftei breaking the compound gale 
link of the mosque or through jumping 
uiro\s the walls (of the compound) with a 
stair and established therein, an idol of Shri 
Hhagwan and painted Sita Ram, etc, on the 
otiiei, and inner walls with gera (redlom). 
t|ans Raj on duly askeci them to defer but 
tliev did not. these nersons have already 
entered the mosque bcfoic the available PAC ■ 
(Provincial Armed Corps) guards could be 
commanded. Officials ot the district admini¬ 
stration came at the site and involved them- 
.selves in necessary arrangements. Afterwards, 
a crowd of 5-6 thousand persons gathered 
around and while chanting bhajans and 
raising religious slogans tried to enter the 
mosque but were deterred and nothing 
untoward happened thereon because of 
proper arrangements... Ram Das, Ram 
Shakti Das and 50-60 unidentified others 
entered the mosque surreptitiously and 
spoiled its sanctity. Government servants on 
duty and several others are witness to it. 
Therefore it Is written and filed. 

To this day the spoiled sanctity has not 
been rectified It is a standing blot on otir 
legal and political svstent, a mockery of 
secularism, a contempt for elementary 
minority right and, indeed, the rule of law 

As S K T'ripathi summed up in his excel¬ 
lent article in Indian Express (Match 30, 
1986) on the subject: “then came the crucial 
night of December 22,1949 which converted 
the masjid into a mandir and gave birth to 
the contioversial padlocks”. Is it surprising, 
then, that .Muslims resent that outrage? 
A surreptitious, forcible take-over of a 
mosque? The Statesman of October 26,1986 
had an article by Chandan Mitra quoting a 
Fai/abad official as saying “obviously the 
guard had been bribed heav ily”. It i.s by such 
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mcani that u house of woiship «.is taken 
ovei. 

On Dceetnber 2‘i. 1949 a uiagistiaie, aei- 
ing uinter S i45 of ilie Ciirninal I’niteduii' 
Code, made an oidei nol testoiing posses¬ 
sion of the nis5S(|ue to ihe Mushiiis. but 
appointint! a reniu'i, to pieseni “bieaefi 
of the pease" and also otdeied atlaslinien' 
of "the said hnildin.'.s”. Coiisidet an 
apt precedent. On hebruaiy 7, 1972 the 
S D niagistratc. Parliament stiect. New 
Delhi, A Ci Cutting ordered restoration of 
possession of 7, fantar .Mantar Road (Con¬ 
gress House) in New Delhi to Congress(O). 
Not because it was the 'teal’ Congress, but 
betause it had been forcibly dispossessed by 
Congie.ss(I) on November 13, 1971. The 
order was also made under S 145 of the 
C'riminal Proeeduie Code. I his is the order 
which should haie been made in the Babari 
Masjid ease in 1949 or in 1986 I'he contrast 
is glaring. .As Magistiatc Cutting said, Con- 
gress(0)'.s men "were dispossessed. They are 
therefore entitled to he put hack into posses- 
iion until they are evicted from the said 
picmises by an order of a competent court” 
(in a regular civil suit on title). 

On February II, 1986, Ihe padlocks were 
removed by an order of the district judge 
K M Pandey who said “It is clear that it is 
not necessary to keep the locks at the gates 
/or the purpose of maintaining law and 
ord''r or the safety of the idols”. Be it 
remembered that these were idols installed 
by stealth in a mosque. This aspect is ignored 
totally. Possession is not restored to Ihe 
Muslims who were deprived of its use but 
to those who hud forcibly and stealthily 
installed idols in the mosque. Muslims were 
not heard by Pandey. Their application to 
be under party was rejected before the order 
was made. And it was made solely on the 
ground that it would not lead to breach of 
peace or affect the safely of the idols. 

Ncerja Chowdhary reported in The 
Statesman (April 20, 1986) the disclosures 
by “a senior Vishwa Hindu Parishad leader” 
that “Rajiv Gandhi had indicated in no 
uncertain terms that the gates” of the ediFice 
“must open to the devotees before Shivratri 
on March 8 [1986]". The leader added, 
“Mr Arun Nehru masterminded this coup”. 
Muslims were fobbed off with the wretched 
Miislitn Women’s Bill. In her report on May 
I, 1986 Ncerja Chowdhary cited “iht 
evidence of a connection” between the iwc 
gcstuics of communal appea.sement. Our 
‘secularists’ denounce the Bill but condone 
the far graver outrage on the Babari Mosque. 

Redress of so grave and palpable an 
otitrage is an. acid lest of our legal and 
political system. But the moves for redress 
are only harmed by the call given in the 
second pait of the declaration. It is the 
approach in the first part alone which can 
bring about a solution. 

Yet an honourable compromise on the 
Babari Masjid is possible—restore the slants 
quo as oi December 22,1949: declare Babaii 
Masjid a protected national monument of 


histoiic importance lo be looked after by the 
government of India; and construct e temple 
dedicated to Shri Ramachaiidraji on the 
Ram Chabuira which is outside the mosque 
proper though within its compound. Such 
a solution is at once principled as well as 
expedient. 

On July 24, 1986, the union home 
minister, Buta Singh, said in the Lok Sabha 
that a solution would be arrived at soon. He 
did not disown the centre’s responsibility. It 
was the prime minister, Rajiv Gandhi, who 
said at Bangalore on January 7, 1987 that 
“We are not taking any decision on this. It 
is for the Uttar Pradesh government to take 
the decision!’ In that case why did he and 
the union home minister hold the parleys at 
all? Censures are not for Rajiv Gandhi to 
deliver. They can come only from those who 
are consistent. “I don't think any Indian will 
boycott the Republic Day^’ But no censures 
were administered when the ONLF announ¬ 
ced its decision to fly black flags in protest 
on Independetice Day 1986, as a forerunner 
of a 30-dav programme of agitations. 
Subhas Gheishing withdrew it only on 
August 14. The prime minister has played 
politics throughout on the Gorkhaland issue. 
Of course, both calls, though of a different 
kind, are wrong fundamentally. 

Buta Singh said on July 24, 1986 that the 
union government was constantly in touch 
with the leaders of the groups involved in 
the dispute. “We are about to find an 
amicable and mutually agreeable solution in 
the near future. ” Six months have elapsed,- 
since. The government owes a duty to tell 
the public what happened after July 24,1986 
to dash the hopes of a satisfactory solution 
which it confidently said on that day that 
it was “about to find.. in the near future” 

But, then, Ibrahim Suleman Sait, MP, 
president of the Indian Muslim League and 
ally of Congressfl) revealed at Cochin on 
January IS, 1987 that the Babari Masjid 
Committee members had met the prime 
minister more than once but there had been 
no positive response from him. If any sug¬ 
gestion came from the government, the com¬ 
mittee was “only too willing to respond”. 
This is also Shahabuddin’s stand- 
On the historical merits of the Babari 
Masjid issue, perhaps the ablest comment 
was made in a letter published in The Times 
of India (New Delhi, October 21, 1986; 
Bombay, October 28, 1986) a propos its 
publication of the mischievous report on 
“Krishna’s birthplace after Aurangzeb”. The 
letter said; 

It creates the kind of confusion such as 
ha.s been created, probably deliberately, over 
the question of the birthplace of Rama in the 
matter of Rama-janam-bhumi. A Persian text 
of the mid-nineteenth century states that the 
Babari mosque was adjacent to the Sita-ka- 
rasoi-ghar and was known as the Rasoi Siia 
mosque and adjoined the area associated 
with the birthplace of Rama. It would be 
worth enquiring whether there is reliable 
historical evidence of a period prior to the 


nineteenth century for this association of a 
precise location for the birthplace of Rama. 
Furthermore. Mich disputes as there were 
between Hindus and Muslims in this area 
upto the nineteenth century were not over the 
^ibari mosque but the totally different site 
ot Haiuinian-bailhak. 

It cannot be denied that acts of intolerance 
have been committed in India by followers 
of all religions. But these acts have to be 
understood in their context. It is a debase¬ 
ment of history to distort these events for 
present day communal propaganda. 

The statement in your news report that the 
site at Mathura is to be ’liberated' and 
handed over to the ‘rightful owners’ as the 
birthplace of Krishna rai.ses the que.stion of 
the limits to the logic of restoration of 
religious sites (and this includes the demand 
for the restoration to worshippers of disused 
mosques now under the care of the Archaeo¬ 
logical Survey of India). How far back do 
we go? Can we push this to the restoiation 
of Buddhist and Jaina monuments destroyed 
by Hindus? Or of pre-Hindu animisi shrines? 
The letter was signed by eminent historians 
and then academics: Romila Thapar, Muraffai 
Alam, Bipan Chandra, R Champaka 
lakshmi, S Bhattacharya, 11 Mukhia, Suvira 
Jaiswal, S Ratnagar, M K Paiat, Satish 
Sabcrwal, S Gopal and Mridula Mukherjcc. 
The mosque was in fact built in 1528 by the 
Moghul Emperor Babar’s minister Mir Baqi. 

The prime minister cannot abdicate his 
responsibility. The official media under the 
central government, doordarshan, was con¬ 
veniently present on the fateful day February 
I, 1986 to telecast the opening of the locks. 
The negotiations that followed since cannot 
be denied. Significantly, to this day the UP 
government has not filed an affidavit in 
court giving its version of the affair. How 
could it? For it has either to repudiate its 
own records of 1949 or displease Vishwa 
Hindu Parishad and Co. 

It is a measure of the irresponsibility of 
the Babari Masjid conference that it gave a 
call which harms a just cause and a measure 
of the prime minister’s irresponsibility that 
he pretends as if nothing has happened to 
warrant his intervention on behalf of a fair 
settlement. 

It is pointless to take shelter behind legal 
proccediilgs. The district judge made his 
order on February I, 1986. A year has 
elapsed and the Allahabad high court has 
not disposed of the appeal against a mere 
summary order maefe ex-parte like this one. 
When, when'will the rival civil suits as to 
title be decided? After much strife no doubt. 
In the Shah Bano case the judgment of the 
Supreme Court was overturned by legisla¬ 
tion. Nothing prevents a settlement now 
except the government of India’s indifference 
towards injustice—an injustice to which by 
all accounts it is party. The Muslims are 
affected primarily by it but not exclusively. 
It, concerns the sheer quality and worth df 
our secularism and respect for basic human 
rights, for basic decency. This is not a 
communal issue. 


72 



DALLI RAJHARA 

Reign of Terror by CISF 

Binayak Sen 


WHO is in charge of taw and order in Dalli 
Rajhara? The CISF or the district admini¬ 
stration? This question has arisen because 
of a peculiar series of events in Dalli Rajhara 
in which the CISF has let loose a reign of 
terror, and have defied all attempts by the 
collector and SDM to intervene. 

Dalli Rajhara is a mining town, at the 
southernmost tip of Durg district (bordering 
Bastar) whose iron ore mines are captive to 
the Bhilai Steel Plant (BSP). The long battle 
of the 8,(XX)-strong CMSS union fur depart¬ 
mental employment and against mechanisa¬ 
tion and retrenchment, has featured before 
in these columns. The BSP management in 
Dalli Rajhaia emboldened by a sadly passive 
trade union situation in the 60,0C0-strong 
workforce at Bhilai, (which was unable to 
field a response even to a series of six major 
accidents in BSP in 1986, involving more 
than 12 fatalities)4iave thrown all pretense 
of legal functioning to the winds. The lale.st 
events are thus the culmination of a trend. 

On .lanuary 2 the CMSS workers went on 
a one-day token strike in support of their 
long pending demands. The strike was 
accompanied by a D.alli Rajhara bandh, 
called by the people of the town in protest 
against the BSP management’s arbitrary, 
illegal and oppressive actions. Both the 
bandh and the stiike were completely suc¬ 
cessful and peaceful—only the 150-strong 
token INTUC presence in the manual mines 
wcie at work. 

,M about II am, the CMSS workers 
noticed that the management had deployed 
mechanical shovels and dumpers on their 
worksite. This was a bid to render the strike 
ineffective, and was contrary to previous 
agreements to which the management was 
party. A delegation of the leading members 
of the union, including the president, vice- 
president assistant general secretary, joint 
secretary—altogether about thirty people— 
went up to the mine to request the manage¬ 
ment to stop the machines. No show of force 
was planned or intended. However, an 
80-strong CISF force descended on the 
union representatives, and lathi charged 
them without warning. Three people sus¬ 
tained fractures and altogether 22 people 
were injured. They included all the union 
executives who had formed part of the 
delegation. When the organising secretary, 
Shankar Guha Niyogi, went to the CISF 
Commandant Chopra, to remonstrate with 
him, he was threatened with a pistol. It was 
not only the CMSS workers who were 
outraged at this incident. The district 
magistrate, on the representation of the 
CMSS promptly ordered a magisterial 
enquiry. The chief minister of Madhya 
Pradesh Motilal Vohra, happened to be in 
the district at the time. A meeting was 
quickly arranged between him and Niyogi 
and at his urging and on his assurances the 


three-day strike called in response to the 
lathi charge was curtailed to two days and 
the workers decided to return to-work on 
the 4th. 

After informing the management and the 
town police, the workers went to the mine 
to return to work on the afternoon of the 
fourth. While they were quietly squatting 
outside the mine gate, waiting for entry 
orders to come through, a lorry load of 
CISF came rushing to the gate. Although the 
jawan on duty tried his best to stop them, 
an inspector and three or four jawans burst 
upon the seated workers and started beating 
them up savagely. They particularly concen¬ 
trated their efforts on the general secretary, 
and beat him about the head until he fell 
unconscious. 

' The violently angry workers congregated 
in their thousands at the CMSS office. 
Niyogi declared that he would go on an 
indefinite hunger strike unless the erring 
officers were immediately suspended. Fearing 
the outbreak of violence, the local SDM 
demanded that the commandant who came 
down from Bhilai CISF headquarters sus¬ 
pend the guilty CISF officer. The comman¬ 
dant agreed and issued the necessary order. 
However, the very next day, the DIG, CISF', 
Bhilai, revoked the suspension order that 
had been served on his men in open defiance 
of the orders of the district administration. 

Thus, a piquant situation has now arisen 
in Dalli Rajhara, in which the district 
administration and the CISF are at logger 

WEST BENGAL 


AS the matter stands today in West Bengal, 
‘where is Jyoti Basu going?’ is far from a 
rhetorical question. Witness the following 
report in a leading Calcutta daily about the 
chief minister’s pronouncements at a 
meeting of industrialists recently held at the 
Grand Hotel in Calcutta. "In a departure", 
the report says, “from the views professed 
by his party, Mr Jyoti Basu said in Calcutta 
on Friday (December 19) that retrenchment 
at least partially would have to be accepted 
to allow modernisation!' 

TVvo questions stand out .sharp and clear: 
First, does the CP((M) have two sets of 
rules—one for politbureau members allow¬ 
ing them to depart from the party policy and 
another for the lesser breed of party 
members demanding strict conformism? 
Second, has Jyoti Basu in his capacity as a 
chief minister come to regard himself as a 
supra class functionary, that is, after renoun¬ 
cing his identification with the class his party 
professes to represent? 

At a more matter of fact level, and leaving 


heads over this double lathi charge. Apart 
from its immediate implications, the situa¬ 
tion is prcgtiant with portents for the future. 
As Rajiv Gandhi’s computer whir-kids ride 
into the 21si century, ate there going to be 
a pos.se of paramilitary foices like the 
CISF watching their backs—making sure 
that all those stupid proles yetling about 
mechanisation and retrenchment do not 
get out of hand? This is not an altogethet 
fanciful scenario. For the past one year, 
the mines superintendent of Dalli Rajhara, 
Krishnamurty, has gone around accom¬ 
panied by exactly such a posse of gun-toting 
CISF, with a walkie-talkie radio ever at his 
ear. And all those other poor managers who 
do not need guns to do their work have been 
rendered completely superfluous. For the 
past one year the managing director of the 
Bhilai Steel Plant runs the mines directly 
from his headquarters, with the CISF 
vigilance section, as his eyes and ears. In 
fact, it was their fiustration ai their inability 
to destiibilise the CMSS which led to this 
frenry of violence. 

And meanwhile, the travails of the CMSS 
workers continue. In the short week since the 
last lathi charge, 20 more workers have sum¬ 
marily deregistered, 5W more workers laid 
off (apart from the l.CXX) who were already 
out of work) and a laige fine imposed on 
all those workers’ co-operative that parti¬ 
cipated 111 the January 2 strike. Of course, 
the determination of the workers to resist 
this oiipicssion remains unshaken. Dalli 
Rajhara workers have already faced two 
police firings in ihe ten years since their 
movement started. They will face more if 
neces.sary. But in this so-called democratic 
polity of ours, how long before this madness 
IS brought lo an end? 


alone the question of the overall signiftcance 
of the present drive for modernisation which 
is only a euphemism for traditional rationa¬ 
lisation, the outright concession of the right 
of ‘partial’ retrenchment without any quan¬ 
titative specification of the level seriously 
weakens the bargaining position of the 
working class. How can a veteran trade 
unionist that Jyoti Basu certainly is overlook 
this simple fact? He has of course in another 
context implored the industrialists to view 
the fate of the workers as their 'last concern’! 
Does he really hope that hi.s advice, whatever 
its worth, will carry much weight with the 
capitalists after the demonstration of so little 
concern for the workers on his own part? 

The president ot the Bengal Chamber of 
Commerce and Industry, says the report, 
summed up the session saying “when it 
comes to selling West Bengal, who can be 
a better sale.sman than Mr Jyoti Basu?’’ 
Does Jyoti Basu realise that he has earned 
this encomium by selling aw,-iy some part of 
the vital interests of the working class? 


Weakening the Working Class 

Ajit Roy 
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MAHARASHTRA 

Business and Politics of Universities 

J V Deshpande 


AT about the same time that the prime 
minister was expounding the viitues of the 
new education policy to the exalted and the 
appreciative audiences at Santinikcian and 
at the annual conference ot the Indian 
Science Congtess, there was a public display 
in Maharashtra of another aspect of the 
government’s education policies. Sever<il 
thousand students of non-iecognised institutes 
running courses in teacher education held 
massive demonstrations demanding pertms- 
■sion to appear for university examinations. 

In all the states dual control is exercised 
in the matter of starting and innning educa¬ 
tional institutes. The umveisiiy to which a 
particular educational in'.tiiutc is affiliated 
is responsible for overseeing that the latter 
provides to its students proper physical and 
academic tacilitics, that it hires properly- 
qualified faculty, that the faculty in turn 
imparts the prescribed quantum of instruc¬ 
tion and laboratory and field work and that, 
generally, the students are got ready for the 
university examinations. It the university is 
satisfied on this score, it grants 'affiliation' 
to the institute and allows its students to take 
the university examination. 

The slate government comes into the 
picture because it is they who give the large 
subvention grant.s every year to the educa¬ 
tional institutes to balance their books. Since 
the government has finally to foot the bill, 
a new institute also has to win recognition 
from the government. Generally, the recogni¬ 
tion formalities for a new institute start at 
least a year in advance. Of the iwo recogni¬ 
tions needed, it is clear that the role of the 
state government is comparatively minor, 
being confined only to checking that the 
propo.sed institute fulfils the social and 
developmental objective.s of the country and 
that the government can meet its deficit in 
the future. But, as things go, the party 
holding the purse-strings does have the 
greater say in practice. 

For over twenty-five years now, there has 
been hardly any expansion in the facilities 
for higher education in Maharashtra, except 
in the commerce stream. There has been no 
increase in the number of government-aided 
technical or medical colleges, nor in the col¬ 
leges of education. Indeed, in the latter ca.se, 
there is actually a marginal decline in the 
number of seats avilable; this when the 
country needs to expand its school system 
enormously. In the same period, the number 
of a.spirants for entry into these institutes has 
increased cnormou.sly. With a rapidly 
burgeoning armv of young adults .seeking 
entry into the collegiate world, the .situation 
was bound to reach a crisis level before long. 

The solution that the government of 
Maharashtra came up with is entirely in 
keeping with the trends of the times. Despite 
being well aware of the havoc they are caus¬ 
ing to tcchnic,'il education in the neighbour¬ 
ing states of Andhra and Karnataka, the 


stale government decided to allow the 
opening of new institutes on a ‘no-grant 
basis’ with all the well known attendant evils 
ol this arrangement. Although Maharashtra 
was comparatively late in getting into this 
sordid act, it took a giant step in this direc¬ 
tion when Vasantdada Patil was the chief 
minister. 

Whether the stagnation of the facilities for 
higher education for two generations and the 
solution that the government finally prefer¬ 
red were all part of a design or not, it 
certainly came as a godsend to the politi¬ 
cians of all the parlies in the state, the 
small-towii wheeler-dealers and even the 
local musclemen. Today, everybody who is 
anybody on the state’s political stage has a 
few non-grant institutes under his tutelege, 
more often than not named after himself. 
Maharashtra must he the only state having 
institutes named not only after a dismissed 
deputy chief minister but even after a 
dismissed personal a.ssistant* to a chief 
minister. Because of the multi-facetcd 
advantages that accrue from a non-grant 
college, often in unaccounted money, the 
‘licenced to start such an institute is a coveted 
commodity in Maharashtra today. Only last 
month bickeing over such an institute even 
led to bloodshed and killings in Raigad 
district, hardly 100 km from Bombay. 

With their well-greased connections with 
the state machinery, it is no surprise that 
these political musclemen are easily able to 
short-circuit the procedures and win recogni¬ 
tion for the institutes from the government. 
By and targe tfiere 'has been no difficulty 
from universities either. All the universites 
in the state have in the past shown a benign 
indifference to their supervisory duties, 
mhrrily granting recognition to any and all, 
generally with enthusiasm matching that of 
the sponsors themselves. This is no surprise 
because it is generally the same persons or 
their proteges who also populate the decision¬ 
making bodies of a university. Thus, when 
Vasantdada’s government ‘advised’ the 
universities to accord recognition to all the 
new ‘no-grant’ engineering colleges, there 
was not even a murmur of protest from any 
university. 

Against this background, one may be per¬ 
mitted a degree of scepticism at the sudden 
show of academic rectitude that is current¬ 
ly being displayed by the Marathwada 
university, which has balked at granting 
post-facto recognition to several institutes 
of teacher education with which the present 
state chief minister and some of his associates 
are associated and which have already won 
government recognition. For a university 
which has had no such qualms in the past, 
against which something like 105 writ cases 
are pending in the high court for alleged iih- 
proprieties and misdeeds, this is indeed a 
surprising exhibition of concern for educa¬ 


tional proprieties 

Of course; the fact that it is surprising and 
sudden does not make it any less welcome. 
It is only to be hoped that the university’s 
new-found primness is based solely on 
educational considerations. It is to be seen 
if the university also takes a look at many 
institutes which have been granted recogni¬ 
tion only recently, in similar circumstances. 
Maharashtra witnessed another major scan¬ 
dal last year which, starting with the expo¬ 
sure of malpractices in the university of 
Bombay, culminated in the resignation of the 
then chief minister. In retrospect, it is now 
clear that the entire exercise gone through 
at that time was not aimed so much at clean¬ 
sing the university as at getting rid of a chief 
minister. Once again a chief minister is in 
the’firing line for his connections with a 
university, this time by proxy through the 
institutes he is connected with. 

Over 6,000 students are involved in the 
institutes now under fire. For a majority of 
the rural young, from whom these students 
come, primarily from the dispossessed 
classes, the landless and other poor, a stan¬ 
dard route for rising to the lower middle 
class and a white-collar existence is via a 
village school teacher’s job, which assures 
them of a steady income (even though a pit¬ 
tance) while still enabling them to remain 
in their familiar environment. Often, those 
arc the only available jobs in a village. It is 
these young persons who flock to these col¬ 
leges opened by local bigwigs, often scrap¬ 
ing together a large ‘donation’ to secure the 
admission, relying on the promoters’ bland 
assurance that all the formalities will be 
taken care of. Judging by the past record, 
they had no reason to doubt these assurances. 

It is this class of poor students which is 
now caught between what suspiciously looks 
like a crossfire between different groups of 
politicians, trying to get the better of 
one another. The unfortunate fact is that 
whatever the outcome of the political battle, 
the long-term problems will stay unattached. 
After the latest scandal broke out in the 
papers, the government of Maharashtra 
stated categorically that next year no new 
colleges would be permitted. It is, however, 
silent as to how the state’s need for school 
teachers is going to be met and also about 
where the thousands of young aspirants for 
teaching degrees and diplomas are to go. 

It is likely that some makeshift solution 
will be found so that this group of affected 
students does not suffer (and the ‘pro¬ 
motors' of the colleges go scot-free). But it. 
is abundantly clear that the underiying’basic' 
problems are once t^ain going to be left un-. 
touched. And it is not only the government 
and the political parties which are silent over 
these problems. The educationists and the 
intellectuals of the state, the organisations 
of teachers and professors, the authorities, 
of the univKsities and colleges—all of whom; 
should be involved in the issue—have chosen! 
to look the other way. There has not been' 
any discussion in any of these forums, 
let'alone any serious effort to look for 
solutions. 
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Prevention of Food Adulteration 

Ineffective Legislation 

Anvita Sinha 
N N Mehrotra 


THE main «*jective of food laws is to ensure 
that the food articles which the public buys 
should be prepared, packed and stored under 
sanitary conditions and with such ingre¬ 
dients and such processes so as not to be 
injurious to the health of people who 
consume it. In India, during the pre¬ 
independence period the Indian Penal code 
I860 was expected to take care of noxious 
food. Along with this, various states had 
their own laws to overcome the problem of 
adulteration of food stuffs. This became a 
problematic job for implementing authori¬ 
ties since diff^erent territories in the country 
were subject to different laws on the same 
subject. With a view to removing these diver¬ 
sities and loopholes, a central legislation 
came into force in the form of Prevention 
of Food Adulteration Act 19S4 (PFA Act). 
Its rules were framed in 1955 and are known 
as Prevention of Food Adulteration Rules 
1955 (PFA Rules). The main objectives of 
the PFA Act and Rules are to protect the 
consumer against ill-health caused by 
adulteration; to restrict and control the use 
of food additives and to confirm the nutri¬ 
tional standards of the food. These laws are 
applicable for both kinds of foods whether 
manufactured indigenously or imported. 

Over the years the Prevention of Food 
Adulteration Act and Rules have been 
amended a number of times. (The PFA Act 
was amended three times—1965, 1972, and 
1976.) In 1976 it was amended thoroughly 
with the prime objective of overcoming the 
growing problem of food adulteration, as 
our nutritional standards were already very 
low and it was becoming dangerous for the 
society. The PFA Rules have been amended 
more than a hundred times. These amend¬ 
ments have greatly increased the severity and 
complexity of PFA Act and Rules without 
having significant impact on the achieve¬ 
ment of their basic objectives. In this study 
an effort has been made to analyse the PFA 
Act and Rules with a view to pointing out 
lacunae that exist in our legislaion. 

The PFA Act and Rules can be analysed 
at two stages, firstly at the legislative and 
advisory state and secondly, at the imple¬ 
mentation and enforcement stage. The 
legislation has defined certain terms, fixed 
standards for different articles of foods and 
some processes to be adopted. At the stage 
of implementation and enforcement of 
legislation, i e, for the inspection of manu¬ 
facturing or selling premises and for collec¬ 
tion and despatch of samples for analysis 
and for instituting prosecution against the 
culprit, etc. 

Legislative and advisory Stage 

The first and the most important thing of 
concern is the language of the PFA Act and 
Rules which is too technical to be followed 
by a lay person. It has not taken into account 


the fact that generally the vendors and 
retailers, who are prosecuted the maximum 
are illiterate. (More than 70 per cent of the 
total prosecutions were launched against 
vendors and retailers during the period 1960 
to 1980, as observed in a statistical analysis 
done by S N Rath, 1985.)' Even if they are 
literate, it is difficult for them to understand 
the language of the legislation. On the other 
hand, according to section 19(1) of the PFA 
Act “ignorance of law is no excuse or 
defence'’. To overcome this drawback, PFA 
authorities should organise some legal 
education programme for vendors and 
retailers. 

Let us now look at the constitution of the 
Central Committee for Food Standards 
(CCFS), the ultimate body responsible for 
PFA legislation. Section III gives the details 
of the membership of CCFS and it is worth¬ 
while to notice that it does not have any 
representation from food toxicologists,^ 
non-governmental organisations and trade 
unions* representatives. 

Appendix B attached to PFA Act and 
Rules giving the specifications for various 
foods and food products is not an exhaustive 
one. It does not cover all the food products, 
.specisdly the instant foods which are now- 
a-days Ireing used extensively. K K G Menon 
of Hindustan Lever suggests that amended 
Rule 37A of PFA Rules 1955, which makes 
it mandatory that all food products and its 
labels should be approved by the govern¬ 
ment, is not a step in the right direction since 
it affects mostly mass consumption daily 
items (like dosa mix or papads) purely 
because the specifications for such items are 
not laid down in appendix B of the PFA 
Act’ and if any manufacturer applies for 
approval of its product there is no time limit 
at all laid down for getting it approved.^ To 
make this list exhaustive, regular review 
mechanisms should be evolved. In appen¬ 
dix B, it is not necessary to give batch 
number and date of manufacture for certain 
products (e g, lai mirch powder). There is 
a definite possibility of these getting infected 
by insects or worms, if stored for a longer 
period of time. 

Though the legislation has fixed standards 
and specifications for various food articles, 
the PFA Act and Rules make no mention 
about ensuring the ability of an industry to 
perform alt the tests for the purposes of 
quality control. Small-scale industries may 
also lack appropriate quality because they 
are not well equippM with laboratory 
facilities to control the quality of their 
products.’ With a view to making available 
laboratory facilities to those manufacturers 
who cannot have their own facilities, com¬ 
mon laboratory facilities should be esta¬ 
blished at different centres throughout the 
country under the aegies of co-operative sec¬ 


tor, industrial associations or by govermnent. 

There is no provision in the act to com¬ 
pensate the victims who suffered bodily 
pain or even death due to consumption of 
adulterated food.’ There should be some 
provision to compensate such victims. 

The PFA Act and Rules do not have pro¬ 
vision for standardisation of the methods, 
reagents, and provisions, which are to be 
adopted while analysing the sample. It has 
been observed that the results of public 
analyst and of the director. Central Food 
Laboratory often vary a lot. T his may also 
be due to differences in their methods of 
analysis or chemicals used in the analysis. 
There should be standardised methods 
available to all concerned and it should be 
made mandatory to follow only these 
methods while analysing the sample. 

For certain food articles possibility of 
bacterial contamination always exists, but no 
reference to bacteriological standards has 
been made, e g, for carbonated water. 
Bacteriological standards for all food articles 
should be fixed as early as possible. 

The PFA Act and Rules have adopted dif¬ 
ferent approach while permitting the use of 
additives in various food articles, e g, in 
the case of preservatives,, antioxidants, 
emulsifiers, stabilisers and food colours, 
there is a list of permitted chemicals, whereas 
for food flavours the list is for prohibited 
flavours. Here the former approach reco¬ 
gnises the safety of specific chemicals on the 
basis of experimental evidence while the 
latter assumes the safety of various chemicals 
unless proven otherwise. Similar to other 
countries our approach for flavours should 
also be of mixed type, i ^ the combined list 
of permitted and non-permitted flavours. 
Moreover, if for all food colours the max¬ 
imum permissible limit is the same and if 
it has to be based on intrinsic toxicological 
properties, then fixing same levels for dif¬ 
ferent food colours belonging to different 
chemical groups is unscientific The law, 
therefore, does not reflect any understanding 
of relative toxicities and assessment of the 
degree of risk.’ It is worth noticing that 
there is no mention at all about artificial 
sweeteners in the PFA Rules as to what are 
permitted for use. 

There are some definitions of terms and 
procedures for which wrong interpretation 
can often be made or they are less effective 
in their present form; 

Section 2(ia) (m) of PFA Act reades—‘if 
the quality or purity of the article falls below 
the prescribed standard or its constituent are 
present in quantities not within the pre¬ 
scribed limits of variability but which does 
not render it injurious to health”. Provided 
that where quality or purity of the article, 
being primary food, has fallen below the 
prescribed standard.s or its constituents are 
present in quantities not within the pre¬ 
scribed limits of variability in either case, 
solely due to natural causes and beyond the 
control of human agency, then such article 
shall not be deemed to be adulterated within 
the meaning of this sub-clause. 

As mentioned earlier, it is obvious that 
PFA Act docs not make any distinction bet- 
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ween adulterated and substandard product. 
The vendor or a person is prosecuted in the 
same way whatever the condition be. 

According to the above definition, the 
primary food has been exempted from the 
standards laid down. But there is no men¬ 
tion about the prohibition of its u.sc foi 
further processing for food and if processed, 
whether the products of such primary food 
is bound to conform to the prescribed stan ■ 
dards or not. 

Section seven of PFA Act states that “No 
person shall himself or by any person on his 
behalf manufacture for sale or store, sell or 
distribute: (i) Any adulterated food; (ii) Any 
misbranded food.” Here the act prohibits the 
manufacture of adulterated foods for a 
limited action and does not prohibit the pro¬ 
duction as an intermediate for further use 
for production of adulterated foods. 

The definition of pasteurisation given in 
appendix B of PFA Act differs from the 
standard text book definitions, viz, “All 
pasteurised milk of different classes shall be 
cooled immediately to temperatures of 
10” C or less” but in text books it is 4“ C 
or less. 

Af I HE iMPLhMLNlATION .AND 

Enforcement State 

The enforcement machinery which is 
responsible for effective implementation of 
PFA Act and Rules generally comprnct food 
inspectors who inspect the manufacturing or 
selling premises and collect the samples of 
food articles. The public analy.st and the 
director. Central Food laboratory, are 
responsible for analysis of samples collected 
by food inspectors and the local (health) 
authority who after getting the report are 
involved in launching the prosecution 
against the vendors. 

Section 14 A of PFA Act says that “Every 
vendor of an article of food shall, if so 
required, disclose to the food inspector the 
name, address and other particulars of the 
person from whom he purchased the article 
of the food”. 

However, there is no provision which 
makes it obligatory on the part of the vendor 
to show the warranty or any proof or record 
of his purchase to the food inspector at the 
time of .seizure of the sample. This leaves 
enough scope for manipulation. So it should 
be mandatory for the vendor to show war¬ 
ranty or proof of purchase at the time of 
seizure itself. 

Rules 7 and 9 deal with the duties of 
public analyst and food inspector but there 
are inadequate provisions for supervison and 
analysis of the articles of food in the 
manufacturing concern itself. 

Section 10 of PFA Act empowers food 
inspector to take samples of any article of 
food from: (i) Any person selling such 
articles; (ii) any person who is in the course 
of conveying, delivering oi preparing to 
deliver articles to a purcha. *r or consignee; 
(li) a coniiignee alter delivery of any such 
article to him. 

In this way the inspector can take samples 


of food articles, but there are various articles 
which .serve multiple purposes, e g, coconut 
oil has other uses besides being a food item. 
It is used as a frying medium as well as a 
hair oil and if the food inspector asks for 
a sample of such an item, it can be refused 
to him with the argument that it is not meant 
for sale as a food article. However, it can 
continue to be sold as a food article also. 

Rules 32 to 43 deal with the packing and 
labelling of food articles but these do not 
mention about the labelling of containers of 
food articles which are being sold in loose 
form. It should therefore, be made man¬ 
datory for the vendor to fix label on every 
such item available in the shop (specially 
mentioning about their use). K K G Menon 
also observes that most of the adulteration, 
whether it be in the haldi powder, mirch 
powder or ghee occurs because these 
materials are sold in unpacked form. As long 
as food materials are properly packed and 
branded there is little likelihood of wilful 
adulteration. While the government can en¬ 
courage packaging in foods and take steps 
to see that conditions conducive to more and 
more foods being sold in pack are created, 
one can argue both for the illiterate vendors, 
about fulfilling the above criteria. The 
answer will be that there must be some pro¬ 
vision for the use of symbolic language for 
labelling the container or the material on 
sale 

Rule IS describes about the label on the 
container of the sample which is collected 
for analysis. Its clauses C and O say that 
there should be mention about the name ol 
the vendor as well as the place of collection. 
It will be better, if it is not disclosed and kept 
secret by assigning certain code numbers, 
since it will be definitely helpful in keeping 
some distance between vendor and the 
public analyst. 

Rule 7 (3) gives the time limit fur public 
analyst to submit the results of his analysis 
“the public analyst shall within a period of 
forty days from the date of receipt of any 
sample for analysis, deliver to the local 
(health) authority a report of results of such 
analysis in Form 111”. 

This period of 40 days given to the public 
analyst for submission of report is too long, 
because in the meantime the other identical 
.sample lying in the custody of the local 
(health) authority is often likely to be 
decomposed or spoiled. The report from the 
director. Central Food l-aboratory, often, 
therefore varies from the earlier report of the 
public analyst. If it so happens then it can 
lead to wrong results or interpretations and 
.the culprit mostly gets the benefit of doubt. 
“And the certificate issued by the director 
of the Central Food Laboratory (under sub¬ 
section (2B) shall supersede the report given 
by the public analyst under sub-section (1)!’ 
On the other side, there is no provision or 
scope for defence to challenge the report of 
the director of the Central Food Laboratory, 
even if it is erroneous. 

Appendix A of the PFA Rules gives 
various kinds of forms which are to be used 


for various purposes by office bearers of en¬ 
forcement machinery. The forms II and III 
which are meant for submitting the analy.sis 
report by director. Central Food l.aboratory 
and the public analyst do not even require 
the mention of the date of their analysi.s. 
While going through some of the cases, 
launched during past few years it is observed 
that there is a wide variation between the two 
analysis reports (the reason may be the dif¬ 
ference in methods of analysis or decom- 
(losition of samples). For example in the case 
of khandsari in which the permissible limit 
for sulphur dioxide (SO.) is 70 ppm, the 
prosecution was launched against the ven¬ 
dor on the basis of the report of the public 
analyst (SO, was 107 ppm), but later on he 
was releasee! on the basis of report obtained 
from the dircctr.r. Central Food Laboratory 
because it was found to be within the per¬ 
missible limits. (Decomposition of sample 
causing the release of SOj in the at- 
mo.sphere reduces its concentration in the 
sample.) 

Section 12 says that every purchaser has 
a right to get the food analy.scd, if he tollows 
ccriain prtK-edures as given in the sub-section 
1, 2 and 3 of Section 11 of PFA act. But here 
the provision seems to be ineffective since 
there is no provision in the Act for penalising 
a vendor if he refuses to sell any ailicle of 
food to a puichaser for analysis. 

PRdSK't'llON 

After getting the report from the public 
analyst the local (health) authoiiiy has to 
‘use his mind' for catching the real culprit 
and launching the prosecution. 

Rule 9-A reads as: “The local (health) 
authority shall within a period of ten days 
after the institution of prosecution, forward 
a copy of the report of the result ol analysis 
in Form 111 delivered to him under sub-rule 
(3) of Rule 7 by registered post or by hand 
as may be appropriate to the person from 
whom the sample of the article was taken 
by the food inspector, and simultaneously 
also to the person if any, whose name, 
address and other particulars have been 
disclosed under section 14-A of the Act!’ 

It is clear from this part of rule that there 
is no time limit laid down on the part of the 
local (health) authority for institution of 
prosecution after receiving results of the 
analysis from the public analyst. Since the 
clauses 2 to 2E of section 13 have given the 
vendor the right to request for retesting of 
the sample from the director. Central Food 
Laboratory, if time limits are not laid down 
then there may be possibility of spoilage or 
decomposition of sample which may be 
under the custody of local (health) authority. 
The spoilage is sure to lead to difficulty in 
proper identification and testing of the 
sample. 

S^'iion 17(2) reads as “any company may, 
by order in writing, authorise any of its 
directors or managers (such manager being 
employed mainly in a managerial or super¬ 
visory capacity) to exercise all such powers 
and take ail such steps as may be necessary 
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or expedient to prevent the commission by 
the company of any offence under this act 
and may give notice to the local (health) 
authority, in such form and in such manner 
as may be prescribed, that it has nominated 
such director or manager as the person 
responsible along with the written consent 
of such director or manager for being so 
nominated.” 

The provision to nominate a person may 
not be sound unless the person is also a 
paitncr. Owners are the decision makers and 
they decide all the affairs of the company. 
However, when food inspector catches them 
red-handed, they may escape fronr prosecu¬ 
tion since they had nominated a person 
called the manager (the poor salary-holder) 
as a nominee. 

Section 16 deals with the penalty for 
the vendor and it does not di.stingish bet¬ 
ween the offences involving; (a) wilful 
adulteration; (b) unavoidable contamina¬ 
tion; (c) substandard product. 

Besides, another important factor which 
also contributes to the ineffectiveness of our 
food legislation, is the multiplicity of the 
agencies concerned with the food quality 
control. At present there are a number of 
acts and orders which cover the manufac¬ 
turing and sale of food products. These 
include Pres'cniion of Food Adulteration Act 
1954, Indian Penal Code 1860, Fruit Pro¬ 
ducts Control Order 1955, Vegetable Oil Pro¬ 
ducts C'ontrol Order 1947, Agricultural Pro¬ 
duce (Grading and Marketing) Act, 1937, 
Drugs and Cosmetics Act, 1940, Meat Food 
Products Order, 1973, The Sugar Control 
Order, Solvent Extracted Oil, Deoiled Meal 
and Edible Flour Control Order, The Indian 
Standards Institution Certification Mark 
and Agmarks Standards. There is no co¬ 
herence and co-ordinated working of agen¬ 
cies under these control orders. This can be 
illustiated with the help of the following 
example: the PFA Act and FPO have defined 
the same product in a different way like a 
drink containing 5 per cent fruit juice is a 
fruit beverage or fruit drink under the PFA 
regulation [Appendix B (A) (16.05)] but it 
is only a synthetic product under FPO. In 
fact the latter insists that the product con¬ 
taining less than 25 per cent fruit Juice shall 
have a clear and conspicuous label “contains 
no fruit juice or pulp”." 

In our legislation it is not mandatory to 
publish and advertise all the notifications 
and amendments in newspapers and the 
other ma.ss media. This is the main factor 
contributing towards poor consumer as well 
as u.ser awareness. The main problem exists 
at this level and therefore, educative pro¬ 
grammes for consumers, vendors and 
retailers could solve the problem to a large 
extent. 

Lacunae thus exist at various levels; 
whether it be at the legislative and advisory 
stage or at the implemention and enforce¬ 
ment stage. And here the legislation requires 
a thorough review and modifications at each 
and every level to overcome all the drawback. 
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IN April 1986 the 11th Congress of the 
Socialist Unity Party of Germanyj(.SUPG) 
took place in Berlin. Usually Party con¬ 
gresses in .socialist .societies are occasions of 
enthusiasm, stock taking of work .since the 
period of the earlier congress and of taking 
decisions on questions of economic and 
political development. Max Weber talks of 
three kinds of authority—legal, traditional 
•and charismatic. The leadership role per¬ 
formed by C'ommunist Parties is not in terms 
of any one of these categories. The legal- 
rational category as represented by the 
modern west European state formally means 
rule of law but involves administering un¬ 
equal situation in the civil society. This 
dichotomy of the bourgeois state and civil 
society is brought out by Marx in his work 
on the Jewish Question. The bourgeois state 
attempts to solve questions of science and 
technology, social relations and economic 
production within the contradictions of 
capitalist mode of production. Its rule of 
law, and, large apparatus of bureaucracy 
attempts to recreate that contradiction while 
handling the questions of economy and 
social change. The Communist Parties seek 
to solve the questions of production force.s, 
relations, science and technology in a dyna¬ 
mic fashion, i e, they do aim at recreating 
social relatioiis at a given moment but 
engage in the process of continuous change. 
While the foimal aspect of the administra¬ 
tion may be incorporated in the new state, 
it goes beyond that element and engages in 
a constant process of change by involving 
the population in both intensive and exten¬ 
sive development of material life. It may 
therefore be appropriate to say that the 
Communist Parties are evolving the category 
of ‘dynamic authority’ or if you wish .scien¬ 
tific authority engaging in scientific politics. 

The elements of such a dynamism could 
tentatively be suggested as (a) emphasis on 
social change that invioves handling of scien¬ 
tific management of economy, handling of 
‘old’ and ‘new’ contradictions in the process 
of social change, which in turn is connected 
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with (b) the problems of scientific and 
technological revolution and its linkage with 
Marxism-l>eninism, intensification of pro¬ 
duction and social stratification, (c) The 
scientilic character of the authority may also 
be indicated by the composition of the com¬ 
munist parties, i e, the educational qualifica¬ 
tion. (d) Its dynamic character may also be 
indicated by the age-wise composition of the 
Paity. (e) Its dynamism is reflected through 
its programme and performance and making 
the life of the common pieople better in terms 
of material and spiritual standard of living 
and decision making process. 

The Marxist-Leninist writings .show a con¬ 
tinuum of scenarios on the future of the 
state after the socialist revolution. The com¬ 
munist parties are engaged in both the 
removal of exploitation and enlargement of 
participation through the development of 
the forces of socialism. 

It is within the above parameters that the 
llth Congress of the SUPG is examined and 
that on the basis of the documents of the 
llth Congress held in 1986. In terms of its 
programme the I Ith Party Congrc.ss was a 
continuation of the 9th and the lOth Party 
Congresses held in 1976 and 1981. The 
SUPG did not raise the debate on the quest- 
tion of Advanced .Socialism as it was raised 
in the 27th Congres.s of the Communist 
Flirty of the Soviet Union (CPSli). At 
the time of the 9th Congress, the SUPG 
visualised “... its task to be continued 
building oi an adsanced .socialist society. Its 
ultimate goal is the construction of a com¬ 
munist society!’ In the Report of the Central 
Committee of the SUPti to the llth Con¬ 
gress, Secretary General Erich Honecker 
stated “we will catry on building an advanced 
socialist society in keeping with the resolu¬ 
tions to be adopted by our llth Congress”. 

The SUPG recognises itself to be the in¬ 
heritor of the best in the history of Germany, 
particularly the history of the German work¬ 
ing class. The RCCSUPG 1986 states, "The 
SED is the party of Karl Marx and Frederick 
Engels, Wilhelm Liebnecht and August 
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Bebel, the party of Karl Lcibnechi and 
Rosa Luxembourg... of Ernst Thalmunn, 
Wilhelm Pieck, Otto Cirotewohl and Walter 
UlbrichtI’ For its own people the SL'PO 
stresses the history of the rcsolutionary 
working class in the last one hundred years, 
beginning its history from the activities of 
Marx. The role of the working class against 
princes and Junkets in the 1848/49 bourge-ois 
democratic revolution is considered to be the 
beginning of concrete work on the basis ot 
the writings and work of Marx and Engels. 
The struggle for national unification during 
the 1980s and 1970s in opposition to Prusso- 
German miliiarisni, the struggle against 
German iinpciialism and militarism during 
1900-14 ar: also against rcformi.sm in German 
social democracy, the attempted revolution 
under the Spartacus league in November 
1919, the struggle against Hitlerite Nazism 
and the beginning of the construction of the 
present period arc regarded as SUPG’s tradi¬ 
tion in the German history. This tradition 
is emphasi.scd for its anti-Junkerdom, anti- 
militarism and ultimately anti-fascism. 

Presently the SUPG regards itself as a 
“modern socialist state" which has registered 
a national income of 1,081 billion DM 
during 1981 and 1985, and of this rise 90 per 
cent is due to labour productivity. Unlike the 
very critical tone of the CPSU Central Com¬ 
mittee Report to its 27th Congress, the 
SUPG reveals a self confidence borne by the 
economic growth of the German Democratic 
Republic. Us economy has the Fixed assets 
worth 1,300 billion DM. Their volume has 
grown by 21 per cent since 1980. In the last 
Five years its output incrca.scd to the point 
that it was on a par with that of 20 years 
from 1949-1968. The Report says “In 1985, 
the equivalent volume of output produced 
in the whole of 1970 was achieved within 
only 25 weeks’*. It is reported that the 
“GDR has sustained its economic and social 
development over the past fifteen years” and 
claimed this to be a “historical testimony to 
what existing socialism is capable oF'. 

In the face of this testimony, Rudolf 
Bahro’s critique of Parly and its summit in 
existing socialist seems misplaced. This 
critique, in “The Alternative in Eastern 
Europe” published in 1977 says “... the 
party organisation as wc arc concretely faced 
with it, hangs on to an obsolete picture of 
the world and model of behaviour, that it 
functions scleroiically as a social organ of 
knowledge at the ‘physiological’ level, and 
neurotically at the ‘psychological’ level. 
Brains whose capacities and functions are 
disturbed and reduced in this way generally 
lead sooner or later to the demise of their 
organisms, since the decisions they make lie 
too far fiom the optimum and must do so, 
often .being only suited to entangling the 
overall system still deeper in crisis. The Pany 
organisation of today is a structure that 
actively produces false consciousness on a 
massive scale. At the summit, this false con¬ 
sciousness leads to decisions and resolutions 
that cminot represent an adequate intcr- 
pretatior of social needs, necessities and 


possibilities. It is conditioned like a Pavlovian 
dog which needs a long period of time to 
unlearn a habituated reaction into a signal 
once this signals significance changes!’ 
Rahro posits a contradiction between the 
Party and the people. 

Emphasis ON Accei eratel Prodl'ction 

The party promises to manage socialist 
relations of production in a manner con¬ 
ducive to the dynamic development of the 
productive forces and in this it emphasises 
the scientific-technological revolution as an 
input into accelerated intensive production. 
The accelerated production will require 
intensive inputs and not a strategy of exten¬ 
sive development of combines. In this the 
SUPG’s strategy is similar to the CPSU. 
Commenting on acceleration, Mikhail 
Gorbachev said “In advancing social and 
economic development. Comrades, the 
Central Committee has in mind... a tran¬ 
sition to intensive development...” The 
SUPG report says, “Our economic strategy 
upto the year 20(X) is designed to promote 
intensive patterns of production and put 
them on a lasting “basis”. 

At the centre of “this entire effort is 
micro-electronics, whose large-scale appli¬ 
cation is at the centre of innovations”. 
Automation of industries, the use of indu¬ 
strial robots (which would be 75,0(X) to 
80,000 between 1986-1990), optical com¬ 
munication, and biotechnology will be at the 
heart of this strategy. Apart from this the 
Party has decided to make “an economical 
use of all fuels, raw materials and feed¬ 
stocks” and use of indigenous raw materials, 
and development of local crafts in the 
cooperatives and private crafts sector. The 
Report also emphasises the economical use 
of lignite, efficient lignite mining and a shift 
to nuclear fuel as part of its strategy of 
intensive development. 

How do these processes take place actually 
and what do they mean for the people? 
Some of the reports at the 11th SUPG Con¬ 
gress enable us to see these processes. 
Christel Dobberitz, deputy headmistress of 
the Hans Beimler secondary school in 
Schlagadorf said, “I come from a village... 
whose development represents a part of 
GDR history... Equal opportunity has 
become a fact of life. This has been of no 
small importance in overcoming the distinc¬ 
tions between town and country* She said 
“In painstaking day-to-day work, wc asser¬ 
tively take issue with the falsification and 
lies, past and present, thought up by the 
imperialist ideologists!’ 

The distinction between the town and the 
village is gradually being removed with the 
help of technology. Gerd Engel, an agri¬ 
cultural engineer, shows in his speech'how 
this happens. He .said, “We had to increase 
the efficiency of agricultural production by 
introducing microelectronics and robotics”. 
Delineating the development of technological 
inputs from horses to tractors, lorries and 
harvester combines, he said, “Let me give 
you an example to illustrate our approach 


to the problem... State farm at Eiseicben... 
produces a major share of our country’s 
apple yield of 1,.30,000 torts!’ This is supplied 
to Halle which uses them till the next 
harvest. Hard physical work by women is 
necessary to move and stack up to one tonne 
of apples per hour. A movement was started 
to “build stacking robots which were fol¬ 
lowed by weighing robots and robots that put 
the apples in the net bags... This brought 
a drastic change in women's working con¬ 
ditions. They began to work first and 
foremost a- operators!’ Robotic combi¬ 
nation helped in social and intellectual 
emancipation. 

As to the industrial combines the re.search 
and development potential is allowed to 
develop in collaboration with the Academy 
of Sciences. A candidate member of the 
Central Committee, and also the manager of 
the combine said. “The important experience 
we gained together with our colleagues at 
the petrochemical plant in Schwedt and the 
Academy of Sciences in the construction and 
test operation of the world’s tirsi large scale 
plant for the biolechnical production of 
single cell protein feed from crude oil 
tailings at Schwedt are proving invaluable 
in this conna-tion!’ The Central (!ommitlce 
Report also emphasises the need for close 
co-operation between combines and the 
Academy of Sciences in basic research and 
in natural and engineering sciences relevant 
for manufaciiiring procc.ss. Exploration, 
extraction and utilisation of indigenous raw 
materials, preparation of feedstocks from 
indigenous raw materials, application of 
biological techniques including genetic 
engineering to upgrade feedstocks are 
necessary. 

What is the essence of this emphasis on 
intensive development for the people in 
terms of working conditions and living con 
ditions? Andrea Roetschke, a machine 
operator at a power station told the SUPG 
Congress “1 am proud that I can inform you 
that iny work team made a major contri¬ 
bution to maintaining .stable electricity sup¬ 
plies during the last winter. In January and 
February, when temperatures were at their 
lowest, we managed to provide 980 megawatt 
at precisely the time when the demand was 
highest. That was 98 per cent of the nominal 
capacity of section 3 and more than ever pro¬ 
duced at the Boxberg power station before. 

“.. .We shift workers’ benefit every day 
from the welfare programme initiated by our 
party, and we arc ready to give of our best, 
come what may, to live up to our respon¬ 
sibilities. This is because we are well aware 
of the current relationship existing between 
our work and the current issues to be solved 
by mankind!’ The entire effort involved 
“simultaneously saving 5 million tonnes of 
lignite and 0.2 per cent of the plant’s internal 
power”. 

From maintaining provision of basio 
facilities and simultaneously saving on the 
fuels, socialist endeavour means a better 
life for a co-operative farmer, children, 
intellectuals and others. The Secretary of the 
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Thomas Muntzer Co-operative farm said. 
“Wc are studying the expeiicnccs gained 
from computer-aid production control at the 
dairy unit of the livestock producing co¬ 
operative farm. 

.. The performances achieved by the 
farms of our interfarm complex will, in close 
co-operation with the village councils, lead 
to improvements in working and living con¬ 
ditions and vivid intcllcctuat and cultural life 
of our villages. Since the 10th Party Con¬ 
gress much has been achteved in our co¬ 
operative farm through the construction of 
20 dwellings and a restaurant as well as the 
modernisation of 11 homes. We will con¬ 
tinue with the modernisation of our old 
farmhouses, improve supply of drinking 
water and tackle other major tasks that will 
help make life in the country more attrac¬ 
tive, especially for young people!’ 

A manager of the sales department ot the 
children's underwear and knitwear at the 
(. entrum department store on Alexanderplat/ 
in Berlin said “I ast year our turnover, the 
volumes of goods sold and net profit had 
doubled compared with 1970. You may well 
say that wc arc just playing with figures, but 
we sec it differently. 

“In the trade sector, such figures stand in 
the first place for satisfied or less satisfied 
customers and for ihe-grcal efforts under¬ 
taken by many members of out staff to meet 
customers’ wishes, and even when a sales 
woman, perhaps a young mother is ab.sent 
from wor k there still will be the right number 
of staff in the department store during the 
afternsMins and evenings and particularly on 
Saturdays. 

“In the children’s department we continue 
to run special customer services such a.« 
assisttng expectant mothers in putting 
together the first outfit for their new born 
children, of which there are over 17,000 
annually in Berlin alone. Another special 
service we offer caters for large families, 
kintergariens, crechps and children’s homes. 
These services are very populaK’ 

As per these reports it is clear that the par¬ 
ty’s emphasis on intensive development at 
the lOih party C'ongicss led to economic 
giowth and the translation of this into a 
policy of satisfying basic needs of all with 
emphasis on women and childten, generally. 
Cioing by these repoi is it is also evident that 
the scientific technological input into the co¬ 
operatives lelieves women of difficult work 
while .It the same time-transforms them into 
skilled workers. The place of wotk and also 
the nature of work undergo a change that 
make life a little better than what it has been. 
The process shows that it is not only in pro¬ 
vision of infrastructural facilities but also 
the development of personality that the 
essence of the changes is involved. 

In the ilth Congress, the SED promises 
not only the satisfaction of the basic faci¬ 
lities for the people but also the application 
of the scientiric-technological results in con¬ 
sumer hems and these include ithms of enter¬ 
tainment. It is well known that the priority 
sectors in this area are medical services and 


health care. The medical scivices are sought 
to be improved in the following areas, ‘•im¬ 
plantation of the cardiac pacemakers and 
artificial joints, kidney dialysis, endoscopy, 
ultrasonic diagnosis, computeiised tomo¬ 
graphy, high voltage radiotherapy, caidiac 
surgery and neurosuigery, kidney and 
marrow transplant suigcry, and psycho¬ 
therapy!’ OI course such lacilitics arc 
available in the w-cstern world. The dif¬ 
ference between the two is that these aie 
easily accessible to the ordinary citi/en in the 
GDR, while it is not, owing to the medical 
cost.s, in the west. 

The consumers' needs and entertainment 
are taken into account like enrcrtammeiit 
electronics, household appliances, etc, and 
adequate .supplies of these is assuicd. Con¬ 
sumer services arc scheduled to rise by 28.1 
per cent. 

PMtlY Oroanisahon 

The organisational face ol the party 
reflects the dynamism that is ilieic in its 
economic performance and promise. The 
Credentials Committee Report (CCR) shows 
thai the majority of the delegates to the 
Congress did so for the first time. The 
delegates to the Congress lepresenlcd 
21,99,741 full members and 1,04,380 can¬ 
didate members. At the lime of the lOth 
Congress of the Party the figures were 
20,69,629 and 1,02,481 respectively. 63.7 per 
cent ol all delegates attended the Congress 
for the first time. Since the 8th Party Con¬ 
gress 371 delegates took part in all consulta¬ 
tions of the highest bodies. Of these 12 were 
those who had participated in the unifica¬ 
tion Party Congress of April 1946. The total 
number of delegates present at the 11th Con¬ 
gress were 2,563 with full voting rights and 
112 delegates had no voting rights. 

The breakdown of the delegates .shows the 
preponderance of the workers, follovyed by 
intelligentsia, co-operative farmers and 
members of other social strata. The respec¬ 
tive figures are 65.2 per cent, 26.7 per cent, 
1.2 per cent. Also 30.3 per cent were women 
participants. The breakup of delegates 
representing various sectors is the following: 
Industrial and construction .sectors 921 
delegates; transport, postal and telecom¬ 
munications and trade 143; agricultural 
enterprises, torestry and food 280; scientists, 
pedagogues, doctors and cultural workers 
295; supervisors and chairmen Oi the co¬ 
operative farms 214; youth team and young 
researchers 340; and “Natural Gas Pipeline, 
USSR" 03. 

The political and technical calibre of the 
delegates is indicated by the fact that 80.R 
per cent of the delegates had attended a 
party school and 70.6 per cent a university 
or technical college; 88.5 per cent of the 
delegate were skilled workers. 

Workers account for 88.5 per cent of the 
delegates upto the age of 25. The Party has 
been successful in getting the younger people 
into it this time which is also the continua¬ 
tion of its feature at the time of the lOth 
Party Congress. 


It is clear from the posts that the delegates 
have held that they arc leading party func¬ 
tionaries. Out of the total number of dele¬ 
gates 2,372 aie elected functionaries. This 
means that only 191 were ordinal y members. 
414 were Secretaries of Central party com¬ 
mittees, branch and suh-branch committees. 
It would be interesting to know the breakup 
of these—769 delegates were members of 
elected as.semblics at various Ic-vcls. However, 
it IS not clear by the Credentials Committee 
Report as to how many of the delegates were 
from the grassroot organisations, what is the 
repre,sciuative strength of various sectors of 
economy and how many were from higher 
and middle party and state apparatuses. 
These indicators would show the sectoral 
and level of representation. 

I'hc occupation-wise break-up is as 
follows (among full members). Ministers and 
deputy ministers 38; representatives of SED 
coumv units and Central Committee ap¬ 
paratus 69. Some of ihc.se ate duplications 
because the same person is in both the Party 
as well as state apparatus. Nine members 
hold double positions. The representation of 
State and Party apparatus is predominant 
among full Central Committee members. 
Among the candidate members the represen¬ 
tatives of SEl) in the combines and co¬ 
operatives are more in comparison to those 
who aie in higher echelons of the part^ A 
lot of candidate members are mayors, 
managers of combines, engine operators, 
chairmen of co-operatives, state secretaries 
of Planning Commission, members of 
higher bodies of the youth organisation, 
journalists’, association, writers, members of 
county hospitals, representatives of the 
GDR’s National Front, intellectuals and 
teachers. 

The Politburo of the Central Committee 
consists of twenty-two members and one 
General Secretary plus five candidate 
members. The largest number of members 
come from the age group of 55-59, i e, nine; 
eight are between 70 and above, one between 
60-69 and one between 45-49. 

The secretaries of the Central Committee 
are ten apart from the General Secretary. Six 
of these secreiaiics belong to the age group 
of 55-59 years. One of the.se is a candidate 
member (Ingeburg Langc-womcii) and ten 
arc full members (Honecker,- Axen, Dohlus, 
Felfc, Hager, Hermann, Jarowinsky, Krenz, 
Mitlag, Schabowski). At the time of the lOlh 
Congress there were eight secretaries as full 
members. Among those ssho are diopped is 
Paul Verner, who coniimics in the Central 
Committee. Krenz ami Schabowski are the 
new secretaries. In the lOth Congress 
Jarowinsky (reprcseniing trade and distribu¬ 
tion) was a candidate member. At this Con¬ 
gress he i,s a full inembCT. Erich Muckenberger 
is the chairman of the Central Commission 
and Kiirl. .Seibt is the Chairman of the 
Central Auditing Commission. 

Out of the Secretariat members five arc in 
the Council of Slate of the GIJR (Bonccker, 
Fclfe, Hager, Krenz, MIttag). Schabow.ski is 
the Tirsi Secretary of the Bctlin county com- 



tate Bank Statt (jnllege at 
Hyderabad completed 
25 years of management 
training in Doccmber 
1086. It is the oldest training 
institution among commen:ial 
banks, and the largest in the Indian 
Banking System. 

The State Rank establishes 
leadership in the Indian banking 
field through quality of re.srmrces, 
caiiacity. size and capability. The 
Staff Cloilegc. an in-house training 
institution for the group, reinforces 
this image in the specialist 
academic world of high-level 
functional ond management 
training. It conducts nearly 
200 programmes each year, 
covering about 4,500 officers of the 
middle and .senior levels Time and 
again, critical conferences have 
been conducted here and the 
College has played an additional 
rale of the centre for creative 
thinking in the State Bank family. 


and seventy training centres, 
training an impressive 80,000 
employees each year. 

State Dank training has. over the 
years, built a vital breed of bankers 
who can sensitively interpret the 
environment and skilfully conve- 
Its opportunities into productiv 
banking deals — who are not r lerely 
committed managers of tiie Bank's 
branche.s but are agents of change In 
the communities they serve. In sum. 
it has developed into a management 
devolopir.Lrnt institute for the State 
Bank Group. 

The sprawling campus of the Staff 
College, situated in the heart of the 
City, is self-sufficient in every sense. 
Fully residential, it accommodates 
up to 200 trainees fram all parts i.'f 
the country at any time. I'roinees 
hail from all parts of the country, 
providing an additional channel of 
learning through the ri('.hness of 
Ih^'ir experience. Trainers are 
themselves sucasssful bankers 
drawn rotationally from operations, 
going back into the field after the 
assignment, ensuring a renewing 
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process of change and betterment 
both for the system and the individual. 

Training in the State Bank Staff 
College is more a participative 
“learning" than a “teaching" 
prarass. with the Faculty facilitating 
such learning. To this end, the 
training methods are judiciously 
matched to achieve an effoctive 
blend of lectures, group 
discussions, case studies, audio¬ 
visuals and panel discussions. 

An excellent library, housing over 
l.hOOO volumes and receiving 
approximately 20U domestic and 
international journals, provides 
further learning opportunities. 

In the State Dank, prnactivity is a 
key function assigned to the training 
system which fulfils this function 
by identifying nascent and emerging 
needs and meeting such m.>eds with 
new (xiurses, inputs and modes of 
delivery. One such proactive 
measure to be shortly taken up by 
the College is to provide its busy top 
executives in this age of information 
explosion with predigested 
information in all inipurtiiut areas in 
capsule form through “educational 
briefs" and “transcription .services”. 

B ehavioural Science & 

Organisation Development 
Programmes 

The State Bank Staff College was 
among the first among the 
training institutions of the country 
to formally adopt behavioural 
science and organi,sation 
development programmes in its 
cunriculum. The objective was to 
promote individual growth for 
achieving organisational 
effectiveness and blend individual 
values and aspirations with 
ciganisational goals. The Bank 
recognised that whatever be an 
individual’s function in the Bank, it 
is his effectiveness in carrying out 
tlie human side to It and his ability 
to work in a team that largely 
influences his success. Such 
learning process was carried out not 
merely in the cla.ssroom but was 
spread on work-sites through the 
building of a team of internal 
change agents. 
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T he TraininR Fraternity 

A life of twenty-five eventful 
years on the post-' 
Indupemlence training scone in 
' linlia has meant for us thebuilniug 
of a rich network of mutual ly 
rewarding relationships with most 
of the management education 
institutions of repute in the country. 
Anil a growing reputation for 
committed and quality training 
expertise among banks abroad too. 
For into these twenty-five years is 
compressed a concerted search for 
excellence that has taken us to the 

ranks of the very best. 

Mutual collaboration with oAor 
institutions takes four principal 
forms: 

1 Design and administration of 

’ customised training packages 

for overseas banking 
institutions. 

2. Extension of Faculty support in 

fmancidl, managerial and 
behavioural science areas. 


-- 

3. Hosting of participants from 
other Indian and foreigji banks 
in our programmes. 

4 Drawing on external Faculty 

expertise in the emerging areas 
of corporate importance. 

The customised packages 
administered include 

1. Financing of Small and Medium 

Industries with special 
refstence to Rehabilitation of 
Sick Imluatrles for Sri Lanka. 


ii. Small Industry Financing for 
Nepal. 

iii. AdvancedOoiirse int.redit 

Analysis for the Institute of 
Banking Studies, Kuwait, 
iv Management of Problem Loans 
for the Institute of Banking 
Studies, Kuwait. 

Our Faculty frequently take classes 
in the Administrative Staff College 
of India (ASCI), the National Police 
Academy, the National Institute ot 
Small Industry Extension Training. 
Institute of Cliartered Accountants, 
ECGC, IDBI, Bankers Training 
College and a host of other 
institutions. Similarly, experts in 
fields related to ours from the 
Indian Institute of Management, 
Ahmedabad, the Resew Bank “f 
India, Administrative Staff Mlege 

of India and many other leadu^ 

organisations address our participants. 

Officials from Midland Bank p.l.c. 
(UK.), Deutsche Bank AG and 
Dresdner Bank AG (Germany) have 
attended credit management courses. 

Ust of Core Programmes 
• Management Development 
Programmes 

e Credit Management Programmes 
e Special Credit IfrogrammesOT 

Working Capital Management-- 

Senior level Managers 
e Pro^amme on Financing and 

Rehabilitation of SSI units 
International Banking 
Programmes 


Milestones in our training history 

1954 

Training Schools set up in Calcutta, 
Bombay and Madras. 

1955 

State Bank of India incorporated. 

1961 

The State Bank Staff College 
established at Hyderabad 
1967-68 

I'raining capacity increased to 
match branch expansion. 

1971 

The College moved into its own 
now spacious premises with 
5 wings — introduction of new 
management development inputs in 
the programmes. 

1972 

Reorganisation of the Bank's 
structure and market segmentation. 

The Ck)llege played an active part in 
.stabilisation of new structure, new 
roles and functional specialisation. 
Specialised programmes introduced 
in the areas of credit management, 
inlornatinnal banking, agricultural. 
finance management, marketing, 
personnel management and brancJi 
management. Ini:rf:H.sed nignber of 
training (entres and introduction of 
Faculty Development Programmes. 

1979 

Modular structure Introduced in the 
Rank. More emphasis on 
developing interpersonal skills, role 
appreciation, rol.s linkages, etc. 

1981 

Creation of Institute of Rural 
Development and transfer of 
agricultural and rural development 
progiammes to it. In 1986, the 
Institute was shifted to new premises. 

1982 

Creation of another apex-level 
College at Gurgaon. Last year, the 
College took over another wing at 
the Management Development 
Institute. Gurgaon, thereby raising 
the total number of wings to throe. 

1986 

Silver jubilee of tire College. 
Development of advanced 
programme.s for senior executives 
and sophisticated programmes in 
aew banking areas. 

• International Merchant Banking 
Ifrogrammos 

• Marketing Programmes 

• Personnel Mahageme^and 

Industrial Relations Ifrogrammes 

• Organisation Development 
Programmes 

• TrainersPiPgramn.es 

Proarammes in Computer 
Appreciation and Mechanisation 


BuiLDmGHtJMANKESOTOCESTHRODGH Training 
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mittce of the SED. Kessler represents defence, 
Kleiber represents CMEA, Krolikowski 
represents foreign affairs, latem represents 
education, Miclke represents state security, 
Stoph represents council of ministers, 
Tisch represents Free Cierman Trade Unions 
and Gerhard Schurer (a candidate member) 
represents State planning commission, 
Sindermann represents people’s chamber. 
Earlier at the 10th Congress Kleiber was a 
candidate member and represented General 
Mechanical Engineering. At the 10th Con¬ 
gress the Free German Youth was represented 
by Kreuz; Hans-Joachitn Willctding, Secretary 
of the Central Council of the Free German 
Youth, is the candidate member of the 
Central Committee. There is no one in the 
Politburo or the Secretariat. 

The leadership of the party thus combines 
the Party, state and mass organisations. It 
also combines in it the heads of important 
sectors of the State. This is done with a view 
to implement smoothly the decisions made 
at the Congress. The run up to the Congress 
must have involved the membership of these 
apparatuses, sectors and mass organisations 
in the decision making. Since the middle of 
the 1950s no signs of expression of opinion 
outside these forums have been visible in the 
GDR either in the form taken in Poland or 
Czechoslovakia. Since the party is able to 
carry with it the rnass of the people, involve 
them in its programme, collaborate with the 
other political parties in order to involve 
other sections of the society not under the 
direct SUPG influence, maintain dynamism 
of the economy and translate the benefit to 
society it would be theoretical and im¬ 
plausibly hypothetical to posit a situation 
in which the citizens do not express them¬ 
selves through the available opportunities 
and/or revolt. 

The party is involved iA the process of 
social mobility through which it achieves 
social homogenisation and intellectualisa- 
tion. However, all kinds of problems both 
at the level of perception and performance 
may arise in the implementation. In case that 
happens—and this is not in the realm of the 
make believe—party functionaries will have 
real difnculties either in carrying the 
message through to their wards or transit to 
the higher bodies, the causes of resistance 
to change. 

It is possible that given the relatively 
backward perception of the co-operative 
workers, the party functionaries may dis¬ 
cover difficulty in introducing scientific and 
technological change. A representative of the 
co-operative farm said at the Congress, “It 
is and always has been necessary to main¬ 
tain a positive attitude towards new develop¬ 
ments amongst all comrades and managers, 
since they are entrusted with the task of 
patiently winning over all members of the 
co-operative farm to the idea of maximum 
yield strategies!’ There is need to combine 
politics with science in order to win over the 
masses in the countryside. This becomes 
more necessar> because these are areas 


where the churches may also have their pull. 
Of course by all reckoning the state and 
church relations are marked by co-operation 
but the pull of religion against scientific- 
technological change may be an ideological 
hindrance to the strategy of intensive pro¬ 
duction planned for the next five years and 
upto the end of this century. 

In conclusion the following points may be 
made viz (a) There is a basic continuity in 
the programme and methods to achieve that 
programme in the 11th Congress, (b) Since 
the last three Congresses emphasis has been 
on development of advanced socialism 
through intensive pioduction with micro¬ 
electronics as the base of the industrialisa¬ 
tion accompanied by lobotics and bio¬ 
technology. (c) In contrast to the 27th Con¬ 
gress of the CPSU the mood of the Congress 
was enthusiastic and less self-critical of the 
previous years. In the CPSU documents 
stagnation signified the reference to the 
Brezhnev years and initially in the discus¬ 
sions during the run up of the 27th Con¬ 
gress, the concept of advanced socialism 
were also questioned but not rejected. In the 
.SUPG neither was the past de.scribed as stag¬ 
nant, nor was the idea of advanced socialism 
questioned, (d) The composition of the 
leadership shows a continuity which is again 
a GDR specific, and the preponderant 
leadership is relatively young going by the 
composition of the Party generally and the 
Central Committee, the politburo and the 
secretariat in paiticular. This factor along 
with the factor of dynamic economic growth 
and its translation into social benefit 
accounts, perhaps, for the lack of strident 
self-criticism of the Gorbachev style, (e) The 
benefits of economic growth have percolated 
to the people both in terms of basic facilities 
and entertainment, (f) Since the Party has 
shown and promises dynamism and links 
itself upto the history of the working people 
of Germany since last hundred and odd 
years, there is little scope at present, of the 
political system (that it controls) failing in 
its function of social integration and mobi- 
lily- (g) Therefore, at the 11th Congre.s.s the 
enlargement of socialist democracy signifies 
on the one hand continuation of the SED 
as the leading exponent of ideology. It pro¬ 
vides the linkage between ideology, economy, 
polity and science and technology. It ag¬ 
gregates and articulates the interest of the 
people. On the other hand, it provides for 
the political system, mass organisatioas and 
forums in enterprises to provide avenues of 
expression and participation. The constitu¬ 
tion itself guarantees a system of rights and 
duties, lb begin with centralised planning 
and the role of the trade unions were blended 
in the interest of the people. The 11th Con 
gress emphasises the enlargement of parti¬ 
cipation at the grassroots. 

Having said this it must be recognised that 
this is an area where the rational-legal 
component, the component of social change 
and care of peoples concern have to be 
assiduously studied and decisions taken. 


I'his is an area of acute significance for in 
this lopsided emphasis on any one can cause 
complaints, discontent and a feeling of 
injustice. The Central Committee Report 
enters the realm of ‘ought’ on this and .says, 
“Closeness to the people, .sincerity, con¬ 
sistency and a sense of justice in dealing with 
them, well-grounded methods of work, strict 
adherence to the law, and profound loyalty 
to the state; all these combined must be the 
professional ethics of every official in our 
workers’ and farmers’ state!’ 

The SUPG is faced with the herculean 
task of managing the human factor along 
with the process of scientific-technological 
revolution and intensive development. This 
it aims to do without creating an ethos and 
psychology of modern capitalist industrial 
man and negative aspects of capitalist 
society’s management and administration. 
The dilemma is that while it cannot do away 
with the clement ot admimsfration of people 
it must forward the process in which the 
transition to administration of things is 
achieved without slide back. 

At a more abstract level the SUPG cannot 
be viewed as pleading for administration as 
opposed to self-governance in the process of 
social change. It is not pleading for status 
quo as opposed to change. It is not pleading 
for bureaucratism as opposed to some anar¬ 
chistic or pluralistic vision of democratic 
society. To pose the question in terms of 
totalitarianism vs pluralism, bureaucracy vs 
participation, or coercion vs consent would 
be inadequate. 

The analysis of the SUPG role in manag¬ 
ing the human, scientific, technological, 
economic and social factor must be carried 
out from a whole range of options to be 
determined by the situation and response 
of the leadership. The situation and the 
dramatis personae will determine a course 
of action that would have all the drama or 
melodrama of elements involved in a whole 
range of options available within the spec¬ 
trum of transformation from dictatorship of 
the proletariat to state of the entire people. 
The emphasis on status quo and change, 
administration and self governance, central 
control and broadening participation, con- 
.sent and coercion will continue to exist. This 
is not to say that the SUPG’s system is com¬ 
parable to the western system. The distingui¬ 
shing feature being the administering of 
.social change and industrialisation without 
the negative aspects of western capitalist 
society and man. Which of the elements 
overtake the other and distort the situation 
is difficult to prognosticate. When and if 
that does happen the SUPG will have to 
meet the challenge of restoring the balance 
of the elements. So far SUPG's scientific 
politics has borne fruit. The process of scien¬ 
tific politics is complex and gets complicated 
by the external and internal factors. How will 
it hkndle the complexities and complications 
can only be speculated upon and hypothised. 
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PERSPECTIVES 


Poverty and Malnutrition 

P V Sukhatme 


TEN years ago most of the malnutrition 
report^ from nutrition surveys was believed 
to be the result of inadequate concentration 
and <|uality of protein in the diet. So acute 
was believed to be the deficiency that 
developing countries were advised by the 
United Nations that unless immediate 
measures were taken to produce protein>rich 
foods and distribute them among children 
through special nutrition programmes, their 
economic, social and physical development 
would be completely arrested. Subsequent 
research however showed that the limiting 
factor in the diet of the developing countries 
wa.s not protein, but energy. The latter 
depended primarily on the quantity of diet, 
which ill turn were determined by the pur¬ 
chasing capacity of the people, The per¬ 
sistent nature of malnutrition thus came to 
be explained by the poverty of the people 
So stark was the element of food in the 
deprivation of the people that some SO per 
cent of the people in India are estimated to 
be starving for want of adequate purchasing 
capacity. What is worse is that this propor¬ 
tion of the starving poor is reported to be 
rising. I am not, therefore surprised that the 
problem of poverty and malnutrition con¬ 
tinues to receive the active attention of the 
scholars, the press and the publie 

I have been asked three sharp questions 
on this theme The first of these is: Are the 
poor doomed to starve? The wording of this 
question shows grave concern for the fate of 
the poor. At the same time it conveys scant 
regard for the efforts made in the past to 
combat poverty. 

The Planning Commission recognises that 
a person docs not live by bread alone and 
that the poverty line should ideally include 
the consumption of items other than food. 
This, however, is not easy to da Apparently, 
what the Commission visualises is a basket 
of consumption which consists of a mini¬ 
mum quantity of food (calories) and also 
a minimum amount of non-food items. 
Suffice it to say that the consumption basket 
so visualised is converted into value terms 
and that becomes the poverty line. 

As you can see, there are three distinct 
steps involved in the procedure of detesmin- 
ing the poverty line. The Commission 
assumes that the calorie norms prescribed 
by the ICMR constitute the basis for 
c^culating the mim'mum level of calories per 
caput. In making this assumption, the Com¬ 
mission ignores the fact that calorie norm^ 
by definition, represent averages of habitud 
intakes in healthy active individuals of each 
age sex group. It follows that poverty 
estimates which use calorie norm as the cut¬ 
off point, will include a proportion of people 
whose h^tual intnlms are below the per 
caput norm, but who, nevertheless, are 


healthy and active, with a pattern of activity 
similar to the reference individual. Estimates 
of poverty based on average (calorie norm) 
are, therefore, bound to overstate the 
absolute magnitude of poverty which use 
calorie norm and the associated consump¬ 
tion of non-food items to derive the poverty 
line 

There are also other iniplications of using 
calorie norm as the cut-off point. If a person 
eating below the norm is to be classified as 
undernourished, then the one eating above 
it must also be called as ovemourished. In 
other words, the incidence of malnutrition 
in the population will be 100 per cent. If this 
were true, it would imply that the more 
serious problem with us today in India will 
be overnutrition and not undemutrition. It 
follows that energy requirement (habitual 
intake) of an individual cannot be a fixed 
figure as assumed in current nutrition theory 
and implies variation in daily intake of 
which a part will be non-random. The mean¬ 
ing of non-random component is that a 
human being is endowed with a homeostatic 
mechanism which works for the good of the 
whole body and enables the individual to 
regulate the pattern of variation in energy 
balance over a range determined by its 
magnitude much in the same way as the level 
of oxygen, carbondioxide, salt, hormones 
and concentration of sugar in the blood are 
regulated. It also implies that should the 
regulation be disrupt^, the individual can 
control the pattern by initiating appropriate 
negative fe^back. 

lb summarise^ the Planning Commission 
assesses the size of the poverty problem as 
if the energy requirement is fix«l in an indi¬ 
vidual, which it is not. In other words, the 
Commission ignores the fact that energy is 
used with increasing inefficiency over the 
range of homeostasis. If we allow for this 
variation, we obtain estimates of poverty 
which are found to be much lower than 50 
per cent. But this is only a part of the story. 
More important is the fact that under a sus¬ 
tained impact of anti-poverty programmes, 
the poor have shown evidence that they can 
also modify their preference for foods and 
non-food items to a point where they are not 
only able to meet their minimum energy 
needs, but actually effect savings from the 
income they receive from the anti-poverty 
programmes. There is, thus, a clear in¬ 
consistency between the pattern of expen¬ 
diture of the poor follow under the impket 
of anti-poverty programme on the one band, 
and the rigid method which the Commission 
adopts in estimating the poverty line based 
on fixed energy norms. The latter is not 
related to the strategy followed by the Plan¬ 
ning Commission to combat poverty. There 
is abundant evidence to show that the poor 
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have benefited from the anti-poverty pro¬ 
grammes and continue to benefit with results 
which bold great promise for the future; 
There is, of course a leakage arising from 
bureaucratic rigidity and corruption but the 
good that has come out far exceeds the 
leakage. The poor are therefore; not doomed 
to starve as the questioner suggests. 

now come to the second question, viz. 
Is it possible for the underdeveloped coun¬ 
tries to feed their populations properly? 

However, before I come to this question, 
we need to find out where the intra¬ 
individual variation comes from? Surely, this 
variation in energy intake in healthy active 
subjects is not prefigured in the genes as 
Wilson, guided by the work of Watson and 
Creek in the 50s, would have us believe; nor 
is shaped by experience and environment as 
Pavlov thought in the early thirties. Actually, 
it arises from the synergistic action between 
human genotype and the environment. 

Experimental work reported by Ooldsmidt 
and Waddington confirms that careful selec¬ 
tion of environmental conditions at critical 
periods in the development of an individual 
can give rise to a wide array of phenotypes, 
so different that they appear as if they are 
gene mutations. Clearly, some agent external 
to the system, similar to the one reported on 
Ecoli organism by Jacob and Manod 
influences the sequence of amino-acids to 
decide the pathway of action within the net¬ 
work of nerves and fibres in the human 
brain. This capacity for plasticity is known 
as the coefffeient of repeatability (herit- 
ability) and is best illustrated with the help 
of data on growth of healthy children 
reported from USA. 

Current nutrition literature tells us that if 
children whose body weight is below 90 per 
cent of the ideal median weight, are under¬ 
nourished. Actual observations of body 
weight in children, however, show that most 
children have at least one growth increment 
lying outside the third and the 97th per¬ 
centile and that half the children have two 
or more weight increments which lie outside 
the same range. Clearly, these children are 
not malnourished since they were never short 
of food, nor experienced any episode of 
malnutrition. We can only conclude that 
when a trait is a behavioural trait like intake 
of food, plasticity in respon.se is to be 
expected. It is this plasticity that serves the 
poor in protecting them against reduction 
of work output and body mass over a 
sizeable range under the sustained impact of 
anti-poverty programmes. 1 have given data 
elsewhere to show that given a determined 
conscious effort, as in yoga, this synergistic 
action between the human being and the 
environment provides the former with a 
capacity to regulate and control his/her 
conduct, character and behaviour. It is 
precisely in this source of variation that lies 
the rational for the Gandhian belief in 
human perfectability and that of anti- 
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poverty programmes to influence the human 
expenditure pattern. 

Coming then to the second question 
whether we can feed the population proper¬ 
ly, my answer is clearly ‘yes'. We have made 
great strides in the technology of food 
production. Wheat and rice production have 
doubled during the past IS years. We also 
have newer varieties of other cereals and 
food crops which hold great promise. What 
we lack is balance in the lesotirces available, 
especially water, as between the different 
parts of the country. Without water, there 
can be no agriculture. Fortunately our work 
in villages has shown that we can create con¬ 
ditions where the poor can be persuaded to 
pool their resources vvith others to store and 
utilise rain water for agriculture, which in 
the absence of .such efforts merely evaporates 
and finds its way to the sea. This work 
represents the new direction our village 
improvement plans can take. Salunkhe’s 
work in Baramati, Purandar, comes under 
this category. The work of Sabnis at 
Narayangaon again falls in the same 
category. However, underlying this and other 
similar efforts, the rationale is the same, viz, 
that it is the interaction between human 
beings and the environment under a sus¬ 
tained change of environment that opens the 
way for them to regulate and control their 
behaviour in a way that, on one hand, 
enables them to change their behaviour con¬ 
sistent with tradition and their respon¬ 
sibilities as citizens to the nation and society 
and on the other, make them self-reliant and 
altruistic for the good of others, using 
education around appropriate social action 
as the instrument of social change. The 
project of fencing village schools, so that 
children may participate in improving public 
health, hygiene and sanitation and simul¬ 
taneously grow trees, comes under this 
category. The project of fencing a well at a 
distance sufficiently away from it helps to 
secure in a similar way complete control over 
the density of coliforms to ensure safe 
drinking water. The project of pit latrines 
sufficient in number to ensure that everyone 
can use them for the good of the community 
and of their own, is. similarly found to help 
in keeping down .spread of diarrhoea and 
related diseases, while simultaneously 
enabling people to explore the possibility of 
joining them to biogas plant. There are 
number of other examples of effort illustra¬ 
tive of the same new direction for improving 
living conditions in rural areas, so that 
people can live as humans should in the first 
instance and yet simultaneously lay sound 
foundation for social change based on the 
rationale of interaction between genotype 
and environment. Given therefore, appro¬ 
priate content to the anti-poverty program¬ 
mes, we should have little reason to doubt 
that we are now poised for great strides in 
cultural transmission of the effort to the 
younger generation so that the future genera¬ 
tions may not leave the villages to join the 


exodus to cities to escape poverty. 

Feeding population is not, however, 
merely a question of diet Control of disease 
is equally important, the two must go hand 
in hand if malnutrition is to be prevented. 
The strides which Japan took since the end 
of the Second World War in improving the 
quality of life of its people are the result of 
such joint action and not merely changes of 
diet. Between diet and disease Japan found 
the control of the latter more rewarding in 
tackling the poverty it witnessed on a scale 
no less acute than we find in the sprawling 
basties in our cities. 

We have made great progress in develop¬ 
ing smokele.ss chullas to save fuel. We have 
likewise identified new microbial species 
from dung that promise to cut degradation 
time for biogas production by half. If we 
have not succe^ed in spreading these 
technologies among the villagers, it is 
because of the lack of appropriate institutes 
in the' form of anti-poverty programmes 
which use education as the instrument of 
social change 

I now come to the third and last question: 
What exactly is the relationship between 
poverty and malnutrition? My answer is that 
there is really no connection between poverty 


as it is measured by the Planning Commis¬ 
sion and the occurrence of malnutrition. 
Poverty is a fact of life and so is malnutri¬ 
tion. But it takes more than lack of purchas¬ 
ing capacity to cause malnutrition, as I 
explained with the example from Japan. It 
is only when the income from anti-poverty 
programmes like NREP, IRDP, DiVkP, OPP, 
enables the poor to mo^fy thdr expenditure 
behaviour that anti-poverty programmes can 
be said tb be effective as an instrument in 
combating malnutrition. As an example; it 
is common to find that as income from anti¬ 
poverty programmes increases, the poor 
begin to give less and less priority to cereals 
consumption and more to non-food items 
and indeed even save. The result is large and 
significant changes in income and expen¬ 
diture elasticities which show that under a 
sustained impact of the anti-poverty pro¬ 
grammes, the poor are emerging stronger 
than what had expected. Space does not 
permit me to deal with this question in 
greater detail but I would ask the readers to 
study the report on changes in poverty and 
consumption pattern brought out by the 
Nationsd Council of Applied Economic 
Research for more illuminating treatment of 
the subjects. 
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The Nationalist Trap 

David Hardiman 

Nationalist Thouglit and the Colonial World—A Derivative Discourse by 
Partha Chatterjee; TJeA Press, London, 1986; pp 181, price hb £ 18.95, pb £ 6.95. 


THIRD World nationalism is a subject 
which engenders hot passion, but generally 
rather poor theoretical thought. Conser¬ 
vative western writers who glorify their own 
nation states often depict it as a deviant, 
impure and parasitical force. Liberals 
by contrast see such nationalism as a 
‘modernising’ force in ‘developing nations’. 
Marxists have tended to depict such nationa¬ 
lism as a neces.sary stage on the path to 
modernity, resulting often in the first 
instance in the emergence of capitalism, but 
paving the way to socialism. 

In this important book, lucidly written 
from a critical Marxist perspective, Partha 
Chatterjee rejects all three of these argu¬ 
ments. His chief theme is that nationalism 
is an ideology entrapped within the theo¬ 
retical iramework of post-enlightenment 
liberal-rational thought, incorporating its 
faith in scientific advance and economic 
development. We thus see a strange paradox; 
Third World nationalism on the one hand 
rejects the west by challenging its political 
dominance, while on the other hand it 
accepts its philosophical beliefs. Chatterjee 
asks: “why is it that non-European colonial 
countries have no historical alternative but 
to try to approximate the given attributes of 
modernity when that very process of 
approximation means their continued sub¬ 
jection under a world order which only sets 
their tasks for them and over which they 
have no control?’’ Chatterjee thus abandons 
the easy optimism of prevailing Marxist 
thought on the .subject, seeing nationalism, 
tor all its liberating tendencies, as in the last 
analysis an epistemological trap into which 
Third World peoples have fallen, and which 
they are not likely to get out of in a hurry. 
Even after nation^ liberation these countries 
continue to be dominated by the metropolis, 
which now exercises a subtle economic and 
cultural, rather than political, hegemony. 

How did this happen? Chatterjee takes the 
case of India and examines the political 
thought of three figures central to the Indian 
nationalist movement—Bankimchandra 
Chattopadhyay, M K Gandhi and Jawaharlal 
Nehru. Each of these is taken as representa¬ 
tive of three stages in the development of 
nationalist thought in India—the moments 
of departure; manoeuvre and arrival. In the 
first stage attempts were made to give a 
distinctly Indian tint to post-enlightenment 
thought. It was accept^ that in terms of 
science, rationality, politics and economics 
the west was superior, but the east on the 
other hand was spiritually superior. By 
blending she two it was believed to be pos¬ 
sible to achieve a higher and better society. 


The west could thus learn from the east, as 
the east had learnt from the west. Chatterjee 
argues that such thinking was trapped within 
an orientalist perspective which held that 
‘west’ and ‘east’ had particular essences 
which did not change over time. However, 
whereas western orientalism saw the east as 
essentially passive and acted on, the reversed 
orientalism of Bankimchandra saw the east 
as an active, positive subject which had its 
own distinctive contribution to make to 
civilisation. This proved to be a continuing 
theme in Indian nationalist thouglit. Gandhi, 
for instance, projected his methods of 
nationalist protest as being in harmony with 
an ‘eastern’ mentality, in contrast to more 
disruptive ‘we.vtern’ methods. In turning, 
orientalism on its head, this form of thought 
helped to undermine the ideological hege¬ 
mony of the west. It failed, however, to 
transcend its problematic. 

One major drawback to the reversed 
orientalism of Bankimchandra was that in 
accepting the superiority of the west in the 
field of economics it failed to produce any 
critique of the economic implications of 
colonial rule. Bankimchandra accepted the 
validity of laissez faire economics and the 
argument that the British were ‘developing’ 
their colonies. Chatterjee fails, however, to 
point out that this was not the case with 
contemporaries of Bankimchandra in 
western India, such as Dadabhai Naoroji. 
There, in the heartland of Indian com¬ 
mercial capitalism, the economic constraints 
on indigenous capitalist development were 
more clearly perceived at an earlier stage, 
and the element of reversed orientalism was 
correspondingly weaker. 

More important were Bankimehandra’s 
ideas on forging a mass base for the 
nationalist movement. In his demand for 
moral regeneration and a ‘national religion’ 
of reformed Hinduism in which certain 
enlightened individuals would lead while the 
masses followed in a spirit of bhakti, 
Bankimchandra both defined a cuitural 
identity for the nation and sought a means 
by which the masses could be integrated into 
It. I'he demand was elitist, and selective in 
those whom it considered to be a part of the 
nation, serving to alienate those of different 
cultural and religious background from the 
nationalist struggle. The great nationalist 
leaders of later years largely followed this 
strategy, attempting to overcome its severe 
drawbacks by the use of a secularist rhetoric 
which was constantly denied by their 
practice. 

In the second of Partha Chalterjee's 
stages, that of manoeuvre, nationalist 
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politics were taken to the peasantry. This was 
a highly problematic task, for the rational- 
liberal beliefs of the nationalist leaders and 
the consciousness of the peasantry were 
worlds apart. Either peasant consciousness 
had to be transformed, or else it would have 
to be appropriated. The former would have 
required a total transformation of the 
agrarian economy, with the virtual dissolu¬ 
tion of the peasantry as a distinct social 
form. As this was not possible under 
colonial rule, the latter was the only alter¬ 
native. A nation state had to be created in 
which the peasantry would be represented 
by the national elites, but of which they 
would not be a constituent part. This pro- 
cesss was what Gramsci has described as a 
‘passive revolution’, in which an emerging 
bourgeoisie which lacks the power to launch 
a full-.scale assault on the dominant classes 
opts for compromise and gradualist, refor¬ 
mist change: In this way, strong elements of 
the older order are maintained and agrarian 
reform is half-hearted. 

It was Gandhi above all who showed the 
way for this appropriation of the peasantry. 
Gandhi was uncompromising in his rejection 
of the post-enlightenment belief in progress, 
and even rational thought itself. He deman¬ 
ded a return to a harmonious pre-capitalist 
social system, in which peasants provided for 
their own simple needs and in which the 
ruler wa.s a patriarch who through his moral 
qualities could understand and express the 
collective will of the people. It was a society 
in which faith was of more importance than 
reason. Chatterjee rejects the common 
notion that Gandhi’s thinking in this respect 
was rooted in the anti-utilitarian critique of 
the western romantics. Thinkers such as 
Ruskin still maintained a commitment to 
reason. To make such a parallel hardly helps 
us to understand Gandhi’s appeal to the 
mass of the Indian people His thinking was, 
rather typical of a traditional intelligentsia 
of a pre-ca^pitalist agrarian society. It was 
thus easily intelligible to the peasantry. It 
was not ‘peasant thought’ as such, for it was 
voiced as an intervention in an elite nationa¬ 
list debate Its importance lay in its providing 
a way for the political appropriation of the 
peasantry by a bourgeoisie aspiring for 
hegemony in the new nation state. 

Gandhi’s position was deeply ambiguous. 
On the one hand he condemned the ‘rational’ 
nationalist thought of the emerging Indian 
bourgeoisie, while on the other hand he 
sought to act as the leader of a movement 
supported by them. He distrusted their 
politics— which he believed to be corrupting 
—while involving himself in their political 
activities. He was the great leader of the 
peasants, but he distrusted ‘the mob and 
believed that they had to be led in a paterna¬ 
listic manner by nationalist cadres of largely 
petty bourgeois origin. He felt deeply the 
suffering of the peasants, but he refused to 
coerce their oppressors Such ambiguities in 
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the end undermined what he sought to 
achieve. 

Jawaharlal Nehru, by contrast, had a 
technocratic approach to problems. He saw 
industrial development as inevitable, pro¬ 
viding the only viable base for a prosperous 
independence for India. Problems such as 
communal conflict and religious hatred were 
relics of a former superstitious age which 
would fade away once India had developed 
economically. Even cla.ss conflict would 
diminish as economic solutions were found 
to India’s problems. This development had 
to be planned from above: the peasantry, in 
their rustic simplicity, could hardly know 
what was good for them. As the British had 
no interest in doing this, India had to win 
independence before the task could be 
begun. In all these respects Nehru’s views 
were totally at variance with Gandhi’s. 
Nehru was however prepared to tolerate 
Gandhi becasue he had the ability to 
mobilise the peasants in the immediate task 
of winning independence from British rule. 
In his autobiography, quoted by Chatterjec, 
Nehru stated quite clearly that once Swaraj 
was won, Gandhi could be safely ignored. 
In fact, after Gandhi’s death Nehru even 
went so far as to claim that Gandhi would 
have approved of his technocratic solutions 
to India’s problems. In this way Gandhi, the 
great critic of modernity and centralised 
power, was made the ‘father’ of the centra¬ 
lised modern nation-state. 

Chatterjee concludes that third world 
nationalist thought has thus failed—despite 
Gandhi—to emerge as an effective antago¬ 
nist to capitalism. Such nationalism has of 
course had its achievements, in particular its 
thwarting of a particularly vicious form of 
metropolitan capitalism. But it failed to 
challenge the legitimacy of the marriage 
between capitalism and reason. Instead it 
seeks to impose capitalist development on 
the people of the nation, a process which 
produces a backlash in movements of 
religious fundamentalism or ethnic separa¬ 
tism, backed by a peasantry or working class 
which does not accept the hegemony of 
reason. Even in countries which have 
cxperienced'socialist revolution, reason has 
proved more cunning than ever antidpated 
by the founders of these states, for in their 
subservience to technological 'progress’ 
they remain inextricably linked to world 
capitalism. 

From here Chatterjee has a choice of two 
paths. He could have ended with a full- 
blooded critique of post-enlightenment 
thought, showing it to be based on dubious 
prindples and metaphysical beliefs, as the 
French post-structuralists have done Earlier 
he noted that his critique has many points 
of convergence with them, even though it 
stemmed from a completely diHieient source 
"namely, the cultural predicament of one 
whose practice of science means not only a 
separation from his own people but also in¬ 


variably the intellectual legitimation of 
newer and ever more insidious forms of 
domination of the few over the many”. 
Alternatively, he could try to salvage 
something from the heritage of the en¬ 
lightenment. On the last page of book he 
chooses the latter course, invoking Marx 
who, he says, wanted to separate reason from 
the working of capital. He thep goes on to 
make a plea that the ideological means be 
sought to connect the struggle of the people 
with a new universality other than that of 
capital. This cannot be done within the 
framework of nationalist thought; a wholly 
new problematic is required. 

This conclusion leads us to further ques¬ 
tions.. If reason and capital can indeed be 
separated, was it so wrong for nationalist 
thinkers to take their cue from the enlighten¬ 
ment? It is a pity that Chatterjee does not 
discu.ss this point. He could perhaps, follow¬ 
ing Jurgen Habermas, have made a clearer 
distinction between the metaphysical 
assumptions of the enlightenment, which 
can hardly be defended today, and its various 
moral principles, such as the belief in 
equality of all regardless of class or gender, 
the ideals of universal justice, of universal 
education, the belief in government through 
repre.sentation, and the importance of scien¬ 
tific research and understanding. These 
moral principles are not god-given, but have 
emerged from historical experience gained 
through struggle. They provide both an 


agenda for present struggles, as well as ideals 
towards which we may strive. 

These socialist-humanist morals may be 
contrasted with the ethic of capitalism which 
in emphasising the primacy of the economic, 
makes humanity the servant of 'economic 
development’. In capitalist societies there is 
a continuing tension between this ethic and 
the socialist-humanist heritage of the 
enlightenment. Once we make such a distinc¬ 
tion, we can see that the present post- 
structuralist call for an 'end to ideology’ or 
a ‘plurality of belief is not only mischievous 
but dangerous, leading us down a path to 
an amorality which provides an ideal 
breeding ground for the forces of fascism. 
Partha Chatterjee has rightly pulled himself 
back from this particular brink. 

The fundamental problem thus lies un¬ 
resolved. Partha Chatterjee hopes to discover 
alternative universais wjiich rise from the 
people; but it seems that this has to be— 
for historical reasons—within a social 
framework in which the socialist-humanist 
ideals of the enlightenment form the chief 
ideological bulwark against vicious forms of 
feudal and capitalist exploitation. Whether 
or not there can be a meeting-point between 
the two is a question difficult to answer. 
However, with the most reactionary forms 
of fundamentalism increasing their hold on 
peasants and workers throughout the sub¬ 
continent, it is a problem which requires 
urgent solution. 
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Poverty of Appropriate Technology 

Sukumar Muralidharan 

The AT Reader: Theory and Practice in Appropriate Technology edited 
by Marilyn Carr, Intermediate Technology Publications Ltd, London, 1985 


WITH the dismantling of the erstwhile 
colonial connections following World War 
II, popular aspirations for economic and 
social advancement provided a stimulus for 
a reformulation and restatement of the 
theory of development, to suit the particular 
conjunction of circumstances then prevail¬ 
ing*. The received wisdom identified econo¬ 
mic development so closely with techno¬ 
logical change and its correlate—the aug¬ 
mentation of labour productivity—-as to 
make the two almost synonymous, llowcver, 
the newly independent nations then (as now) 
derived a significant portion of their total 
national product from large masses of arti¬ 
sanal communities, wedded to a seemingly 
archaic pattern of production. The disrup¬ 
tions engendered by mechani.sation on tradi¬ 
tional forms of production were fresh in the 
memory, and it was recognised that techno¬ 
logical unemployment could, through the 
absolute impoverishment of large masses of 
people, stymie the developmental effort, and 
generate a whole host of unaffordable 
political consequences. There was the need, 
therefore, to formulate a transitional strategy 
to buffer the artisanal populations against 
the adversities of rapid technological change. 
The theory of technological choice was 
developed in response to these compulsions. 
Not surprisingly, some of the most signi¬ 
ficant contributions to the debate came from 
India. 

As the yeais wore on, and the western 
world stumbled from the prosperity of the 
post-War years to the crises of the late 1960s, 
groups that had been subsisting on the 
fringes of mainstream social science moved 
aggressively centre-stage,'with a critique ol 
conventional growth models. In a context 
of rising environmental concerns, their 
advocacy of a semi-pastoral lifestyle and 
‘simple’ technologies, fell on relatively fertile 
soil. And then, the radical student movement 
of the 1960s. rediscovered the marxian 
critique of capitalism, as refracted through 
the prism of the Frankfurt school. This 
brought to the fore the humanistic urge to 
recapture individual liberty that had sup¬ 
posedly been alienated by the overarching 
power of a manipulative technological 
apparatus. 

The three distinct concerns—the develop¬ 
mental, the environmental, and the humani¬ 
stic-then melded and fused to form the 
Appropriate Ibchnology (AT) movement. 
The domain of validity of AT is therefore 
unlimited. However, its protagonists claim 
a special relevance to the third world. "The 
AT Reader” commences its argument with 
an illustration by inverse analogy, of the 


relevance of AT. ’^pically, the example 
chosen is a fairly well known one from a 
third world economy. 

An African country imported two in¬ 
jection moulding machines, costing US 
S 1,(X),000 each, to produce plastic shoes and 
sandals. The raw material required for the 
process was entirely imported. With a total 
workforce of 40, the machines could turn 
out 1.3 million pairs of shoes and sandals 
a year. Their price and durability made 
plastic footwear better value for money than 
the traditional leather footwear. As a result, 
a large community of artisanal shoemakers 
was forcibly deprived of access to its sole 
market, and the entire constellation of sup¬ 
portive industries—leather, hand tools, glues 
and wax, thread, polish, and so on—fell into 
the doldrums. And hence, continues Marilyn 
Carr in her editor’s introduction to the 
volume, the “net result was a decline in both 
employment and real income within the 
country”. Carr goes on to argue that 
“strategies such as this, even if they have pro¬ 
duced the desired rate of economic growth, 
have very obviously contributed to an in¬ 
ability to create full employment, to a loss of 
employment opportunities in the traditional 
sector, and to the increasing rate of migra¬ 
tion from rural areas to the cities” (p 2). 

However, it is far from self-evident that 
the example cited is drawn from a specific 
strategy of economic development. It could 
equally well be an aberration—an example 
of how ad hocism can wreak havoc with 
development policy. Injection moulding is 
merely the final stage in a whole series of 
activities involved in plastics manufacturing 
and processing. A strategy would, at the 
minimum, have to specify how the backward 
linkages from injection moulding to the 
whole ensemble of plastics manufacturing 
and processing activities would be achieved. 
If import dependence in perpetuity for raw 
material is part of the strategy, then the 
derivative question, of how the import bill 
is to be paid, would also have to be addres¬ 
sed. Or one could legitimately ask what the 
implications would be if, once the demand 
for plastics manifests itself, a plastics 
manufacturing facility were to be set up 
within the country. And at one further 
remove, what if, following this, a factory to 
make plant and equipment for plastics 
manufacture, and a research and develop¬ 
ment facility to adapt and innovate new 
applications for plastics were to be set up? 
Carr’s -plaint that “the imposition of 
imported technologies.. .is unlikely to 
achieve the major objeaive.. .when the skills 
necessary to maintain and repair compli¬ 


cated machines.. .are lacking” (p 2) would 
then point not to the necessity to plump for 
relatively primitive techniques, but to the 
necessity for building up these skills. 

There is, obviously, some other considera¬ 
tion which, in the AT protagonists’ assess¬ 
ment, tilts the balance in favour of small- 
scale technology. Even if it were conceded 
that ‘small is teaiitiful’, this does not yet 
constitute a sufficient condition. The case 
for AT is incomplete unless one adds that 
‘big may be bad’. One of the contributors 
to the volume says precisely this. The argu¬ 
ment is that “certain prerequisites for large- 
scale operation” may need to be fulfilled, 
and often are not in third world economies; 
“Large-scale capital-intensive production is 
not efficient if markets are small, scattered, 
highly seasonal or fragmented; if distribu¬ 
tion channels are not well organised; if 
workers are not used to factory discipline; 
if management does not know the necessary 
managerial techniques; or if there are no 
service engineers who can get complicated 
machinery going again when it breaks 
down” (p 109). 

SizhufthbMarkf.1 

Of these factors, the first named is clearly 
of a different order from the rest. Workers 
could acquire factory discipline and manage¬ 
ments the necessary managerial techniques, 
and so could a team of mechanics be trained 
up to repair machinery—none of these 
appears to be a structuraJ constraint, in the 
manner that the size of the market could be. 

Ragnar Nurkse in 1953 summed up the 
predicament of underdevelopment in the 
tautology-^’a country is poor because it is 
poor”. The contention was that the relatively 
meagre size of the market in the under¬ 
developed world acted as the biggest damper 
to growth-inducing investment. The in¬ 
fluence of Adam Smith is unmistakable here 
In elaborating upon his theorem that the 
division of labour was constrained by the 
extent of the market. Smith seemed always 
to arrive back at the assertion that the extent 
of the market was itself constrained by the 
division of labour. The factors he enumera¬ 
ted as determinants of the extent of the 
market—(he spread of urbanisation, the 
development of transport and communica¬ 
tions—were themselves contingent on the 
progress in the division of labour. The 
proposition finally boiled down to a 
tautology—that the division of labour was 
constrained by the division of labour. 
Nurkse’s tautological proposition on 
underdevelopment bears the impress of 
Adam Smith. But Nurkse was not merely 
interested in making an observation of fact. 
He also had to suggest a way out of the con¬ 
undrum. The result was the strategy of 
‘balanced growth’—to be “understood as a 
more or less synchronised application of 
capital to a wide range of economic acti¬ 
vities, leading to an overall expansion of the 
market”.' 
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Consumption demand is obviously related 
to the level and structure of earnings within 
the economy, which is in turn a function of 
the level and structure of employment. That 
the latter is related to the structure of pro¬ 
ductive activity, and hence to the level of 
technology, is a point that is obvious enough 
not to be laboured any further here. If one 
were to abstract from consumption demand, 
then effective demand, and hence the 
stimulus to production, would depend upon 
the mutual relations between the different 
sectors of production. Either way, it is 
impossible to separate the sire and structure 
of the-market from the level of technique 
prevailing within the economy. It is not really 
self-evident that relative smallness of the 
market should be an inducement for the 
adoption of small-scale technology. This 
would well mean the perpetuation of a cycle 
of underdevelopment —of a country remain¬ 
ing poor because it started poor. There is at 
least an equally strong case for a balanced 
portfolio of investments in a constellation 
of related, mutually supportive industries. 

THt Schumacher Argumfni 

There is simply no room for this kind of 
strategy within the conceptual framework of 
AT. This much is clear from the manner in 
which E F Schumacher seeks to dispel some 
of the common objections that are raised 
against the concepts and practice of AT. His 
quarry is that school of thought which views 
the primary objective of development policy 
as the increase of gross output, and hence 
advocates that technology which would 
maximise the output per unit of capital. 
Schumacher argues that “it is wrong to 
assume that the most sophisticated equip¬ 
ment. transplanted into an unsophisticated 
environment, will be regularly worked at fiill 
capacity, and if capacity utilisation is low, 
then the capital/output ratio (sic) is also 
low” (p 23). 

It is clear that ‘unsophisticated environ¬ 
ment’ here refers to an economic milieu that 
is relatively deficient in essential infra¬ 
structural facilities such as electricity, 
transport, communications, banking and in¬ 
surance. etc. It is a singular failure of the 
concept of the capital/output ratio that it 
views pioduction units in isolation from the 
larger ensemble of inter-sectoral relations 
within which they function. The use of the 
ratio in macroeconomic planning is purely 
notional—its utility does not extend any 
further than providing the broad thrust of 
an investment decision. Beyond that, the 
planning exercise will have to attend to the 
nitty-gritty of investment allocation, inter¬ 
sectoral balances, etc. Schumacher could 
quite legitimately lament the lack of sophi¬ 
stication in plan models; but he does not 
provide any conclusive disqualification of 
sophisticated technology. 

It is interesting to note, further, that the 
AT protagonists liberally borrow terms and 
concepts from the neo-classical discourse, all 
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their fallibilities notwithstanding. And in 
their use of these terms, they do not show 
anything like the circumspection which they 
seem to expect from the opposite camp. 
Here; for instance, is Schumacher attacking 
the common belief that the capital/output 
ratio (sic) will rise if available capital is con¬ 
centrated in relatively fewer workplaces: 
“Mechanisation and automation are intro¬ 
duced to increase the productivity of labour, 
i e, the worker/output ratio (sic), and their 
effect on the capital/output ratio may just 
as well be negative as it may be positive. 
Countless examples may be quoted where 
advances in technology eliminate workplaces 
at the cost of an additional input of capital, 
without affecting the volume of output” 
(P 23). 

Schumacher ranges over a wide canvas 
here, conflating several notions of capital 
without prior warning. Illustrative here is his 
suggestion that “an additional input of 
capital” could eliminate workplaces at a 
certain “cost” while leaving output un¬ 
changed. What possibly could this “input 
of capital” refer to and what could be its 
cost? From the individual entrepreneur’s 
viewpoint, there is obviously a financial 
outlay—a monetary cost—involved in 
acquiring a piece of labour-saving equip¬ 
ment. Where he acquires the machine from 
is immaterial. This is one of the considera¬ 
tions that neo-classicism banishes into the 
category of ‘externalities’. However, from the 
standpoint of a development plan, it is not 
just the cost of an “additional input of 
capital” that is of relevance, but also its 
source. In fact, the cost may be of subsidiary 
importance here, since one entrepreneur’s 
cost could be another’s gain, and one unit’s 
input could be another’s output. Further, the 
employment lost in unit A by the applica¬ 
tion of labour-saving machinery could be 
redressed in unit B in the production of the 
very same piece of machinery. And the situa¬ 
tion of both units A and B being in one 
country is significantly different from the 
situation wherein the loss of employment 
occurs in a developing country, while the 
gain occurs in one of the advanced, indus¬ 
trialised countries. 

All these various possibilities need to be 
taken into consideration. Failing this, the AT 
protagonists unwittingly fall, despite expli¬ 
citly stated intentions to the contrary, into 
a mould of thought that was set some 150 
years ago, when the British liberal world 
economy began to take shape. Every nation 
and community was ascribed its narrowly 
defined role within the Whig ideology. 
Britain was to be the workshop of the world. 
The vast colonial possessions were to be the 
farmlands, the raw material sources, and the 
markets for British industrial products. 
Though this view of the world has gone 
through several mutations as the context of 
world economies has changed, it still sur¬ 
vives in a recognisable form today. The inter¬ 
pretation current today purports to see in tlie 


international division of labour and the cor¬ 
relative pattern of trade, a system that 
preserves a basic harmony of interests bet¬ 
ween different nation states. The market— 
that fair and neutral arbiter of economic 
affairs—can be counted upon to work out 
an optimal distribution of productive acti¬ 
vity within and between the different nation 
states. Deviations from the order of things 
are merely on account of “market imperfec¬ 
tions”, which are easily remedied. 

Choice of technology under this world¬ 
view hinges on a straightforward weighing 
of alternatives, between those techniques 
that use a great deal of ‘capital’, and those 
that use a great deal of ‘labour’. A nation 
should choose that technique which is best 
suited to its relative endowment of each of 
these ‘factors of production’. Each nation 
should hence specialise in those products in 
which it enjoys a ‘comparative cost advan¬ 
tage’. Through the mechanism of inter¬ 
national trade, the pattern of industrial acti¬ 
vity would adapt itself to the distribution of 
each of these ‘factors of production’ between 
different nations.,Oeviations from the order 
of things are on account of mere ‘market 
imperfections’, which can be easily remedied. 

R S Eckaus in 1953 pointed out that 
underdeveloped areas are frequently charac¬ 
terised by “structural disequilibrium at the 
factor level”, which may arise “either because 
a single factor receives different returns in 
different uses, or because the price relation¬ 
ships among factors are out of line with 
factor availabilities”. Then, assuming that 
th£ available technology mix would permit 
full employment of the workforce at some 
set of relative prices, the source of un¬ 
employment could be located in various 
“imperfections of the price system”. These 
could include trade unionism, social security 
legislation, and labour immobility.^ 

The AT protagonists echo many of these 
sentiments without qutie going to the extent 
of suggesting that modern democratic insti¬ 
tutions like trade unionism and social 
security legislation are dispensable luxuries 
for the developing nations. In her introduc¬ 
tion to the section of the volume dealing 
with the theory and practice of AT, the editor 
mentions that one of the factors on account 
of which “the labour-intensive techniques 
suggested by Schumacher and others are 
appropriate in developing countries is the 
abundance of labour, and shortage of 
capital” (p 81). In her foreword, Frances 
Stewart, whose influence is palpable 
throughout the book, points out that one of 
the possible reasons for the choice of in¬ 
appropriate techniques is the frequent dis¬ 
tortion of price signals—with ‘^heap capiul 
and expensive labour” (p xv). 

misreading History 

The question could legitimately be asked 
whether there has ever been an economic 
milieu where the forces of the idealised, 
abstract market have held untrammelled 
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sway, fixing the relalise price of a com¬ 
modity by balancing its demand against its 
supply. Has there evct been a situation 
wherein price signals have been ‘undistoried’ 
by the legi.slalive framework, and the balance 
of social and political forces? 

The early accumulation of capital in 
Britain ran coierminously .. with the 
forcible expropriation of the small-holding 
peasantry from the land and a series of 
oppressive enactments to keep potentially 
refractory elements of the working popula¬ 
tion firmly in check. Labour was plentiful 
and cheap, and capital accumulation pro¬ 
ceeded apace. Now, of course, the relative 
endowment of these two ‘factors of produc¬ 
tion' IS quite the leverse and the industria¬ 
lised nations—whether by coincidence or 
otherwise—find them.selves in a position 
where they already hqvc the technologies 
'appropriate' to their situation in place. 

1 he entire happy piogression of events is 
summed up in H Singer's contribution in a 
manner that is little short of breathtaking: 
" . if 111 the early stages of their industrial 
revolutions the industrialised countries had 
tiled to use the technology which they rightly 
use today, they would never have become as 
liih as ihev are now . The industrialised 
counines arc not rich because they use the 
sophisticated, capital-intensive technology; 
the line ot causation is the other way round. 

I hey use the capital-intensive technology—- 
and rightly so—because they arc rich!' 
Hence, as far as the immediate future is con¬ 
cerned, the lessons for the developing coun¬ 
tries are tairly cleat. But ovei the long term, 
there is a glimmer of hope for these couii- 
ities, because as they “succeed in achieving 
development, their factor proportions will 
become more similar to those of the indus¬ 
trialised countries, and the difference 
between the technologies appropriate for the 
two groups of countries will diminish and 
perhaps disappear” (p 81). 

This is a series of locutions that would 
have done a Dr Pangloss proud. Those 
familiar with the history of industrialisation 
and technological change will flinch at the 
manner in which Singer transports the tech¬ 
niques of today to the dim and distant past, 
offers the entrepreneur of ihe caily industrial 
revolution the choice of technologies from 
the space age, and then triumphantly asserts 
that this primaeval entrepreneur’s preference 
for steam age technologies is a vindication 
of the AT protagonists' stand. In jast a few 
lines. Singer succeeds in reducing the history 
of industrialisation to a grote.sque travesty, 
and in giving currency to the myth that the 
developing countries' future can be a replica 
of the industrialised countries' past. Thus, 
what transpired in the European nation¬ 
states from the 18th century on, is replicable, 
over an accelerated time-frame, for the newly 
emerging nation-states of Asia and Africa, 
in the 20th century. Underdevelopment is 
therefore an original state, a zero level, a state 
of innocence, a tabula rasa upon which the 


protagonist of devclopnieni can write -jt his 
will. 

Singer’s concluMoiis verge on ihr ludi 
crous and the ofl-hand mannei of iheir 
e\pres.sion may strike one as laihcr bcwildci- 
ing. But Singer i' by no means alone in his 
belief that modern underdevelopment leiid.s 
itself to study in terms of categories dciived 
from an anterior period in the history of the 
industrialised nations. In her discussion of 
the theoretical aspects of the choice decision, 
Frances Stewart expresses some dissatisfac¬ 
tion with Ihe neo-classical model, since it 
“picks out just two of the manifold charac¬ 
teristics associated with each technique - 
investment and labour requirements- and 
completely ignores the others, such as scale 
of output, nature of product, skilled laboiit 
requirements, material inputs, infrastruc¬ 
tural requirements, etc. etc ... These tend 
to reflect—or at least to be in tune with— 
the economic/historic circumstances of the 
economy where the technique was first intro¬ 
duced. ... Any choice [of technique] also 
involves a choice of othet characteristics 
which have changed systematically over 
time.., (pp 83, 87, 89), 

At least some of the characteristics listed 
by Stewart—such as material inputs, and 
infrastructural requirements—bear a direct 
relationship to the system of inter-sectoral 
linkages within the economy. Though hci 
primary emphasis is elsewhere, Stcwari's 
assertion implies that choice of technology 
entails the choice of a set of inter-secioral 
relations too. But once the argument for AT 
is manoeuvred into this position, it should 
be possible to put to it the clinching 
questions—what, if any, are the consiiaints 
imposed by the pre-existing industrial si rue 
ture on choice of technology decisions, and 
what are the likely implications for econoniii. 
growth? 

‘Rate and .Structure’ of 
GROW! H Process 

The celebrated Mahalanobis model that 
was used in the early days of Indian plan¬ 
ning postulated that the savings and lienee 
investment rate of the economy was deter¬ 
mined by its broad structural features, such 
as the capacity of the capital goods sector 
and the capital/output ratios in the capital 
and consumer good sectors. In Frances 
Stewart’s hands, the.relation between savings 
and industrial structure is reduced to a less- 
than-useful generalisation: “more labour- 
intensive techniques are likely to have been 
developed at earlier periods, when .savings 
were lower in relation to labour supply, while 
more investment-intensive techniques were 
developed later, when more savings were 
available in relation to labour supply” (p 88). 
What, one may ask, is the conception of 
savings underlying this assertion? For 
savings construed in terms of industrial 
structure, this amounts to no more than a 
circumlocution, a vittual truism. An economy 
with a well developed capital goods industry 


should by the same token be expected to 
po.sses.s a high lesel of technique, fhe task 
lit theory should be to elaborate upon the 
( ctciininanl.s of technological esolutioii, and 
10 fix its correlates in (eriris ol the articula¬ 
tion of industrial structure. .Stewait's asser¬ 
tion does not even lemotely approach this 
objective. 

Ill his consistent emphasis upon “rate and 
structure" as two intimately lelaied a.spccis 
of the growth proce.ss, Kuenets has been 
ahead of all his contemponti ies in grasping 
the essential element.*! of econoniie dyna¬ 
mics. The evolution of a. system can be 
understood only by constant reference to the 
nature of its parts and their mutual relations; 
and the inter-relations between the pans of 
a system are not comprehensible indepen¬ 
dent oi the dynamics of its evolution. 
Recognising this, Kuznets’ efiorts wete 
directed towards “adapting the articulated 
analysis of static interaction among tiic com¬ 
ponents of an economy to the problem of 
economic growth”, without transferring to 
lux thcoi y the “limiting assumptions of static 
theory".'’ 

The technological endowments of an 
economy lo a large extent condition its 
internal slruclure and its imer-sectoral 
balances. This much can perhaps be asserted 
without tear of contradiction. But Kuznct.s 
IS prepared to say very much more. After 
having listed, among other factors, the 
“intci nal adaptations of societies to growth 
fKitentials”, and the ‘‘external rciatio.is of 
national uniis”, as critical elements in the 
study of economic growth, Kuznets goes on 
to observe that “the theory of external rela- 
tioas is an extension of the theory of internal 
adaptation.s”. ’* The external relations of the 
national economy are themselves a function 
of its internal structure, and vice versa. The 
evolution of an economic system--the arti¬ 
culation of its internal structure—can be 
understood only by looking at the conjunc¬ 
tion of external and internal foices which 
could impede or promote growth. 

Underdevelopment is of course no tabula 
rasa, and neither is it an original state. The 
state of a system at any cross-section in time 
is a function of its evolution over anterior 
periods of time, a result of the specific con¬ 
junction of internal and external relations 
under which it evolved. The reasons why 
underdeveloped economies are characterised 
by a relatively undeveloped industrial struc¬ 
ture. by lack of infrastructural facilities— 
by the prevalence of what Schumacher calls 
an “unsophisticated eiiv iioiiment’—are lo be 
located m the position thm they have 
historically occupied within the international 
division of labour, a position that models 
of comparative cos* advantage in intci- 
national trade today seek to sanctity. 

The meiaphysic of the free mai kci—the 
religious belief that production is a process 
actuated by freely contracting uidividuals 
who meet in the marketplace to exchange 


89 



January 17, 1987 


ECONOMIC AND POLllfcAt WEiKLV * 


distinct ‘factors ol produciion--is inestiii. 
ably conjoined with the hidden idoologital 
agenda of rationalising the division of 
labour that has been built up b) iht indus¬ 
trialised countries over a century and a h.il. 
of political and military hegemony ovci tl.e 
third world. But of course there is nothing 
inviolable about the inleriiatioiial division 
of labour. If anvthing, the very aspiration 
towards economic development refleets the 
fact that the prevailing pattern of inter¬ 
national division of labour is becoming 
increasingly untenable from the point of 
view of the tliiid world. This is a point that 
Kuznets has emphasised in his most illumi¬ 
nating discus.sioiis of eeoiiomic growth. But 
the theory of economic growth that Ku/nets 
was moving towards has remained a project 
largely uniealised within the corpus of 
modern economic theory, The ideological 
stakes have been too high, and the hold of 
established habits of thought too strong. 
Theories such as AT have flourished in the 
resultant environment of conceptual aridity. 

ClIOK I Ol TbCHNtnXX'iV DFBATF. IN INOIA 

The choice ol technology strategy that was 
evolved in the early years of Indian planning 
was an attempted synthesis of two com¬ 
peting valuations, which represented rival 
perspectives on the question of development. 
The emphasis of the Mahalanobis model 
was on large-.scale investments which would 
lead to a rapid increase in the output of 
capital goods. This followed from the 
premises of the model, which accorded 
primacy to the capaci'y of the capital 
goods sector among determinants of the rate 
of investment. There was al.so an implicit 
assumption that the consumer goods sector 
would yield the necessary surpluses to sus¬ 
tain this programme of investment, and that 
an economic linkage could be established to 
transfer this surplus of wage goods into the 
capital goods sector. This transfer could be 
effected either under the impetus of the 
market, i e, a set of inter-sectoral price 
relatives, or through institutional mecha¬ 
nisms devised specifically for the purpose. 

Vakil and Brahmananda argued in con¬ 
trast that investment possibilities are in¬ 
herently circumscribed by the capacity of the 
wage goods sector. A centralised programme 
of investment based on large-scale techno¬ 
logy could be brought up short by a ‘wage 
goods gap’. Vakil and Brahmananda 
as.sumed that unassisted labour could pro¬ 
duce all requisite capital goods, and that this 
labour could be mobilised from the agri¬ 
cultural sector with no decrease in the total 
agricultural product. This would release a 
surplus of subsistence goods that could be 
used to sustain investment and employment 
outside the agricultural sector. 

From their premises, it naturally followed 
that Vakil .md Brahmananda should have 
favoured a decentralised programme of 
investment, b.ised on relatively small-scale 


technology. Though fundamentally different 
from the Mahalanobis model in its basic 
premises, the Vakil-Brahmananda model 
sinned one common feature with the 
former-it assumed that the economic 
linkage could be established to transfer the 
surplus of wage goods out of 'he agricultural 
sector. 

There is an unstated political point 
here—not only can the surplus be mobilised, 
but its applications in specific investments 
can be adapted and modified to the shape 
required by plan objectives. This is a point 
which has been reiterated in K N Raj’s 1957 
essay-^Employment Aspects of Planning in 
Underdeveloped Countric.s—which was in a 
sense, the point of convergence and resolu¬ 
tion of the two rival perspectives on 
development.'' 

Raj drew attention to the tendency for 
productive investment to locate itself in 
limited enclaves in the underdeveloped coun¬ 
tries, and pointed out that this may have “a 
technical as well as an instit'itional basis” 
in the limited spread of social and physical 
overheads. Hence, he continued, it would be 
neees.sary to “direcl investment in the early 
stages of development to the creation of 
overheads which will make it possible to 
multiply the radial points ol gtowth within 
the economy”.'* 

The creation of overheads required the 
development of capital goods industries. 
This in turn would not entail laigc-scale 
technological unemployment, since tradi¬ 
tional, artisanal forms of production were 
mostly concentrated in the consumer goods 
sector. However, once the social and physical 
overheads at the radial points of growth were 
established, “the complementary resources 
necessary for enlarging the scale and range 
ol investment will also have become avail¬ 
able. The moment will then have come for 
introducing improved technology in con¬ 
sumer goods industries also, without setting 
in motion centrifugal tendencies of the kind 
noticed earlier!' ' 

There is a problem inherent in getting this 
process underway. This relates to the acquisi¬ 
tion of the initial surpluses for creating the 
overheads—‘labour has to be supported in 
the meanwhile, in the construction of the 
capital Slock, and in the ‘foreign exchange 
industries’ earning the resources for the 
importation of equipment and materials”. 
The answer devised to this problem obtrudes 
explicitly into the political sphere: ‘‘Under 
these conditions, it is obvious that an 
attempt must be made first to tap fully such 
surpluses as are already available to be 
drawn upon without introducing techno¬ 
logical change. After this, the objective 
should be to eliminate the institutional 
factors which tend to cause the leakages in 
the surpluses that might be thrown up by 
such change.” 

This approach to choice of technology 
formed part of an overall strategy of 


industrialisation that had as its centrepiece 
a programme of sustained investment in 
heavy engineering industries. Traditional 
forms of production were to be given a 
measure of protection over the transitional 
period, but this sustenance was not to be 
indefinitely prolonged. Underlying the entire 
strategy was a definite t)erspective, a vision, 
on the relation between the large and the 
small, the modern and the traditional. In this 
sense, the strategy on choice of technology 
evolved during the early years of Indian 
planning is fundamentally different from the 
rceommcndaiions of the AT movement, 
which has not come anywhere near framing 
a comprehensive sirategy. 

It is, however, pertinent to ask whethei the 
debate on choice of technology has moved 
any further towards addressing the issues 
raised in the early years of Indian planning. 
Has there been any progress towards under¬ 
standing the nature of the institutional 
changes necessary to foster the desired 
rate and pattern of change? Have we yet 
developed the policy instruments to translate 
an abstract statement of intentions into 
reaiily? How much clo.scr arc wc lowards 
evolving in theory and in practice, an 
economic allocative mechanism alternative 
to (he market? T hese arc questions that arc 
the subject matter for a separate enquiry. But 
one need only note that the policy instru¬ 
ments devi.sed for implementing India’s 
technology strategy are marked by a pre¬ 
occupation with piecemeal interventions in 
the 'market mechanism. In the face of 
political exigencies, theory and practice have 
shown a tendent 7 to relapse into older 
habits, into a dependence upon ‘market’ 
categories. The AT movement is perhaps 
symptomatic of this involution of the debate. 
“The AT Reader” serves perhaps as an indi¬ 
cation of the changing terms, bu continuing 
impoverishment, of the debaie on techno¬ 
logical change and economic devclopmerit. 
The introduction of the environmental and 
humanistic motifs may serve only as 
temporary props for what is essentially a 
rather bankrupt theory. 
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On Setting Commodity Tax Rates 

Case for Differentiating between Rich and Poor 

Ranjan Ray 

This paper provides empirical evidence in favour of a dual system of commodity tax rates~one set for the 
rich, another for the poor. Such a policy leads to a substantial increase in the redistributive capabilities of indirect 
taxation. The paper uses a three-step procedure in calculating the tax rates; the aggregate revenue requirement 
is initially allocated across individuals so as to equalise after-tax expenditures: the ‘efficiency’ criterion of Ramsey 
is, then, used to calculate ‘optimal’ commodity tax rates /or each individual; finally, a “loss function’’ minimisation 
procedure is used to aggregate them into the two sets of tax rates. A comparison with tax rates calculated using 
traditional social welfare maximisation confirms that the poor gain quite considerably under the proposed dual 
tax rate policy. 


Introduction 

THIS paper explores ihe possibility of set¬ 
ting different commodity tax rates between 
the ‘poor’ and the ‘rich’, and provides em¬ 
pirical evidence in favour of such a policy. 
The requirement that each individual faces 
the same set of tax rates runs right through 
the vast literature on optimal indirect taxa¬ 
tion. This feature may be traced back to Dia¬ 
mond and Mirriees (1971] who provided the 
theoretical framework toi the calculation of 
‘optimal’ commodity tax rates in a many 
person economy. There can, however, .scarcely 
be a better example of violation of vertical 
equity than the requirement of identical 
commodity tax rates between the slum 
dweller of Calcutta and the rich industrialist 
of Bombay. And, yet, this is precisely what 
recent tax calculations on India (Ahmad 
and Stern |1984). Ray [1983]) imply—see 
Atkinson and Stiglitz [1972], Harris and 
Mackinnon [1978] for earlier etamples on 
other data. However, as Atkinson and 
Stiglitz [1980, p 391] point out, “the 
specification of the problem in terms of each 
individual facing identical tax rates is an 
assumption, not an implication of welfare 
maximisation”. Besides violating equity, 
such an assumption sets a severe constraint 
on the redistributive impact of indirect tax¬ 
ation (see Sah [1983]), as empirically il¬ 
lustrated on Indian budget data by Ray 
[1983]. In most existing tax calculations, dif¬ 
ferences in the revenue contribution by 
indiv iduals ai ise solely due to differences in 
their expenditure pattern not due to any 
deliberate egalitarian policy on the part of 
the authorities. That the assumption of iden¬ 
tical tax rates forces a straitjacket on tax 
calculations is illustrated by the above men¬ 
tioned studies on India, where a ‘Rawlsian- 
minded* tax authority taxes the poor on 
some items, albeit 'luxuries’, when under 
maxi-min criterion they should be receiving 
subsiijly on all items. An analogous objec¬ 
tion applies to the rich receiving subsidy on 


‘cereals'. It is hardly surprising therefore that 
the redistribution in favour of the poor, even 
at very high levels of ‘inequality aversion’, 
appears very modest. The absence of re¬ 
distribution as an explicit policy objective 
in the setting of commodity tax rates 
becomes a particularly serious limitation in 
a country like India where administrative 
and political constraints severely restrict the 
role of direct ta.xation. 

• The calculation of ‘optimal’ commodity 
tax rates, proposed and applied in this study, 
uses the following 3-step procedure. First, 
given the aggregate revenue requirement R,., 
the authorities distribute it so as to equalise 
post-tax aggregate expenditure across the H 
individuals. This determines O'*, namely, the 
indirect tax component of a unit of ag¬ 
gregate expenditure of individual h. Second, 
we use the Ramsey [1927] approach to deter¬ 
mine the most “efficient” breakdown of ft** 
into n commodity tax rates tj''. Tb do so, we 
use demand elasticities estimated on that 
individual’s expenditure data alone and not 
aggregate data covering all individuals as is 
commonly dune in the literature. Finally, we 
sub-divide the economy into ‘poor’ and 
'rich', and aggregate the n*H matrix 
T (=t[’) concomittantly into an n x 2 matrix, 
T* consisting of only the 2 vectors of com¬ 
modity tax rates—one for the poor, one for 
the rich. The aggregation is based on a social 
welfare type approach using welfare weights 
which reflect the planner’s evaluation of the 
relative welfare of the aggregated individuals. 

None of the above steps represents a 
radical departure from the existing literature. 
As already noted, the idea of differential tax 
rates is not ruled out by welfare maximisa¬ 
tion, while the idea of equalising after-tax 
experiditures is a well known consequence 
of the maximisation of the Benthamite 
social welfare function. What is significant, 
however, about the present study is the con¬ 
siderable difference between the present 
‘optimal’ commodity tax rates for the poor 
and those implied by the existing social 
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welfare appioach, and, still more important, 
the substantial increase in the redistributive ' 
gains to the poor brought about under the 
proposed dual-rate tax policy. 

The proposed procedure is spelt out in 
greater detail, the data briefly described, and 
the empirical results presented and discus.sed 
in the next section. The paper ends on the 
concluding note of Section 3. 

II 

Theory and Reaulta 

The social welfare function is assumed to 
be of the usual additive type, 

where e is ‘inequality aversion’, and y** is 
before-tax expenditure. The authorities, 
initially, maximise W with respect to d** sub¬ 
ject to Rg s dfly") = Z fli’y", where d is 
set a priori, dictated largely by political con¬ 
siderations. d = O would imply that indirect 
ta.xation is being used purely for redistribu¬ 
tion of spending power. The solution is 

e*- = 1 - 

yil 

where y is sample mean. The distribution 
of 6'' (h = 1.H) will depend on the ex¬ 

penditure distribution in the sample. e''<0 
indicates a subsidy and its ab.solute 
magniture increases wi»h the relative poverty 
of the individual in the sample. 

U.sing the 0*'just obtained, the authorities 
choose commodity tax rates for h, namely 
tj" so as to itiinimi.se v*' (p,p) subject to 
Rj = o'* Z Pj x[’, where v*' () is h’s indirect 
utility fuiJction defined over prices p and ag¬ 
gregate expenditure, 'p, while x|' is real pur¬ 
chase of item i (- I.,n) by h. This leads 

to the Lagrangeaii 

V'' = v'’(>i,p)-tA>’'j t|'p,xj'-fl ^2 PjXj’ ...(3) 

I«1 I I 

Differentiating V* with respect to the 
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choice paramcitfis and siiiinp apial to /lto 
yield h’s ‘‘Dpnmal" ^.oinniodils tax mU's 
d'-- P. 0" ly,, .,>„)) (41 

Note, incidciiiallv. (hat the tax latcs iSle 
pend, via 0'', on the expenditnte diviiihu- 
tion [>,. . A’,|l in the x.-iinplc. 

Ixtt us now pat'iiiioii the set ol M indi¬ 
viduals into ‘poor’ and 'tieh', with H,, H, 
being the number of poor and luh pei-oiix. 
respectively, in the sample (H, i II, H) 
Assuming ihat the poor and the neti I'aei-, 
within themselves, ideniie.ii tax rates the 
next step is to aggiegale the individual tax 
rates, tl", into two (n >- I) veelois, t', l" ot 
commodity •.ax-iales tor the two scelions of 
society. Ihe Miggexled proceduie is as 
follows 

. . "■ n 

Let r, j (I'pi h r 1, and 

ii I . I ' ' 

r ... V 5. !>," x|’, h f II 

l! I I I 

denote, respeetivel). the aggregate subsidy 
received b\ the pom, and .aggregate tax patd 
by the rich, given the expendituic distiibu- 
tion and the ledistribuiion scheme implied 
by (2), let I.'' denote the ioss in wellaie' of 
h in moving froiii a iierfectly ddiVientiatcd 
tax system IC] to the proposed dual lax rate 
regime |t|, t|'l • note that 1'' will ind'iale 
•gain' if it turns out to be negative. II 
l.|, L, Jeiiole i/g.ere.eute loss for the poor 
and rich, respectf ely, then they can be 
defined, as follows, similai to the usual 
social wcitarc function formulation. 

n, 

L, X /J" I'■ {i|', t,') .. (‘'l.hfl 

h I 

Ly - I r" L'’j tl', t|') . .(6), h £ II 

I). I 

where |3'', denote the platmei’s well'aie 
weights to the iridixiduals involved in the two 
aggregations Follovxing usual practice, we 
can assume 



, h * 1, vinij - 


M 




where the individuals .ire arranged in in- 
ereasinu iiiclci of altluence, and i|>0, 
f,>0 denote the planner’s “inequality 
aversic'n" for the poor and lich tespec-iively. 
The problem, then, is to minimise the overall 
social loss lunciion, 1. - g|L.,(i'), L, (t")j, 
iX'ith re.spect to the 2n t.i\ rales coniamcd in 
^ the vectois i'. (h, subject to the sectoral 
revenue eonsiraints I,, 1„ where the latter 
haxc been detei mined m the pievious .stage. 

lb simplily mir caleulation.s, we assume 
I. to be additivels separable between 1,,, I, 


so !h,i' ilie “optimal" i.ix rate vectots i‘, t" 
c.iii be obiaiiiccl b\ minimising 1., with 
lespcct 'o f. ^ubiuvi lo Ij, and 1., with 
'espc.i to i". suhjc.t ;,i r, ic'speciively. In 
ihis siuilv. we have coiiccntiated on the 
(oiinei, I e. on the ealculation of optimal 
commodity tax rales loi the poor, namely, 
I' An idem teal procedure applic to the 
lalculalion ol l". 

fhe ‘loss fiiiieiion' tor individual h is 
assumed to be the ditference between .is in¬ 
direct utilities under the perfectly flexible tax 
legiine, ij’, and the iiitia-poor identical t.i\ 
talc regime, ti. 


I' - S. .'I',) .'I) 

....(7) 

1 he iiiclii'cct utility function used here is 
the lollowmg one- • paiamcier generaiisalion 
of that lot 1 t'S 


v(p. M) 


_g(p.«) 
por - f(P.o) 


( 8 ) 


where g (p. a) - npi,,'"‘Iv. f (p, a) ^ ipj; b,^. 
Xa^ I, a<l. I he coiiesponding demand 
system, iii-hiidgel share leims, is 



T.xiill I: Dt MxNO SxsiT \i p.\R\sii 1 [ K Iisiisixiis 
(Standard 1 iiois in (Paclcls) 


Parameter 

Very Poor 

14ol So Pour 


kicii 

‘■i 

.170 ( 08S) 

.05) ( 1)77) 


019 ( 044) 


.180 (.041) 

.148 ( Otll 


105 ( 040) 

4, 

019 (.016) 

0)2 1 021) 


.013 ( 014) 

•*4 

0S2 t.OI3) 

087 ( 020) 


043 ( OIS) 


.024 (.022) 

.019 (1)18) 


001 1 010) 


.176 (.056) 

001 ( 106) 


.1».3 ( 133) 

a. 

059 (.030) 

324 (.106) 


1x9 (072) 

*s 

.082 (.021) 

.091 (.01/) 


039 ( 01 3) 


.2.39 (0(.5) 

344 1 1)851 


■59 I 134) 

'’i 

1 258 (.2.34) 

1 535 (.,Vp9) 


1 18-’ ( .376) 

b. 

-.078 (077) 

115 (063) 


.361 ( 208) 

b, 

099 ( 012) 

1,86 (l)l')) 


294 ( O'M) 

’’r 

.021 |00')) 

0.13 (015) 


064 ( 025) 

N 

.068 ( 022) 

.124 (.019) 


208 (061) 

b. 

281 1.074) 

.681) (.1)9) 


t 9X1 ( 868) 

t'S 

.(X)8 (.028) 

.250 (.112) 


.317 ( 356) 

bs 

150 (.039) 

183 ( 046) 


..'i; (044) 

>'4 

.102 (.079) 

343 (.185) 


1 190 (1 5/8) 

1/ 

511 ( 125) 

.503 (O.S0) 


550 ( 123) 

log likelihood 

9)1.56 

902 95 


902 24 

Note: l.og likelihood from pooled rslinialioii 

2495.64 



1 XIII I 2: OmiM-xl C’oxixioni 1V T\.\ RxIisior Poor 



Dual fax Rate 

s and Fsiimation ('sing 

Ideiilicat 3,ix 

licni 

“.Aggregate 

Loss" Miiimiisaiioii 


Rates and I sli 


1 evels ol Inequality Aveivioii 


matioR l.!sing 





Sucial Welfare 





Maxmusaiion 





I cvel ot 





Ineqii.iliiv 





Aveisuui 


£, 1)1 

r, - .5 0 

25 0 

( 5.0 

(IK'creaK 

.408 

-.563 

59(1 

1 643 

(2) Milk and milk pioduel 

s 365 

-.257 

.238 

875 

(3) L'diL’Ie ciils 

463 

- ..507 

- 5)5 

1.167 

(4) Meat, I'lxli and eggs 

521 

.501 

,498 

2 087 

(S) Sugar and lea 

377 

.407 

413 

.110 

(6) (tther (ood 

.365 

.360 

.359 

.302 

(t) Clothing 

-.34) 

- 140 

105 

-.854 

(8) Fuel and light 

380 

.455 

.468 

.409 

(9) Other non-food 

-.329 

169 

-.141 

.592 

Subsidy cunstiaiiit 





paianictcr n 

695 

,345 

.315 


Xaliie of Ihe poor's 





aggregate loss liinetion, 




I.,, at minimum 

0,59 

.053 

,062 
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a represent'- tlie 1.1.S i’oneialis.Uion anti 
alicnvs both iion-linear ami non separable 
preferences. 1 he abose imlncct utility torm 
was originallv proposed by Miins and 
Mims [1980] and is a special case of the 
more general class proposed by Blundell and 
Ray 11984], 

The data base is the di.stribution of indt- 
sidual expenditures in the budget data of ur¬ 
ban India contained in the 28th round 
(197.^-74t of the National Sample Survey. .All 
the tax rate estimates presented later are to 
be taken to be relevant for this time peiiod 
only, lo sirnplity calculations, the in 
dividuals were aggregated into .1 expenditure 
classes' the bottom 10 pei cent, the middle 
40 pel cent and the lop .10 per cent arrang 
ed in ascending older in tcriris ol per capita 
expenditure Variation within a clas-, was ig 
noied, and the class means were assumed to 
measure expenditure palter ns of 3 'tepresen- 
lalise' individuals I'lic first two weie con¬ 
sidered to be 'pool' toi the puipose of tho 
study 

I he lollow'iny 9 comnioditv breakdown 
was Used III tins study (1) Cereals, (2) Milk 
and .Milk I'loducis, (3) I'dihle Oils, (4) Mo,tl, 
I'lsh and I'gt’s. (.“i) Sugar and lea, (6) Other 
hood, (7) Cloilimg. (S) fuel and 1 ipht and, 
(9) Othci Non I ood (mciudes medicinc-s 
personal cate items, education, transport, 
lecrcaiioii, etc). 

rile demand system (9) was, initially, 
esiimatcd seputately lor the 1 repiescniaiive 
indisidiials using their respectise lime series 
c>f NSS (urban) cspetidiiure data for the 
period 1953 54 to 1973-74, 1 he parameter 
eslimaies (with asymptotic standard errors), 
obtained using niaxnnum hkclihood, are 
preseiiied in table 1. There is wide and, 
sonleiiines. systcniatie. sanation of lire 
patameier estimates across individuals. Ihc 
hypothesis of equality of parameters across 
individuals can be decisively rejected by ad¬ 
ding the three individual lug-likelihood 
values and noting the large diop from that 
sum to the value yielded by a single demand 
csiimarion on pooled aggregate data. Most 
tax' calculations arc based on elasticity 
estimates from the latter. The present result 
would advise against the use of such 
estimates, which ignore large parameter 
variation between individuals. The practice 
of demand estimation in India (see, e g, 
Kadhakrishna and Murty [1980]) usually 
involves piece-wise estimation allowing 
parameters to vary between classes and, 
therefore, seyms more reliable; unfortunate¬ 
ly, however, most of these studies also 
assume piece wise linear Engel cuivcs 
(i e, o - D—a hypothesis that is easily 
rejected for each of our 3 hypothetical 
individuals. 

The aggregate revenue parameter, <J, was 


cet (l.IO. In either worcb, mdire.t tax texcinic 
IS to be 10 pc'i cciil ul .legi'cg.ile cxpciidiiiuc 
over al/ indnidu.ils. I he disiithiilion ot P ’, 
obtained fiom ihe cxiKiidiiuie chsii,lainoii 
in the 28lli Ns-S round, then, vicUk-c! an 
average of 0’ 38 foi the pom lakcu as 

•a whole. In olhet words, to equalise poq- 
tax expenditiiics the indirect tax svsiem 
needs to traiisfci spending povvei to ihc ;xior 
via ail aggregate subsidy which amounts to 
38 per cent of its pre-tax expendituic Ihc 
comparable figures, using the ii.tdiiioiial 
Diamond Mii rices methodology based on 
social weltaie maxiimsalion and identical tax 
lates .icross alt individuals (i e, licli and jioor 
alike), amounted to only (1114 and 0.12(1 
,1 k'vels of ‘iiieqiialiiv aveision', equal to 
3.0 and 5 0, respectively. In olhci words, the 
iniioduction ot differential tax rate> heiwceii 
licli .md pool leads to a substantial ineiease 
in ilic redisirihmion potential ol indirect 
tax'trioii 

The vonimodiiy ta.x rates fot the poor, i,'. 
weie, then, oliiained bv minimising I.,, with 
respect to the ta\-i,itcs and subject to Ihe ag- 
giegaie subsidv consiraint. We set up the 
I agrangeaii 

L*-L, (I*,,, ,i[,_p.p)-i- 

H, n H, 

Z X t'px,"! .,18 Z (M) 

h. !■- 1 ‘ ' 

1 J 

Diffeicniiating 1.* with respect to 
Itpi},, . ., ijj. rjj and setting equal to/CIO 
gives us the “optimal” solution in the usual 
way. 1 .1 is a fairly complicated non-linear 
funetisin of the choice paraineteis, It'j, and 
the further presence of the subsidy con¬ 
straint meant that the solution required non¬ 
linear minimisation. The estimation was per¬ 
formed using non-linear minimisation 
routine, based on NACi sub routines, special¬ 
ly wiiiten foi me by my colleague, John 


Smith, I'm this purpose It is. perhaps, worth 
repeating itiai. in a bteak with conventional 
pr.teiiee, we used llic intlividiial-speeifie 
parameter estimates, piescnicd in table 1, to 
compute the inilividual ‘losses’ and, from it, 
the aggregate loss, 1 I'he constraint 
parameter r) can. incideniaily, be interpreted 
as the marginal effect on the aggregate ‘loss’ 
of the poor ol raising its aggregate subsidy 
by 1 per cent. 'I his is analogous to the inter- 
pietation given to the revenue constraint 
parameter in traditional social wellare func¬ 
tion based optimal tax calculations. 

The ‘optimal’ commodity lax rates and 
the associated constraint value arc presented 
in table 2 at 3 widely dispcr.sed levels of ‘in¬ 
equality aversion’ e,. 1 he reader will recall 
that £, determines the weights attached by 
the planner to the various indiv-duals w'ho 
are considered ‘poor’, as he aggregates their 
gains and losses in moving from a pci fectly 
diflerentiaied tax rale system to one assum¬ 
ing identical rate for all poor. The subsidy 
i.ate loi Cereals goes up, while that lor 
'Olhei Non-hood’ goes down—the latter 
quite sharply—with increase in ‘inequality 
aversion’. Similar monutonic variation of tax 
rates with t, exist for all other items as well. 
Note, also, that at low values of r,, ‘op- 
limal’ subsidy rale is nearly uniform, but 
dgniricant non-uniformities exist at Rawlsian 
lesels. The negative sign in the rj- estimate 
eonfirirs that the increase in aggregate sub¬ 
sidy to the poor, i e, in the amount of 
transfer fiom the rich, reduces the lormer’s 
‘aggregate loss’. The magnitude of the poor’s 
gain from raising the subsidy goes down 
quite sharply with ‘inequality aversion’. It is 
useful to draw a parallel between the varia¬ 
tion of subsidy rales and a similar variation 
in the lES-based optimal commodity tax 
rales presented in Ray |1983]. and obtained 
using the traditional identical lax rale 
framework. 
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An interesting and a desirable feature of 
table 2 is that, under the proposed dual tax 
rate system, the ‘poor’ receive subsidy on all 
items. Table 2 also presents, for comparison, 
the corresponding commodity tax rates 
using the traditional social welfare function 
maximisation methodology and aggregate 
data based demand elasticities, and assum¬ 
ing identical tax rates for all individuals. If 
one ignores the greater than unity estimates 
as reflecting data problems', it is readily ap¬ 
parent that the poor gain much less under 
the identical tax-regime, even though it is 
‘Rawlsian-minded’, than under dual tax 
rates. Though the subsidy on cereals is 
higher in the former, this is more than com¬ 
pensated by the large positive tax on most 
other items. As already icported, a budget 
share weighted average of the social welfare 
function-based commodity tax rates in the 
last column is only ■ .12, i e, a net subsidy 
of only, 12 per cent as compared with 38 per 
cent for the proposed variant. 

Ill 

Summary 

This paper provides empirical evidence in 
favour of a system of differentiated com¬ 
modity tax rates between the rich and the 
poor. The case for such a policy rests on the 
substantial increase in the redistributive 
potential of indirect taxes if we relax the con¬ 
ventional assumption of identical tax rates 
between all individuals. The estimation 
involved a 3-step process: first, allocate the 
aggregate revenue requirement between 
individuals so as to equalise after-tax expen¬ 
ditures; second, allocate the individual's ag¬ 
gregate tax (or subsidy as the case may be) 
between commodities using conventional ‘ef¬ 
ficiency’ criteria; finally, aggregate the 
individual-specific commodity tax rates into 
two tax rates—one for the rich, one for the 
poor—using a ‘loss minimisation’ procedure 
which is quite similar to conventional social 
welfare maximisation. The assumption of 
identical tax rates across all individuals 
forces a straitjacket on conventional tax 
calculations whereby we have the paradox 
of a very rich person receiving subsidy on 
cereals (and that, too, at the same rate!) as 
a very poor person, even though the tax¬ 
setting authority happens to be ‘Rawlsian’. 
The dual tax rate variant, proposed here, rec¬ 
tifies this anomaly and, as our illustrative 
calculations for India show, this leads to a 
three-fold increase in redistribution to the 
poor. 

Before concluding, it is necessay to em¬ 
phasise that the present exercise assumes 
absence of administrative costs and easy im¬ 
plementation of the proposed dual tax rate 
policy. In the real world that we live in, this 
IS clearly untrue Severe practical difTiculties, 
e g, in identifying the poor, are likely to pose 


serious obstacles. One may note, however, 
that the existing system of rationing and 
its co-existence with the free market is 
analogous to a system of dual indirect tax 
latcs. The motivation of the present calcula¬ 
tions is to impress upon the reader the con¬ 
siderable increase in the redistributive poten¬ 
tial of indirect taxation if we relax the 
assumption of identical tax rates. A lot more 
work needs to be done, however, to convert 
the present results into a specific suggestion 
for tax reform. 

[1 am grateful to John Smith of Manchester 
University, UK for the non-linear minimisation 
routine which he wrote specially for my use in 
this study. I also wish to thank seminar par¬ 
ticipants at the Development Economics 
Research Centre, Warwick University, UK, ISl 
Calcutta, JNU, Delhi and the 1985 World Con¬ 
gress of the Econometric Society in Boston, 
USA for helpful comments.] 
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at Bebcdohol in Pune district. The industrial 
explosives’ project of Noble E.xplochem at 
Hingni in \^rdha district, set up in financial 
and technical collaboration with AB BOFORS 
of Sweden and Dyno Industrier of Norway, 
will also be going on stream early next year. 
Yet another project, Dyn India in collabora¬ 
tion with Oynamit Nobel AG of Federal 
Republic of Germany, is also making 
headway towards implementation at Sindi 
in Wardha district. As many as 70 NRl 
sponsored projects have been committed 
during the last financial year alone. These 
projects coyer a wide spectrum of products 
from control modules for computers to 
industrial ceramics. B M Gogte, the new 
chairman told annual general meeting that 
Maharashtra continues to be in the vanguard 
of industrial development in respect of 
industrial approvals from the government of 
India. With % letters of intent, 53 industrial. 
licences and 73 DGTD registrations issued 
by the government of India during the first 
half of 1986, Maharashtra ranks first in 
each of them among ail the other states. 
Additionally, aided by the general improve¬ 
ment on power and labour fronts, the state 
scores well over others. 
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Toiling without Rights: Ho Women of 

Singhbhum 

Madhu Kishwar 

While the role of unequal land rights in determining the status of different caste and class groups in India has 
b^n the subject of much debate, their impact on women’s status has genefally escaped attention. In fact the 
patriarchal bias of the social and the legal system gives rise to the assumption that once the men of the family have 
land, the women’s needs are automatically taken care of. This study attempts to place the issue of the denial of 
land rights to Ho tribal women in the context of women’s daily lives, work, struggle for survival and status in the 
family and community. 

The paper is being published in three parts. 


THIS study attempts to place the issue of 
the denial of lard rights to Ho tribal women 
in the context of women’s daily lives, work, 
struggle for survival, and status in the family 
and community. Although the situation of 
Ho women has certain important excep¬ 
tional characteristics, it is, by and large, 
typical of the situation of tribal women. 

The role of unequal land rights in deter¬ 
mining the status of different caste and class 
groups in India is the subject of continuing 
debate. However, the impact on women’s 
status of their land rights is seldom fully 
comprehended. That is why, on the few oc¬ 
casions when land redistribution program¬ 
mes have been undertaken in different parts 
ot the country, land has been given in the 
name of the male “head of the household” 
while women have almost never received 
land in their own names. The patriarchal 
bias of the .social and legal system gives rise 
to the assumption that once the men of a 
family have land, the women’s needs are 
automatically taken care of. A close look at 
lural society and family life reveals that just 
as the landless poor or marginal peasant 
groups are vulnerable socially and politically 
because of the marginality of their rights in 
land, so also, women in rural India are 
especially vulnerable because of their lack 
of land rights, and this is true not just of 
landless poor women but also of women 
belonging to landed families. 

Historically, landholding patterns in India 
have exhibited great diversity. But, during the 
last century and a half, this diversity has 
been giving way to certain newly-emerging 
dominant patterns most clearly visible in the 
landholding and family system that prevails 
amongst Hindu peasant groups in the nor¬ 
thwestern plains. Under this system, land is 
inherited by sons alone. The systematic 
disinheriting of daughters is accompanied 
by the practice of dowry. The women acts 
as a vehicle for the transfer of wealth but 
is not allowed to exercise independent con¬ 
trol over income or property. She is perceived 
as a burden and as a repository of family 
honour, but delinked from visible forms of 
productive work, secluded, and severely 
restricted in her movements and interactions. 

However, there are many communities, 
cspwially in southern and eastern India, 
which display different patterns. Even in 
north India, the position of tribal women 


has been substantially different from that of 
caste Hindu peasant women. But, today, 
these minority cultures seem to be moving 
in the direction of emulating the cultural and 
socio-economic patterns of caste Hindu pea¬ 
sant groups, thus losing those features of 
their own society which had positive conse¬ 
quences for women. 

An indepth study of these minority cul¬ 
tures is very important in order to under¬ 
stand (1) the points of strength for women 
in different cultural traditions; (2) how and 
why these points of strength are being erod¬ 
ed; (3) features that make for a situation of 
relatively greater or lesser vulnerability for 
women; (4) the kind of changes that have 
the potential to help women acquire econo¬ 
mic and social strength; and (S) the special 
imprications for women of the .spread of the 
dominant Hindu peasant culture amoii;i; 
minority groups. 

This study of Ho tribal women will dwell 
on these issues and attempt to link them to 
the question of the denial of land rights to 
women. 

Karonja' is situated in Singhbhum 
district, Bihar. This is one of the most richly- 
endowed parts of India. Formerly, most land 
in Singhbhum was forested but today, most 
land has been brought under cultivation or 
reduced to a rocky waste. Sotne forests still 
remain. But the area has witnessed increas¬ 
ing deforestation in the last century. 
Singhbhum is the site of very large deposits 
of iron, bauxite, lead, manganese, copper, 
limestone, sandstone, slate and other 
minerals. More than a quarter of the total 
mining activity in India is carried on in this 
area. A number of heavy industries are 
located here and major industrial townships 
have grown up around them. 

According to the 1971 Census, scheduled 
tribes constituted 10 per cent of the popula¬ 
tion of Bihar, and 7 per cent of the popula¬ 
tion of India. Yet, tribals have not greatly 
benefited from the industrial development 
of the area. Many have been displaced from 
their ancestral lands and not given adequate 
compensation. Most lucrative jobs in in¬ 
dustries have gone to non-tribals. The few 
tribals employed in industries work as un¬ 
skilled labourers, doing the heaviest and 
lowest paid jobs. 

Karonja is, in most ways, a typical Ho 
village. It has, in many ways, remained 
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untouched by the economic expansion and 
upheavals caused by the indu$triali.sation of 
the district. It is situated in an interior area. 
Yet, despite its apparent remoteness, the 
village Karonja has been deeply affected by 
the happenings in the outside world The 
village is imhabited almost totally by Hos 
who are concentrated in the Kolhan area of 
Singhbhuni, con.siituting 10 per cent of the 
tribal population of Bihar. Hos share many 
common features with other tribes of the 
area, such as Mundas, Oraoiis, Santhals, 
Kharias, and others, yet they retain a distinct 
identity. In the course of the last century, 
the process of peasantisation of different 
tribes has been so thorough that the socio¬ 
economic life of tribals today is in many 
ways similar to that of neighbouring non- 
tribal peasant group.s. Today, the Hos are 
settled agriculturists. The practice of shif¬ 
ting cultivation which was characteristic of 
triabls has almost totally died out. They are 
no longer able to depend on hunting and 
forest gathering for a major part of their 
subsistence. The forests are fast disappear¬ 
ing and those that remain are out of bounds 
for most purposes because of increasing 
restrictions placed by government. Yet, they 
continue to engage in regular gathering ac¬ 
tivities and occasional hunting to supple¬ 
ment their subsistence. 

Karonja is divided into upper and lower 
regions. 1 cpnducted interviews in the lower 
tola which has about 100 families living in 
it. About 30 out of these 100 have converted 
to Christianity but most of them have not 
given up their traditional forms of worship. 
The only non-tribal families are a lohar and 
a gop family. Both are among the poorer 
families in the village. Most Ho villages con¬ 
tain a few families from artisan groups who 
are non-tribals. 

Almost all the land in the village is still 
owned by Hos. An important reason for this 
is the lack of irrigation facilities and of elec¬ 
tricity and the consequent low productivity 
of agriculture. All the families grow one 
major rice crop a year which they sow dur¬ 
ing the monsoon. Some families grow a se¬ 
cond, subsidiary crop of wheat and lentils. 
However, when rains fail or are delayed, 
there is not even one crop a year. Even one 
year's monsoon failure causes scarcity. 
Often, the crops fail for several years in 
succession. As a result, food scarcity is a 
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chromic problem lor most families. 

Land size is usually measured in terms of 
the amount of rice produced. The Iwal 
measure is a bandi which is roughly 
equivalent to 400 kilos of paddy or 200 kilos 
of rice Most families have to supplement the 
income from land with other sources of in¬ 
come such as working on other people’s 
land, collection and selling of forest produce, 
and seasonal migration as ca.sual labour in 
mines, construction industry, biick kilns and 
other worksites. The nearest tiaiii station is 
two hours* walk away. Until recently, only 
two local trains stopped each day at this 
station. Now, one more fast train has started 
halting here. The village has no taired road 
so there i.s no bus service. The nearest city 
is Chakradhaipur, about 25 kilometres away. 
There is no industry or mine within walk¬ 
ing distance. Therefore, those who seek 
employment outside cannot commute daily 
hut must migrate for employment. The 
nearest torcst, wheie residents go for gather¬ 
ing, and on tare occasions for hunting, is 
about two hours’ walk away. There is a 
primary school m the village which is run 
by one teacher. About 60 pupils are currently 
enrolled of whom about 25 attend school 
regularly. The nearest secondary school i; 
.situated about two hours’ walk from tht 
village. 

The total number of women interviewed 
in Karonja was 37. However, of these, only 
30 interviews were used in the analysis. Three 
interviews remained incomplete. Two of the 
three had to return to their homes to con¬ 
tinue their work, halfway through the inter¬ 
view. The third refused to continue, because 
she suspected that I might be from the 
family planning deparinicnt, and would lure 
her into getting .sterilised. IWo ether inter¬ 
viewees were girls aged about 12, and 
although they do as much work as an adult 
woman, 1 fmaliy decided to restrict the study 
to adult women aged 18 and above.' 

The problems these women faces are pro¬ 
blems that lie at the heart of contemporary 
Ho culture. The account which follows is 
based mainly on women’s perception of the 
situation. 

Women and the Economy 

It IS no exaggeration to say that in tribal 
sillages. the economy functions primarily on 
the basis of women’s labour. The magnitude 
of the work burden may not be visible to an 
inexperienced outsider because the pace of 
work looks very unhurried, except when' 
women are seen returning, half running, 
from the forest, carrying enormous loads of 
wood on their heads. If one made a com¬ 
prehensive list of tasks performed by women 
and children and another of those per¬ 
formed by men, one would conclude that 
women and children perform about 90 per 
cent of the total labour in villages. 

AmSng the lew tasks that women do not 
perform is ploughing. They are ritually pro* 


hibued from touching the plough. So strict 
IS the taboo thi'i men do not bring the 
plough inside the house lest women touch 
it by mistake. Women arc made to believe 
that their touching the plough will bring ill 
luck to the whole village, such as a drought. 
Women who dare break the law arc fined 
heavily by ihe panchoyat. In rare cases, they 
could even be stoned to death. Needless to 
say, the panchayars are contposed only 
ol men. 

It i.s often argued that the ban on women 
ploughing exists because ploughing is a very 
strenuous activity which women arc con¬ 
stitutionally incapable of performing. 
However, this theory appears unsound 
because even 12-ycar old boys manage to use 
the plough with perfect ease, whereas adult, 
abicbodied women, who are clearly much 
stronger, are not allowed to do so. The 
plough used in this area is of a very light 
variety which makes no more than a two-to 
thrce-inch deep furrow. Thus, ploughing 
would not be a heavier task than many 
others that women routinely perform, such 
as cutting firewood and carrying huge 
hcadloads from distant forests. 

Even if a woman feels capable of 
ploughing, she is not permitted to do so. If 
there is no male m the family, she has to hire 
a map from the village to do the job. The 
real purpose behind the taboo seems to be 
to strengthen male control over the land, 
even while women perform the bulk of the 
labour on the land. The taboo ensures that 
women can never conduct agricultural 
operations on their own, without male co¬ 
operation. It is very common to find that 
a woman who has no male member in her 
family finds it difficult to hire male help for 
ploughing, especially it she is in conflict with 
powciful men in the village. Even at 
ploughing time, women are busy. Not only 
do they carry food for the men to the field, 
but also walk bent double behind the 
plough, breaking lumps of earth with a hoe 
or with their bare hands. They also do 
weeding at this time. Men hardly ever per¬ 
form these tasks which are, in many ways, 
far more strenuous than ploughing. Before 
sowing begins, women, without any help 
from men, prepare manure from the cowdung 
that is collected throughout the year in a big 
pit near each house. Women make dozens 
of trips between house and fields, carrying 
the cowdung compost in baskets on their 
heads and sprinkle it with their hands in the 
fields. Transplanting of rice is done ex¬ 
clusively by women. Threshing by hand is 
considered a women’s job. If threshing is to 
be done with animal power, it is done by 
men. But hand threshing by women is the 
perferred method, because the straw can 
then be used to thatch roofs, while after 
animal threshing, the straw cannot be used 
for anything except fodder. 

Harvesting of grain is done by women 
with help from men. .Carrying the giain from 


the field,s to the house is done by women, 
especially if it is to be carried on the head. 
In case a bullock cart is available, a man may 
help with the carrying. However, making big 
bundles of the harvested rice is primarily a 
man’s job, although women help. This en¬ 
sures that the man knows exactly how much 
grain is harvested, even though he may not 
have helped in the harvesting. This gives men 
greater control over production than they 
would otherwise have, considering the 
marginality of their labour contribution. 

Men arc supposed to help build em¬ 
bankments and lake care of irrigation and 
water drainage in the fields. But, often, when 
a man is not available, women do these jobs. 

In addition to fieldwork, women gather 
forest produce such as sal leaves, datuns, 
medicinal herbs, wild fruits, berries and 
nuts. Almost every woman has to routinely 
go to the forest to gather firewood and sal 
leaves (which are used as plates) for her 
laniily’s use. Firewood is the only form of 
fuel available. Men do not help to gather fuel 
for the family. They help occasionally when 
big logs of wood are needed to build or 
repair a house. Men usually carry wood in 
a bullock cart. Men never carry firewood on 
their heads although they may carry it on 
their shoulders. Women arc not supposed to 
drive a bullock cart. 

Due to continuous deforestation very few 
villages are close to forests, so forest gather¬ 
ing has become increasingly strenuous. A 
number of women also have to gather fire¬ 
wood for sale, especially in the lean season 
when less well off families exhaust their 
stock of rice and depend on firewood sales 
for subsistence. In times of acute scarciiiy, 
women’s gathering activities assume great 
importance for family survival. 

Sometimes, the women travel ticketless 
but they then have to pay a small bribe. They 
also have to spend money buying food and 
rice beer in town. On these journeys, the 
women often carry with them their little 
babies, especially those who are being 
breastfed. They also usually carry some rice 
and a cooking pot so that they can cook a 
meal at the railway station on an improvised 
chulha. Women of a village usually travel in 
a group to the town market. 

In the market, women also undertake, 
bartering activity, exchanging grain, poultry, 
lentils, mahua fruit, oilseeds, for soap, salt 
and oil. Since most families do not have a 
grain surplus, the women have to gather 
forest produce such as karonji seeds used by 
sweet-meat sellers in cities. One measure of 
karonji seeds is bartered for 30 measures of 
salt, equivalent to a couple of kilos at most. 
karonji sells at about Rs 60 a kilo and salt 
for about Rs 2 a kilo. Not only is the ex¬ 
change unequal jn value but the amount of 
labour that goes into gathering karonji is 
mindboggling. It takes a woman several 
weeks to gather about half a kilo of karorfji 
while she is collecting firewood and leaves. 
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Women from Karonja usually do not go 
to the nearest weekly market because women 
from farther off villages go there. Karonja 
women go to Chakradharpur or Rourkela 
market. If a woman is carrying firewood for 
sale, it is difficult for her to travel in a train 
or bus because these are usually overcrowded. 
So they walk long distances to marker. 

A noteworthy feature of marketing acti¬ 
vity in this area is that while women con¬ 
duct most of the petty trade, the more 
substantial trade is in the hands of nontribal 
men. In the weekly markets, women sell field 
or forest produce or handmade goods. I'he 
non-tribal men either bring manufactured 
goods from outside and sell them at a pro¬ 
fit or buy the women’s produce and take 
them to city markets to be resold at a higher 
profit. Women arc never involved in this level 
of trade, because very few women would 
have the c.ipital required. Such trade also 
requires extensive dealings with a market 
economy dominated by iion-tnbal men who 
tend to be more crafty m their transactions. 
Illiterate irib.il women wlio have developed 
skills mainly foi the bartei form of iiade 
would be likely to be clieated and to lose 
their business, 

L'ven though Ho women aie more active 
than men in agricultural a.4d marketing ac- 
tivilies, they have to do all the household 
work without much help from men. 
■Although the Hos do not consider it degra¬ 
ding tor a man to help with housewoik, as 
do upper caste Hindu peasant groups, yet 
such help is extended only in times ol crisis, 
as when a w'oman is .seriously ill. Bccau.se 
of the primitive nature of the economy, 
simple chores such as preparing paddy for 
consumption involve an cnoi mous amount 
ot work. The one job men do is thatching 
the roof. Like ploughing, this is tabooed to 
women. II a woman defies the taboo, she is 
liable to punishment by the community. The 
taboo seems to be another way of ensuring 
that a woman cannot take care of her sur¬ 
vival needs it she goes beyond a point in 
defying male opinion in the village. A house 
is thatched once in seveial years and the roof 
needs repair not more than once a year. In 
comparison, the tasks connected with the 
eveiyday maintenance of the hoii.se are lelt 
to women. Men also help in the occasional 
tasks of building a fence, putting in wc'oden 
doors and so on. 

Childcare is mainly u woman's respon¬ 
sibility. She is helped by her older children 
to take care of the younger ones. Bui when 
infants are being breastfed, women often 
carry them on their backs when they go to 
work in the fields or go gathering in the 
forest. The nature of women’s work does not 
allow for any break whatsoever. The house¬ 
hold would starve and the village economy 
come to a halt if women ceased working even 
for a few days. Sinee most families do not 
grow enougn food for year round consump¬ 
tion, women must work every day to make 
both ends meet, especially if the man does 


not have a cash income. Most Ho families 
arc nuclear, so there may not be another 
adult woman to take over when the wife falls 
ill. Few women can afford the time to gel 
(hemsieves treated when ill. 

Kairi Digi of Karonja has a veiy serious 
skin di.sea.se which is due to an allergy to the 
sun. She is unmarried, aged about .10, and 
lives with her old mother and a young un¬ 
married brother in his twenties, who docs 
nothing to earn a living. She is the main 
worker in the family. On her own, Kairi 
would never have been able to make time to 
go to a doctor. The woman social workci 
managed to persuade her to go, see a skin 
specialist in a nearby town. But she could 
not continue the treatment, first, because she 
could not afford the Rs 50 a month it would 
cost, but, mote important, because the 
doctor told her to stop working in the sun 
for u few miinths, 

C hildicn's illnesses have to be similarly 
neglected, even when the mother is awaie 
that such neglect will, in all probabilitv, 
result in the child’s death. A 13-year old boy 
was seriously ill. When I asked his mothei 
why she did iwt take him to the doctor, she 
reasoned thus: “C-'hildren 1 can get any lime 
but where am 1 supposed to get the time and 
money foi his ireatment? If 1 leave the work 
and go to gi't him treated, all the othci 
children in the house will starve and die It 
is belter to let one die” And, indeed, he died 
in a few days. 

In compatison, the few tasks that men 
perform such as ploughing, building roofs 
or hunting game, require a one time exer¬ 
tion spread over a few days, between long 
intervals of inaction. These jobs can easily 
be taken care of by hiring someone for those 
few days in case a son, brother or hii.sband 
is not available. However, it would be im¬ 
possible to substitute a woman’s labour with 
hired help. 

Even the festivals do not bring much relief 
to most Ho women. Most wtitings on the 
Hos draw a picture of the gay abandon at 
festivals like Maghe Parab, as if all par¬ 
ticipates uniformly. In fact, festivals add to 
the workload of married women who have 
to entertain guests from neighbouring 
villages, clean and decorate the house, and 
piepare extra rice beer. They may join in the 
dancing and singing for an hour or so i's the 
daytime hut the festival does not really mean 
tor them a break trom the work routine. 
Only unmarried women take a full part in 
the dancing which goes on for hours on end, 
ihroiighoiit the day and the night. This is 
because festivals arc the occasion for court¬ 
ship and selection of marriage partners. 
Men, whether married or unmarried, spend 
all their time at the festivities. 

Why MtN S Labour is Pt-RiPHCRAi 

There are several reasons for men’s labour 
contribution being so low amongst the Hos 
and most other tribal groups. Before the 
tribals took to sedentary' agriculture, the 


major division of labour between the sexes 
involved hunting, warfare, and clearing of 
forests being done mainly by men. ITiis gave 
man a sort of monopoly over the means of 
violence. Ho women are traditionally not 
allowed to use bows and arrows and other 
weapons. This monopoly strengthened men’s 
power over women. The Ho tribe was 
patrilineal and patriiocal even before the 
Ho.s became settled agriculturists, although 
the absence of developed forms of private 
property helped prevent it from being as 
heavily patriarchal. 

However, with British conquest, intertribal 
warfare ended. The superior military might 
of the British and the administrative 
methods they developed of keeping the Hos 
under control resulted in men slowly losing 
what used to be important functions. Over 
the decades, new forest policies and pro- 
giesMve deforestation of the area entailed the 
imposition of restrictions on hunting. But, 
«u the same time, men were given exclusive 
individual rights over the cultivable land, 
and this gave them a new power base. 

Women hud traditionally taken care of 
agriculture, forest gathering, marketing and 
hosuchold work In settled agriculture, 
they continued the same jobs, with one 
difference—their position became that of 
diudges on the land while men were left with 
little to do. In a Ho village, it is common 
to sec men loafing around, cockfighting , 
drinking, smoking bidis. and chatting, while 
women do all the work, 

D N Majumdar, writing in the 1940s, had 
observed; the Ho men enjoy more 
leisure than women... the women toil hard 
from morning to night... the men have cer¬ 
tain busy seasons in the year... there is no 
continuous programme of work for men, 
though there arc plenty of diversions. Music, 
dancing, visiting friends in other villages, 
attending Hats and fairs, and lounging in 
the village headman's house form the main 
routine of Ho men”’ 

While men’s labour in today’s tribal 
economy is truly peripheral, one must em¬ 
phasise that the role of men’s labour even 
in non-tribal societies is usually e.\aggeratcd 
and overvalued. In most micro-studies of 
non tribal peasant societies, it has been 
found that women's total labour contribu¬ 
tion exceeds that of men. The bias that 
makes women’s labour invisible and exag¬ 
gerates the importance of men’s labour is in 
part a result of treating the I9th century 
British Victorian family norm as a ubi¬ 
quitous norm. Eaily ethnographic writings 
by 19th century British men rcfleeted the 
bias of the culture they came from, and im¬ 
posed these as the norm in descriptions of 
societies very different from their own. These 
biases have been slavishly picked up by many 
of the Indian anthropologists and socio¬ 
logists writing about tribal society. 

Ho WOMFN'S RiCiH rs IN l.AND TODAY 

Whether they are animists, Christians or 
hindu converts, Hos continue to be governed 
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Iqi their customery law in inheritance. In 
many ways, this so-called tribal law, in regard 
to women’s property rights, is very simitar 
to unreformed Hindu law of the mitakshara 
school. Under this law, women are not 
allowed to inherit property, but, a.s widows 
and unmarried daughters, they have a right 
to be maintained from it. 

Unlike in Hindu upper caste.s, where the 
right to be maintained means that the 
woman is economically dependent on mates, 
tribal women such as the Hos, because they 
play the key role in production, are not 
maintained by the men's labour, but get the 
right to cultivate a portion of the land in 
their lifetime. After their death, it reverts to 
men of the family. This is called a usufruc- 
tory right. 

The Hos and other tribals in the Kolhan 
are governed by the Chota Nagpur Tenancy 
Act which was p,sssed in 1908. The purpose 
of this act was to check the alienation of 
tribal lands by non-tribals. It prohibits 
tribals from alienating land by sale, gift, will 
or transfer except with the permission of the 
deputy commissioner. Rights in the land are 
“hereditary and inalienable and must des¬ 
cend to his sons; and if a Ho has not direct 
male issues, the land goes to his brother or 
next of kin; and if no kith or kin. to the 
village community represented by the 
M'lnda!'^ In practice, the last situation 
usually means that powerful families in the 
village grab the land. 

As soon as a daughter marries, she loses 
her limited usufructory right over parental 
land, even if the marriage turns out to be 
a nominal one. A married daughter thrown 
out by her husband cannot claim shelter in 
her parental home as a right, although some 
women are given temporary shelter by their 
brothers. An unmarried daughter has the 
right to work on and be maintained from 
her family's land. But she does not inherit 
as a son does. He has an inalienable right 
similar to the right of male coparceners in 
hindu joint family property. A daughter is 
not given an equal portion of land with sons. 
She is usually given a piece of land for her 
maintenance which is much smaller than the 
ones sons get. She may live with her brothers 
or demand a partition of the land and live 
by herself. If an unmarried daughter is raped 
or has a sexual relationship with a non-tribal 
man, she loses her usufructory right to the 
parental land. If she gets pregnant by a Ho 
man, she loses her right just as she would 
if she were to get married. 

A widow's usufructory right in her hus¬ 
band’s land is similar to that of an un¬ 
married daughter. She does not inherit the 
land but has a right to be maintained from 
it. She may live with one of her sons or she 
may demand a panition of the land in which 
case she would get a much smaller portion 
than a son gets. In practice, very few 
women’s customary rights are honoured. 
D N Majumdai observes: "The widow if she 


remains with a married son becomes a 
drudge in the latter’s family!’’ If she remar¬ 
ries. she loses her usufructory right over her 
dead hasband’s land which goes to her sons, 
or if there are no sons, to the husband’s male 
agnates. 

Ho women are also denied a right in other 
forms of family property. Daughters do not 
have a share in the family’s cattle or house. 
A married woman does not even have a right 
to the cattle that may be given to her father 
or brothers as her bride price. 

The Chota Nagpur Tenancy Act defines 
khuntkhattidar and mundari rights that 
create different categories of tenants, giving 
primacy to those who originally cleared the 
forests and established villages. Although it 
prohibits alienation of land by the tenants, 
it has several loopholes which have allowed 
land to slip away from the hands of tribals. 
First, .land can be sold or transferred with 
the permission of the deputy commissioner. 
This means that significant amounts of land 
get illegally transferred with the connivance 
of the government machinery. Second tribals 
are allowed to mortgage land. 1\vo kinds of 
mortgage are prevalent. Under bandhak 
mortgage, a sum of money is paid by the 
mortgagee to the mortgager, and a piece of 
land taken in exchange. The land is returned 
only when the .sum is repaid. Since poor 
tribals can rarely collect the cash to repay 
the debt, a bandhak transfer is sometimes 
a sale masquerading as a mortgage. Under 
thika mortgage, land is loaned for a fixed 
number of years in exchange for a sum of 
money. If the debt is not repaid, the land 
reverts to the original owner after the lapse 
of the time period agreed upon. If the 
mortgager is able to repay the debt any time 
before the fixed number of years have elap¬ 


sed, he or she can take back the land. Ikibals 
prefer to mortgage land on thika but, in 
times of distress, they are forced to give it 
on bandhak. Legally, tribals are allowed to 
give land on bandhak or thika only to other 
tribals, but, in certain areas where there has 
been an influx of hindu peasants from north 
Bihar, the latter draw the tribals into various 
fraudulent mortgage arrangements. This has 
led to large-.scale alienation of tribal lands. 

A male tribal can mortgage his family 
land whenever he wishers to. He can do this 
without consulting his female relatives who 
have a usufructory right in that land, 
because the land is registered in his name. 
But a woman, because she has only a 
usufructory right, cannot mortgage her part 
of the land if her male agnates disapprove. 
This arises a paradoxical situation wherein 
a man may give away his family land on 
bandhak, and use the money for his personal 
benefit, thereby depriving the women 
members of the family of their means of 
subsistence, without even consulting them. 
But an unmairied woman or widow will find 
it difficult even to give her land on thika, 
10 tide over a crisis, unless her male agnates 
agree to her doing .so which they rarely do. 

Status of a Win- 

Ho women's land rights as wives arc the 
mosi precarious of all. At no point of hei 
life can a woman claim a share in her hus¬ 
band’s land in her own right. She is only 
allowed to claim a right through her son, if 
she has one. The concept of joint property 
is totally unknown. The wife’s status is in 
many ways similar to that of a landless 
labourer. If a man decides to be considerate, 
the wife may feel she is part of a joint enter¬ 
prise. If not, she has no power, economic. 
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social or political, to resist maltreatment. If 
he takes away all the earnings from the land, 
leaving wife and children without enough 
food, she cannot demand a portion of the 
land to feed herself and the children. 

Of the 22 married women interviewed, the 
situation of 17 was, in some way or other, 
rendered more vulnerable because of their 
lack of rights over their husband’s land. All 
17 had problems trying to enforce their 
u.sufructory right under customary law. 
Jasmani’s story illustrates the dual insecurity 
of Ho women in relation to the land of their 
natal family and marital family, which 
makes their situation very precarious, despite 
their enormous labour contribution. Jasmani 
is about 25 years old and very small built. 
She has four brothers. Her father died when 
she was a child. Her mother died a few years 
before Jasmani married. She says: “We 
could not get much land from my father’s 
family because my father’s father died very 
young. Therefore, my grandfather’s brothers 
look away most of the land and left a very 
small share for my widowed grandmother^’ 
After her mother’s death, Jasmani was com¬ 
pelled to leave her natal home because two 
of her broihei s gave away the family land 
on fiandhak and went away to the city. 
Jasmani was not con.sulted and her usufruc- 
tory right as an unmarried daughter was 
ignored. She did not get any of the money 
that her brotheis rai.sed through the mor¬ 
tgage. In anger and frustration, she left 
home and migrated to Rourkela. There, she 
was employed by a contractor working for 
the steel plant in the only occupation allowed 
to tribal women—that of a headloader. She 
used to earn about Rs 7 to 8 as a daily wage 
labourer. While in Rourkela, she met her 
husband, Saluka Sundi. This is how she 
describes their marriage; “He used to work 
in the same place as a coolie. One day he 
came to my hut and said to me; ‘I have a 
lot of inconvenience cooking my food. I 
don’t even have proper utensils. Let me live 
in your hut. That way, I won’t have to pay 
Rs 7 as tent for my hut; ’’ So they began to 
live together. After a year or two, he decided 
to come back to his village and Jasmani 
accompanied him. In all, she spent four 
years in Rourkela. When 1 first met her in 
1981, she had already lived for about three 
years in her husband’s village. 

Jasmani and Saluka constitute a nuclear 
family. They have no children. Saluka has 
inherited three bandi land from his father. 
He has studied upto class six. Jasmani is 
illiterate but extremely intelligent and lively. 
Since she came to Saluka’s village, their rela¬ 
tionship has changed. Now she is living in 
his house, feeding off his land, and he spares 
no occasion to remind her of this. When they 
came from Rourkela, Jasmani brought with 
her Rs 400 that she had saved over the four 
years of working in Rourkela. All of this 
money was spent by Saluka on repairing his 
house, getting a new thatched roof and buy¬ 


ing seeds. So Jasmani is now totally depen¬ 
dent on his land. He is neglecful and violent 
in his behaviour towards her. He beats her 
up often and on the slightest pretext. She 
dares not retaliate even in .self defence 
because she fears he may hack her to pieces 
in his anger. He actually takes out his tangi 
every now and then and threatens to cut her 
in pieces. Once, she had a narrow escape- he 
came to attack her with a sharp weapon she 
ran for her life and took sheltei in his 
brother’s house. 

He also threatens to bring another wife. 
She says once he brought a woman home 
from a fair. That morning, he had snatched 
all the money Jasmani had—about Rs 14 in 
all—to spend at the fair. Since she had at 
first rcfu.sed him the money, he beat her 
severely. At night, he came with another 
woman and asked her to serve food to both 
of them. She refused, saying there was no 
food in the house. This was true, since she 
had, in protest, don' «« “'o*''' ■■•i' 
Addressing the other woman, Jasmani .said- 
“You are welcome to live here ,.s hi.s wile. 
Ixiok how he beats me. This morning, he 
snatched my money, beat me up and went 
away to u feast. Now, he comes with another 
woman. Do you think he will treat you any 
better?” The other woman got the message, 
quietly slipped out of the hoii.se and wont 
hack to her own home. 

Jasmani docs all the work on her hn.v- 
band’s land. Often, he refuses even to do the 
ploughing. She had brought her brother’s 
12-year-oid son to live with her so that he 
could plough the land. Her husband hates 
to work. Occasionally, he may thatch some¬ 
one’s roof and earn Rs 7 to 8 for that day. 
But, most of the time, he just loafs around 
the village and the weekly ma. kct. On the 
other hand, Jasmani does wage work in the 
village wherever she finds any. She docs not 
want to go to the city foi work as long as 
she can avoid it, because she says they make 
the labourers work very hard, without 
holidays. Also, there is no prospect of future 
security there. Like most Ho women, Jasmani 
prefers to live in the village and work on the 
land. And, like most Ho women, she has no 
land that she can call her own. Her only 
chance is to try and secure some kind of 
foothold in her hasband’s land. Her problem 
is that he can throw her out of the house 
whenever he chooses. Also, he can do' what 
he likes with the land without constilting.hcr. 
Let me illustrate by narrating an incident 
that occurred in June 1984. The day 1 
reached the village, Jasmani came to see me 
She was bruised and bandaged. Saluka had 
beaten her severely because she had opposed 
his plan to give a part of their land on 
bandhak to a person from a nearby village. 
He had given the field on bandhak to raise 
Rs 1,000 to pay a bribe to the police. The 
story of the bribe is as follows: Saluka’s elder 
sister’s daughter had been recruited by a 
local woman who acts as a sardarni 


(recruiting agent) for a brick kiln contrac¬ 
tor in Calcutta The young woman was 
molested by the manager of the kiln, as a 
result of which she came back, pregnant, to 
the village. In all this, the sardarni had con¬ 
nived with the owners and had not come to 
the rescue of the young woman. She was also 
cheated out of her money both by the sar¬ 
darni and the contractor. Saluka’s family was 
very angry with the sardarni and decided to 
take revenge As soon as the sardarni return¬ 
ed to the village, Saluka, his sister, and a few 
others beat her up. She was badly injured 
and was taken by her family to get a criminal 
case registered. When the villagers came to 
know that it had become a police case, they 
prevailed upon Saluka and his associates to 
go to the police station at Sonua and sur¬ 
render. The reason was simple. The villagers 
knew from experience that if Saluka did not 
surrender, the police would come to search 
lot him. (Jnce the police entered the village, 
there was no knowing what they would do. 
They would have an excuse to indulge in in¬ 
discriminate intimidation and extortion. 
T herefoie, the villagers thought it would be 
better for Saluka to go and strike a deal. 
When he reached the police station, he was 
arrested and handcuffed for about half an 
hour. After that, a deal w'as struck. Saluka 
would pay Rs 1,000 as bribe on behalf of 
hinrself and a relative who was also an ac¬ 
cused party. The police would then close the 
case. 1 hcrefor, Saluka decided to mortgage 
a part of their land. 

However, Jasmani felt that once the field 
was mortgaged for seven years, they might 
never gel it back. Also, in the seven years, 
they would have much less food. As it was, 
they did not have enough for year-round 
consumption. So she told Saluka to accept 
the arrest and let the court case continue. 
Her reasoning was logical: "At best, they will 
sentence you to a few months in prison. That 
will mean you will be fed free for several 
months. We will save some food in the 
house. So, when you come out of prison, we 
will have a little surplus, and, of course, the 
land will be intact. Better that you go to jail 
and come out in a few months than that we 
lose our land!’ This logic, of course, did not 
appeal to Saluka. So he beat her up and went 
ahead with the mortgage. 

Whenever 1 met Ja.smani, she always 
talked about wanting to leave her husband. 
But she had nowhere to go. She said she was 
willing to leave it he returned her Rs 400. 
She did not want to leave without any money 
in hand, becau.se if she fell sick in the etty 
and could not work for .some days, she 
would starve Her health has deteriorated 
considerably after marriage. She looks 
malnourished and has not enough stamina 
for the hard labour required at worksites. 
She tries to save some money for herself by 
hiding a part of the paddy produced in the 
fields and .selling it behind her husband’s 
back. But he invariably snatches away 
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whatever money she has, since he does no? 
earn any cash himself. She says: "He beats 
me up less during days of scarcity because 
if 1 were to go away, he would find it hard 
to fend for himself. However, when there is 
enough rice in the house to last a few 
months, as after the harvest, his beatings and 
threats increase and 1 am often asked to leave 
the house." 

She does not want any children because, 
as she says: "Apna to Much Ihikana nahin 
hai, hacha lekar kya karega?” (I have no 
security myself, what will I do with a child?) 
But she admits that her position might have 
been relatively stronger had she pioduced a 
son. "Right now, he keeps .saying ‘the fields 
are mine, you leave my house’. Then I could 
have replied: ‘The field'- are mine too now’. 

1 would have acquired a right through 
my on” 

Son pRr-FFRFNt'i; and Land Riotns 

The tact that land can be inherited only 
by sons and that daughters have minimal 
usufructary rights only as long as they stay 
unmarried, creates conditions of domination 
by men and also gives rise to a culture of 
son preference, even when, in most other 
respects, it is far more advantageous for a 
woman to have daughters. 

The nuclear family is the norm amongst 
Hos. When a man gets married, he usually 
separates from his parents and builds his 
own house on part of the family land. 
However, the agricultural land is often not 
divided among the sons until they themselves 
have sons. The youngest son usually remains 
in the parents’ home and often gets a 
somewhat larger share of the land when par¬ 
tition takes place, since he has to support the 
parents. The assumption is that, if a man 
has no sons, the land he cultivates in his 
lifetime will revert to his brothers and their 
sons after his death, so land need not be par¬ 
titioned. The man is assured of his right over 
the land in his lifetime, but his wife is in a 
much more insecure position. After bis 
death, she is dependent on the goodwill of 
her husband’s male agnates. If she has a son, 
she has a right over his portion of the land, 
which she can cultivate in his lifetime. Thus, 
women arc forced into a situation of son 
preference. 

It should be emphasised that a mother’s 
right through her son is only a usufructory 
right, during his lifetime, but is considered 
more secure because a son is expected to 
outlive his father. If, however, the son dies, 
the mother’s right through him does not sur¬ 
vive. Maki Bui’s sons died in childhood so 
her hitsKand’s family did not allot the couple 
a portion of the land. As long as her hus¬ 
band was liv ing outside the village because 
of his job, he did not feel the need to 
demand a shai c. After retirement, he settled 
in the village i-nd was allowed the use of a 
small portion 3f land. After his death, 
Maki’s usufructory right has been denied to 


her by his male agnates. 

A woman's staying power is also deter¬ 
mined by the age of her sons at the time of 
her husband’s death. Mukta’s father died a 
couple of years ago of cancer. He was sur¬ 
vived by his wife, four daughters and two 
.sons, aged three and six. Mukta, aged about 
20, is the oldest daughter. The family land 
has not been formally partitioned. Mukta's 
father’s elder brother controls the land. He 
has allotted a very small portion of the land 
to Mukta’s family to cultivate, instead of 
dividing the land into two equal portions. 
He has a 2S-year-old son who has studied 
up to college level. He himself has lived and 
worked at Gua mines where he earned a 
regular salary of Rs 800 a month. The extra 
income enabled his family to buy farm 
animals and agricultural inputs. All this has 
made his family one of the most powerful 
in the village whereas Mukta’s family, with 
two infant sons, no regular source of income 
and not enough land, is among the most 
powerless. Whenever they ask for a formal 
division of the land, the uncle’s family reply: 
“Not yet, not yet”, obviously hoping that the 
baby sons will die, thus rendering partition 
unnecessary. 

Sona’s case shows how having grown-up 
sons can help a woman keep a foothold on 
the family land even when her husband 
abandons her and remarries. Sona is about 
50 years old. She was widowed about three 
years ago. She has two adult sons and two 
daughters. Her husband was in the police 
and lived in Tatanagar where he took a 
second wife by whom he had a daughter, 
now aged about 20. After he retired, he 
returned to the village with the second wife 
and built a separate house for her. After his 
death, the second wife could not get a share 
in the land because she has no son. Even her 


usufructory right as a widow was not 
honoured. Thus, it is not enough to have a 
legal right tb land. The ability to enforce the 
right is even more important. Women who 
have only daughters or baby sons t^d to be 
relatively powerless in the violence-charged 
atmosphere of the village. The land of such 
widows is. often snatched away from them 
by male agnates through force or fraud. 

But son preference amongst Hos does not 
have the kind of fatal consequences for 
female children that it has amongst some 
hindu peasant castes. Daughters are more 
valued by mothers because of their work 
capacity. A Ho woman’s work burden is kill¬ 
ing if she has no daughters to help her. 
Grown-up sons rarely help their mother. 
Also, Ho girls fetch a bride price instead of 
taking a dowry so they are not perceived as 
a burden on the family. Therefore, the Ho 
type of son preference does not include a 
dread of having daughters. The sex ratio in 
the region gives an indication of the rela¬ 
tively more favourable position of females 
among the Hos. According to the 1971 Cen¬ 
sus, there were 1,041 women for every 1,000 
men amongst the Hos in Bihar. In the nor¬ 
thern plains, Punjab and Haryana (874), UP 
(883), Bihar (956) and Rajasthan (919) have 
adverse sex ratios for women. Most hindu 
peasant groups which manifest low sex ratios 
have a deep-rooted tradition of paying huge 
dowries to sons-in-law. 

Most of the women interviewed categori¬ 
cally stated that they personally preferred 
daughters. Jasmati, when she became preg¬ 
nant after several years of a fairly bad 
marriage, said that even though a son would 
improve her position vis-a-vis the land, she 
wanted a daughter. Her reasoning was: 
“Even if I have a son. this man (her hus¬ 
band) may not keep me in his house. If he 
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does allow me to stay, what do I need a son 
for? if our land goes to his uncles or cousins 
after he dies, what dal care? If I don't have 
a daughter, who is going to give us some 
affection and warmth when we are old? A 
son and daughter-in-law will never do that. 
When my mother was sick, I cared for her. 
None of my brothers cared for heif’ 

Another reason for son preference is that 
the outside world of education and employ¬ 
ment is extremely male-oriented and male- 
dominated. Therefore, if Hos have to seek 
a foothold in the mainstream economy, they 
can do so only through sons. 

That the culture of son preference has 
largely been imposed on Ho culture by 
patriarchal land relations becomes evident 
when one considers the attitude of Hos to 
sons born out of wedlock. When an unmar¬ 
ried woman becomes pregnant, ail the men 
of the village meet to decide who the father 
of the child is. Daughters born out of 
wedlock are not as unwelcome as sons, even 
in cases where the father refuses to 
acknowledge responsibility for the child. A 
baby boy whose father does not 
acknowledge him runs a higher risk of being 
killed or allowed to die through neglect than 
does a girl. A boy’s life is hot seen as worth 
much if he is not going to inherit land since 
that is seen as his most important function 
in life. Also, if an unmarried woman is 
saddled with a boy child, she w<ll find it 
more difficult to get married. A prospective 
husband wiil not like another man’s son in 
the house as a possible claimant of the land, 
whereas a stepdaughter, since she wiil grow 
up to share her mother's drudgery on the 
land and in the house, will not be a burden. 

VioiENc t Ri-t AiiiD ro Land 

On the surface, a Ho village appears 
deceptively calm and quiet. Beneath the 
surface simmers an extreme mistrust and 
hostility because the relatively more power¬ 
ful families are constantly on the look out 
for opportunities to usurp the land of less 
powerful families. Single women and child¬ 
less widows arc among the most vulnerable. 
If a woman does not surrender her usufruc- 
lory right, she may become the target of 
different kinds of violence. One such case 
was that of Sumati Kui, whom 1 met in 
Chaibasa court in July 1982, where she had 
come for the hearing of a murder case in 
which she had been implicated. She is a 
young woman who lives with her old widow¬ 
ed mother Jugni Kui of Kalmia, P S Tonto. 
She said she had chosen to stay unmarried 
so that she and her mother could live off 
the family land. She had an affair with 
Oobro Ho and gave birth to a baby which, 
according to the two women, died soon after 
birth. But their relatives accused them of 
having murdered the child. Most of the 
witnesses against them in this case are 
Sumati's father’s male agnates. This is an ex- 


traa from the testimony of Sumati’s cousin, 
Singrai Hibid; “Jugni Kui had filed a case 
against my father and brother for harvesting 
the paddy from her field. The case continued 
for some time. ... It is true that my father 
and brother have been quarrelling with Jugni 
Kui for a long time. Jugni has no son. 
Sumati is her only child. We are her near 
agnates. If Sumati Kui were to leave her 
mother Jugni Kui and go somewhere, then 
we would inherit all her land. Ever since the 
land dispute started, I have not been on 
speaking terms with Jugni Kui... ’’ 

Whichever way the case is decided, the 
women are likely to end up as landless 
destitutes, because if Jugni and Sumati are 
sentenced to a prison term, on the charge 
of murder, the land will be taken over by the 
agnates; if, however, they are acquitted, most 
of the land is likely to have been mortgaged 
to pay the court expenses. They told me they 
had to spend about R$ 200 on bail and each 
visit to court cost them at least Rs 20. The 
only way they could raise this money was by 
mortgaging their land since they are sub¬ 
sistence cultivators. 

Violence against women often takes the 
form of witchkillings. No systematic study 
has been made of this phenomenon. Most 
commentators attribute it to superstitious 
ignorance. British administrators assumed 
that spread of formal education would put 
an end to it. Wilkinson in his despatch of 
1838, wrote: ".. .there must be spread of 
education to put down witchcraft and the 
institution of sokhas who make divinaiio.is 
and indicate(d) some one as the witch” 
leading to her murder.*’ Even today, most 
social reformers of the area believe that it 
is primarily lack of modern health care 
facilities that makes tribals fall prey to the 
superstition that various diseases are the 
result of witchcraft. However, it is impor¬ 
tant to remember that it is usually against 
women that the so-called superstitiousness 
erupts. 

My study suggests that often the real 
motivation for witchkilling is the desire to 
eliminate the woman and take away her land. 

I came across several such cases in Chaibasa 
court, where single women or old widows 
in vulnerable circumstances had been 
murdered by their own relatives. In one case, 
a man who worked as a veterinary doctor 
in a government hospital was accused of 
having murdered his two paternal aunts. The 
two old women were unmarried and lived 
together, working the land over which they 
had a usufructory right. He had accused 
them of being witches and of having caused 
the death of his wife. A child had seen him 
murdering them with an axe but he was 
acquitted by the court. He inherited the 
land which the two old women had been 
cultivating. 

Maki Bui, the petitioner in the Supreme 
Court case,^ was also accused by her hus¬ 
band’s male agnates of being a witch. She 


felt they were preparing the ground to have 
her killed, and fled to her married daughter’s 
village. 

Another form of violence is social 
o.stracism. Women hesitate to carry the fight 
for their rights beyond a point lest they be 
perceived as deviants and outcasted. The 
severity with which such ostracism is en¬ 
forced varies, depending on how much of 
a threat such a woman is perceived to be, 
by the powerful families of the village. A 
woman who has been ostracised will not find 
anyone to plough her fields or thatch her 
roof. She will not get people to assist her 
in essential rituals. She will find it hard to 
procure food loans in times of scarcity or 
to buy and sell essential goods. 

(To b« continiiedl 
Notes 

1 The name of the village has been changed 
to protect the identity of the respondents. 

2 A somewhat larger proportion of Christian 
women came to be included in the 
sample—17 out of 30. In me village, about 
30 per cent of the families are Christians. 
But this does not seriously affect the con¬ 
clusions since, from my investigations in 
other villages of Singhbhum, I found that 
the everyday life, work, marriage and in¬ 
heritance patterns, even the customs and 
rituals of the Christian and non-christian 
Hos, arc very similai. Apart from interview¬ 
ing the women, I also accompanied them 
to market and to the forest, when they went 
gathering fuel and fodder, and closely 
observed their lives, work and interactions. 
Thus, I have good reason to believe that the 
lives of these women are fairly represen¬ 
tative of the lives of Ho women in 
Singhbhum. Although the information was 
usually cross-checked by the observations 
of my interpreter who knows all the 
respondents and their families intimately, 
an important dimension is missing since I 
did not interview the men of these 30 
families. 

The problems these women face are pro¬ 
blems that lie at the heart of contemporary 
Ho culture. 

3 D N Majumdar, "The Affairs of a Tribe; 
A Study m Tribal Dynamics”, Universal 
Publishers Ltd, Lucknow, I9$0, pp 65-66, 

4 “Final Report on the Kolhan Covet nment 
Estate”, District Singhbhum, 1898, 
Chapter 1, para 10, letter from R W Collins, 
officiating secretary. Board of Revenue, to 
the Secretary to the Government of Bengal, 
Revenue Department. 

5 Majumdar, op cit, p 125. 

6 P C Roy Chaudhury. "Bihar District Gazet¬ 
teers”, Singhbhum. Gazctteci Revision Sec¬ 
tion, Revenue Department, Bihar, Patna, 
1958, p 253. 

7 A petition in the Supreme Court by Manushl, 
on behalf of two Ho women, challenging the 
denial of succession rights to Ho women as 
violai've of the Constitution ot India. 
Writ petition No 22133 of 1982 under 
article 32 of the Consiiimion of India. 
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DISCUSSION 


Improved Chiilha: Hasty Analysis 

K P rpa«lhyay 


A careful study of the ariitle ‘Imprint'd 
Chulha Programme Boon oi Disaster?’ 
written by Madhu Sarin in your issue of 
September 20-27. I'JRb shows that the opi¬ 
nions of the author will not bear scrutiny. 
She docs not seem to be fully familiar 'with 
the philosophy and the mcihodology of the 
national progiamrnc on impiovcd chulhas. 
The sample.s cho.sen by her are small; noi 
are they based on any rciognised statistical 
technique. 

The total number ol chulhas allegedly 
surveyed by hci or licr associates like the 
SUTRA is only 924. In view of the fact that 
the total number ot chulhas installed upto 
March 31, 1986 was 19,32 lakh.s, her sample 
works out to lcs.s than one chulha in nearly 
2100. Obviously this is loo .small and too 
inadeqtiaie to arrive at any realistic assess¬ 
ment. Furthermore, she has avoided survey¬ 
ing all, OI even a majority of the chulhas in 
stalled in the blocks she claims to have 
studied. Table I drawn from her own arti¬ 
cle reveals the inadequacy of her method and 
the unrepresentativencss of her sample. 
These statistics need no further comment. 

Belore we go on to discu.ssing in detail the 
points made by the author in regard to 
specific slates, it seems necessary to point 
out that; 

a This is a nationwide programme, being 
implemented by slate government.s, 
state nodal agencies and NOOs and not 
by ONES directly; 

b Theie are a large number of inaccu¬ 
racies and tactual crrois in the obser¬ 
vations made by the author; 

c Most of the instances of comparative 
unsatisfactory performance have been 
obtained by the author from reports 
prepared quite some time ago by the 
technical back-up Units set up by the 
ONES'itself. Corrective action has been 
initiated, or finalised, in almost all 
cases. The data of the author is, 
therefore, largely out of date; 

d Evaluation, both in-house and through 
independent organisations, is an 
on-going component of the programme. 
Evaluations made so far by different 
agencies give a picture quite different 
from what the author has sought to 
present; 

c rite author Itas u.sed a highly coloured, 
overdramatised diction, designed to 
blow-up minor instances to major pro- 
poi lions; she seems to be fond of 
criticising for the sake of criticism; she 
uses the techniques of rhetoric, rather 
than analysis; 

f She seems to take umbrage against the 
fact that since the ONES programme 
provides tor subsidy, it works against 


the "interest” of some NGOs who want 
to charge fees for installing the chulhas; 
and 

g The author seems to be concerned more 
about the performance of her own 
model of chulha (nada) rather than 
the performance of the national pro¬ 
gramme as a whole. The performance 
of the nada chulha has not been 
uniformly good, especially in the initial 
stages of the programme. Asa result of 
R and D efforts made by the ONES, the 
design was optimised some lime ago 
resulting in higher efficiency and bet¬ 
ter performance. The nada chulha now 
under implementation is in fact far 
superior to the initial design propagated 
by the author of the article. 

Here are some specific instances of fac¬ 
tual inaccuracies in the statements made by 
the author; 

The ONES is not providing free chulhas 
to any one. The householder contributes 
labour, mud, straw and bricks. From 
April 1,1986 the hou.seholder is also paying 
a fee of Rs 5 per chulha. From April 1987, 
the fee is proposed to be raised to Rs 10 per 
chulha. 

The author wrongly states that “a sum of 
rupees nine crore of public money was set 
aside” for the chulha programme for the 
15-month period /kpril I, 1984 to March 31. 
1985. In fact, the allocation was Rs 5 crore 
only; the expenditure was even less; it was 
only Rs 4.34 crore. Agaimst this meagre in¬ 
vestment, the achievement was 8.12 lakh 
chulhas and nearly 50,0tX) trained workers. 

The author is quite wrong in claiming that 
the DNES norms prescribe the payment of 
a mere Rs 20 per day to the master crafts- 
person who imparts basic training <o rural 
people in the construction of improved 
chulhas. In fact, in each training programme 
of 10 days' duration, a sum of Rs 20 per 
head per day is paid to the trainees, fhe 
master craftsperson/supervisor is paid a 
lump sum of Rs 1,000 for the 10 day’s train¬ 
ing course. You will agree that the wages of 
the master craftsperson are in fact far higher 
than those paid to the trainees or even to 
skilled workers in other industries. These 
high wages have been prescribed to ensure 
that only tlie best and the most qualified 


craftpersons are employed for imparting 
training. 

The author is equally wrong when she says 
that the trainees trained in the 10-day pro¬ 
gramme are utilised for imparting further 
training to other trainees. The fact of the 
matter is that the trainees who are certified 
to have pa.ssed the training course are utilised 
only for constructing chulhas in the house¬ 
holds, They are not intended to be used as 
trainers. As far as DNES is concerned, only 
qualified personnel are used as master crafts- 
persons or master trainers. 

As regards the selection of trainees, the 
author is again wrong when she states that 
the trainees are selected in an arbitrary 
manner. The trainees are in fact selected by 
the local implementing agencies (govern¬ 
ment or NGO) on the basis of information 
available with the agency regarding willing 
and unemployed persons available in that 
area. It is true that there are a certain 
number of dropouts after each training pro¬ 
gramme. But this is quite natural in any 
training or educational programme. The 
phenomenon of dropouts is neither new or 
specific to the training programme on im¬ 
proved chulhas. However, sufficient number 
of traincis remain active in the field and are 
ulili.scd whenever needed. Some implemen¬ 
ting agencies have reduced or even elimi¬ 
nated dropouts by paying the training sti 
pend in two separate instalments, and thus 
ensuring their availability after the training 
course is over. Some agencies also have the 
practice of making an influential person in 
the village re.spon.sible for making the 
trained persons available for service when 
required. 

The author seems to be completely igno¬ 
rant of the facts on the ground level when 
she alleges that high targets are imposed on 
the states by the DNES and that the slates, 
being in a hurry to implement the target in 
one way or another, impose the chulhas on 
an unresisting population. Targets are not 
determined for targets’ sake alone. Targeting 
is a well known strategy of planning and 
organisation and management. Let it be 
understood by aii that targets are assigned 
to the states m consultation with them, and 
after assessing their capability and previous 
performance. Let this also be clearly 
understood that the targets assigned to the 
states are almost invariably far less than the 
targets demanded by the states themselves. 
In fact, the DNES is under constant pressure 
from the slates as well as from other govern- 


Table I 


Name of Block 

No of Chulhas 

Number Surveyed 

Percentage of 
Chulhas Surveyed 

Nalagarh 

1160 

36 

3’.10 

Sangdaha 

tlOO 

27 

2.45 

Pachad 

1100 

31 

2.81 

Solan 

1580 

18 

1.13 
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ment and non-governmeni agencies to in¬ 
crease the targets. The DNF.S also receives 
direct representations from the people in the 
rural areas asking for more and more 
chulhas to be installed. This is a measure of 
the nationwide success and popularity of the 
programme. 

By alleging that chulhas are being forced 
on the people, the author seems to hold a 
low opinion of our villagers whom she 
characteri.ses as “afraid to demolish" the 
“horrible new chulha oiii of the feat of being 
fined”, and that they give “false responses 
of out of fear”. Obviously, the author places 
the DNES in a no-win situation: if the 
responder’s reply is negative, it proves that 
the chulha is not working well; if her reply 
is positive, it is because of fear. No conclu¬ 
sions can be drawn from surveys conducted 
with such an attitude of mind. 

If the DNES were to give m to the 
demands for increased targct.s, the target for 
every year would be at least two to three 
times of the target assigned by the DNES. 
However, in order to ensure quality, the 
DNES has taken a conscious decision to 
keep the targets within practical limits. Even 
so, the achievement from year to year has 
far outstripped the target, as can be seen 
from Table 2. 

An additional achievement of the pro¬ 
gramme has been the creation of more than 
6,000 smokeless village'—i e. villages where 
each household has an improved chulha or 
biogas plant. The number of villages whcie 
more than 75 pet cent households have im¬ 
proved chulhas would be in the vicinity of 
10 , 000 . 

The auth.ir has claimed that the calcula¬ 
tions made by the ONES regarding the sav¬ 
ing of fuel as a result of the improved chulha 
are wrong because: (a) a large number ol the 
chulhas are non-functional; and (b) most of 
the beneficiaries do not use wood but use 
agricultural wastes or animal dung in their 
chulhas. 

The studies made by the department’s 
technical units and independent ob.servers 
show that the author is not correct on both 
counts. It is true that a certain number of 
chulhas, say 15 per cent to 20 per cent, will 
always be inoperative due to one reason ot 
another. It is also true that a certain percen¬ 
tage of the beneficiaries u.se cattle dung and 
agricultural wastes in addition to wood or 
to the exclusion of wood. However, the 

T,\bi t 2 


Period Original Target Achievement 
(Lakh ChulhasMI akh Chulhas) 

1-1-84 - 31-3-85 8-12 

1-4-85 - 31-3-86 11.20 

1-4-86 - 31-3-87 3,53 

(upio30-ll-86) 


DNES calculations take ail these things into 
account. 

According to extended studies carried out 
in actual household conditions, the saving 
from an improved chulha with an efficicnev 
of 20 per cent should be around 1,000 kg 
per year. (It may be noted that the laboratory 
efficiency of some of the approved models 
is actually as high as 37 per cent.) Keeping 
in view the fact that overall field efficiency 
could be lower and that everybody would not 
be using wood alone, the notional saving has 
been calculated at the rate of 700-750 kg of 
wood equivalent per year. Then, while the 
actual cost of the wood in the market ranges 
between Re I per kg to Re 0.60 per kg, the 
financial saving has been calculated by the 
DNES at a notional flat rate of only Re 0.40 
per kg. The author’s contention that the im¬ 
proved chulhas installed by the DNES are 
not saving wood because mo.st chulhas do 
not use wood is wrong. We have calculated 
the saving of wood equivalent in terms of 
actual usage. According to the infoimalion 
gathered by various agencies, including the 
advisory board on energy, householdeis have 
reported as much as 50 per cent savings ot 
fuel on account of ihe improved chulha. 
However, the DNES calculations have been 
kept on the low side to provide a cushion 
for inequalities and differentials caused by 
various factors. 

Lastly, while the savings calculated by the 
ONE.S indicate wood equivalent and not 
wood alone, they do not take into .iccou',’ 
the opportunity cost and hygienic benel.is 
gained by the householder as a result of the 
improved chulha. 

The author wrongly blames the DNI S for 
specifying a 4 inch chimney for the nada 
chulha. She should refer to her own letter 
of February 6, 1984 in which she prescribed 
a 4 inch or 3 inch chimney. The DNES 
reduced the diameter to 3 inch when ex¬ 
cessive fuel consumption was reported with 
a 4 inch chimney. 

The author is quite wrong when she says 
that 20 trainees "have to build only six 
chulhas during a course”. The actual number 
is sixty, not six. 

I will now discu.ss the points raised by the 
author in regard to some of the states. It 
must, however, be remembered that the 
author has confined her “survey” to a small 
part of a small number of states and union 
territories in the country. The programme 
is 111 lorce throughout the country, and 
areas cited by the author ate not truly 
representative. 

tlimachul Pradesh 

The situation as indicated in the article 
is far from the truth as ascertained from the 
state nodal agency. No scheme under the 
national programme on improved chulha 
has been awarded to SUTRA by the DNES. 
The fact is that SUTRA implemented a 
small programme on improved chulhas in 


Himachal Pradesh in its own way with funds 
provided by PDI (People’s Action for 
Development India). In the beginning 
SWRC (former name of SUTRA) was allo¬ 
cated a training programme by the depart¬ 
ment of science and technology, government 
of Himachal Pradesh on account of that 
agency’s claim of expertise in the art of 
improved chulha (nada) in consultation with 
the author herself. But the fact is that this 
NGO conducted the training and selected 
185 trainees by its own method of selection. 
The state agency or the DNES had no hand 
in the selection of the trainees or the iitstalla- 
tion of the chulhas. 

As regards the training programme con¬ 
ducted by the implementing agencies under 
the control of state nodal department in 
Himachal Pradesh, the duration is ten days 
invariably and the training is conducted in 
two phases. During the"first phase, trainees 
aic trained in the basic details of construc¬ 
tion of improved chulha backed by relevant 
theory, and the trainees construct the basic 
form of chulhas under the supervision of a 
master craftsperson. (Each trainee constructs 
a minimum of thice chulhas.) During the se¬ 
cond phase, they .ire again called up after 
a break of three days or so when chulha 
bloi'ks prepared earlier have dried out. Now 
the trainees assemble/compicte the construc¬ 
tion of the improved chulha. This phase 
takes three days. The writer has perhaps 
quoted only the last three days of the train¬ 
ing ill the second phase as the duration of 
the entire (raining course. 

Thus DNES, the state nodal agency, and 
the technical back-up unit at Punjab Univer¬ 
sity, Chandigarh have been regularly 
monitoring the programme in Himachal 
Pradesh and providing all assistance for the 
success of the programme by way of tech¬ 
nical support at block and even village levels. 
Recently, the technical back-up unit at 
Punjab University, Chandigarh conducted 
a feedback survey at villages in Himachal 
Pradesh selected randomly through statis¬ 
tical procedures. The results are as follows: 

i District Palampur: Percentage of 
chulhas working satisfactorily: Over 91 
per cent (Dholadhar Model). 

ii Disirict Solan: Percentage of chulha 
working satisfactorily: Over 97 per cent 
(Nada and Dholadhar Models). 

iii Sliimla District; Percentage of chulhas 
working satisfactorily; Over 98 per cent 
(Dholadhar Model). 

Retraining has been completed in all the 
blocks in Himachal Piadesh and Haryana 
where our surveys showed that the im¬ 
plementation was not of the best quality. 

Haryana 

In Haryana, the model of chulha im¬ 
plemented most IS nada. In the beginning 
ol the programme, the slate agency con¬ 
tacted the designer of the model, i e, the 
author herself. She herself conducted the 
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training programme in Raipur Rani block. 
Unfortunately, the fuel consumption in the 
new chulha was reported to be higher than 
before; This was because the designer herself 
prescribed (in her letter February 6, 1984), 
a 4 inch diameter AC pipe chimney. In the 
initial training programmes in Haryana and 
Punjab, where the author herself impaired 
training, 4 inch chimneys were used. This 
iliconceived prescription played havoc. On 
account of increased draught, the consump¬ 
tion of firewood went up. This became a 
major factor against the initial success of the 
programme in that block. Vt hen the fact of 
higher consumption of firewoixl came to the 
notice of the department a team of experts 
were deputed and measures for rectification 
by optimising the design parameters were 
taken. The fact is that the original design of 
the nada chulha has been now optimised at 
the ONES appointed technical back-up units 
at IIT, Delhi and Punjab University, Chan¬ 
digarh. Though Its name has not been 
changed, the efficiency of the original design 
and that of the design now under implemen¬ 
tation is very different. The optimised model 
is more efficient compared to the previous 
one, and uses a 3 inch chimney and not a 
4 inch one as prescribed by the designer 
originally. Raipur Rani block cannot thus 
be a representative sample regarding the 
performance of the improved chulha pro¬ 
gramme in the state of Haryana. 

Punjab 

Again in the case of Punjab, the initial ex¬ 
perience was the same as in Haryana, and 
for the same reasons. There too, trouble 
shooting action was taken by ONES many 
months ago through the technical back-up 
unit at Thapar Polytechnic, Patiala and 
Punjab University, Chandigarh. The current 
facts are quite different than those alleged 
by the author. 

Rajasthan 

In Rajasthan, over 90 per cent of the 
chulhas constructed arc the Sahyog model 
and only 10 per cent are the improved ver¬ 
sion of nada. As a result of the demand from 
the people and the enthusiasm of the state 
government, Rajasthan substantially over¬ 
shot its target in 1984-85. Naturally, there 
was some element of differentiation in the 
quality of implementation. However, a very 
large number of inspections were carried out 
by the state, the DNES and the technical 
back-up units during late 1984-85 and early 
1985-86. Effective measures were taken to 
improve the quality of the work wherever 
deficiency was found. With constant vigil 
and refresher training to the implementing 
officers in the blocks, there has been signifi¬ 
cant improvement in the quality. The percen¬ 
tage of success of the programme has gone 
up to mure than 80 per cent in the districts 
of Udaipur, Jodhpur and Bikaner. In other 
districts too, it is much better than 65 per 
cent on the whole, fh some pockets, it is 
nearly cent per cent. 


Gujarat 

In Gujarat, the nodal agencies are the 
department of forests and the Gujarat 
energy development agency (GEDA). These 
nodal agencies have also appointed several 
implementing agencies like the Malaria 
Research Centre, Nadiad; Kheda Co-opera¬ 
tive Union; Home Science College, Baroda; 
Tribhuvandas Foundation; and SEWA. By 
March, 1986, 82,000 chulhas had been 
installed in the state of Gujarat. 

A feedback survey on the quality of im¬ 
plementation of the programme was under¬ 
taken by CASTFORD of Pune. As per their 
report, the success of the programme in 
some of the areas, e g, districts Kheda, 
Broach is as high as 82 per cent. In almost 
all the cases the beneficiaries reported 
significant reduction in fuel consumption 
and elimination of smoke. On an average, 
the success of the programme is reported to 
be over 73 per cent and reduction in fuel 
consumption is by over 40 per cent. 

There was only one instance of indifferent 
performance by a sub-agency. On inspection, 
it came to the notice of ONES (much before 
this article appeared) that the quality of im¬ 
plementation of the programme by SEWA 
was not upto the mark. Immediately, fresh 
training programmes were organised in 
Ahmcdabad through technical back-up 
units. All necessary steps have been taken 
long ago by the department of forests to rec¬ 
tify the defects in the chulhas installed by 
SEWA which is an NGO in full touch with 
the author. 

Uttar Pradesh 

The author is wrong to say that no follow 
up action was taken by the Non-Conven- 
tional Energy Development Agency, UP 
(NEDA) on the training courses imparted by 
her master craftsperson on behalf of NEDA. 
According to reports submitted by NEDA, 
the follow up action was taken through the 
staff of NEDA and also through the master 
craftsperson deputed by the author herself. 
So far as IVi inch pipes are concerned which 
the author alleges to have been used by the 
Uttarakhand Jagriti Sansthan, NEDA has 
reported that it is not aware of this organisa¬ 
tion at all. NEDA also confirms that it has 
always used 3 inch pipes and has found it 
better than the 4 inch pipe proposed by the 
author. 

Orissa 

In the case of Orissa, the implementing 
agency, i e, OREDA engaged Madhu Sarin 
hierself, or persons trained by her, as con¬ 
sultant. As per the report received from the 
implementing agency, the total number of 
chulhas installed upto the end of 1984-85 
was 35,000 and not 44,000 as alleged by 
Sarin. As per the feedback survey report of 
the implementing agency, 45 per cent of the 
chulhas were under active usage initially. 
With regular monitoring and corrective 
action, the average percentage of successful 


chulhas went upto 50 per cent in 1985-86. 
In some cases it is as high as 80 per cent. 
Now, since the implementing agency has 
been making use of all the technical infor¬ 
mation available with the DNES and its 
technical back-up units, the overall percen¬ 
tage of successful chulhas during 1986-87 is 
expected to go to over 80 per cent. The 
faults, if any noticed initially, should be 
attributed to the expert consultant, and not 
the DNES or the state implementing agency. 

Regarding reports of houses catching fire, 
inquiries show that some small fires did take 
place. A fire hazard is always there in a 
chulha, whether of improved design or tradi¬ 
tional. According to the OREDA, the six or 
seven fires that occurred were due to a 
variety of causes, and not on account of im¬ 
proved chulhas alone. With the development 
of an appropriate model, i e, Metro OREDA, 
the problem of even that kind of fire has 
been tackled to a great extent. As the tech¬ 
nology has to be appropriate and suited to 
the local requirements, an underground 
model of chulha called Metro OREDA has 
been developed and is under propagation. 
This model uses leaves and twigs most effi¬ 
ciently and is quite suitable to the local 
people. This model has not been developed 
by the author, as she claims, but by the 
technical unit of OREDA, funded entirely 
by the DNES. 

In fact, the philosophy of the DNES Has 
always been to promote models suited to 
local requirements. Specific designs for 
specific areas and states have been developed 
and promoted. I want to stress the fact that 
the DNES is propagating only those chulhas 
which are acceptable to the users. This is why 
different designs are used in different parts 
of the country. 

The DNES has a three-tier inspection 
system; (1) headquarters officers, including 
the secretary himself; (2) state government 
officers and evaluating agencies and regional 
officers of the DNES; and (3) technical 
back-up units. All three are constantly 
engaged in inspection and evaluation and 
correction activity. Even so, three indepen¬ 
dent organisations of national repute have 
been awarded evaluation and impact survey 
studies of the chulha programme in various 
states. A proposal to create a team of 
honorary technical operators to carry out 
physical inspection of each chulha every 
month is under consideration of the 
government. 

The brief analysis would show that the 
author has been somewhat hasty in her con¬ 
clusions. The national programme on im¬ 
proved chulhas is still in its infancy. It would 
benefit from constructive criticism based on 
actual facts and independent, expert obser¬ 
vation. It is a pity that a person of Madhu 
Sarin’s standing has chosen to go public with 
her hastily collected facts and figures. Such 
an attitude; one fears, will not do any service 
to a programme whose objectives, according 
to ^e author herself, are “admittedly 
laudable". 
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Partner In Progress: 
The Entrepreneur 

Consumer : Soft drinka. Rica* 
Products bran oil. Potato-based 
fast foods. Fruit-baaed 
bavaragea, etc. 

Hospitals, a host of Auto-Anclllaries, 
artd many more. 

Term Loans: 

On January 9,19B7, PICUP crossed 
a landmark, surpassing Its sanctions of 
Rs. 7,011 lakh for tha entire year (Of1985- 
M) which had placed PICUP ct tha Noi1 
position In Ota country. 

Bguipment Finance Scheme: 

Loans up to 80% of the coat of 
capital goods/equipmant are availakAato 
axisOng industrial coheama who; 

* Have bean in operation for at laas^ 
four years. 

* Have earned profits aiKVordaeiarad 
dividends during the precedirig two 
years. 

* Are dot In default toinatltutiona/banks 
In payihant of their dues. 


Loans up to Rs. 100 iakh: 

Promoter's contribution: 20%- 
Sanctions & disbursenwnts have been 
done within one month of applying. 

PICUP has already sanctioned a 
sum of Rs. 1,SS6 lakh and disbursed 
Rs. 768.30 lakh under the scheme in a 
short span of 14 months. 

Leasing: Just Started 

industrial units with a sound 
financial base are given assistance tor 
purchaae of equipment for 
modernisation, expanaion, 
diversification, or for balancing 
requirement. PICUP has already 
sanctioned lease finance assiatance 
worth Rs. 439.50 lakh and disbursed 
Ra. 08 lakh in a period of 8 moritha. 

For further information, write to:- 
The Managing Director, 


Ths Prsdsthiya Industrial 
& invastmant Corporation 
dt U.f>. Ltd, 

2nd Floor, Javmhar Bhawan (Annexe), 
Ailfok Marg, Lucknow-2^ 001. 

Tbs S^rlt of Enterprlss | 
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MODVAT 


ModMed VduB Added TTide. 
A whole MW whie lyilem created ty 
Mkrrc. A unique export culture that 
wiU more than promote Ibraign tiode— 
add a new dbnenaion to ImUa'i 
economic eroapartly. Enrichli^ the 
mwlliyorufcitariC 




ipwlliyorUiiitariC 

MODVAT. MMTCa»la,haanieani 
new viaiaa of RPCWlh to the amal icaie 
■ector. Speartiaedlng die export of non- 
canaltiea productii MlfTC naa helped 
induatriea to Oxpori aluminium 
conductore, atainim ateel cutleiy, 
handkraaa and faraaaware— aU made itim imported malala... the expert po te n t i a l unibldad Iqr MMTC ia unUmitad. 

MODVAT, MMTC alylahhaa meant ar.la<]|advlaion to manuCKturera. MKTTChaauaod Counter Itade to put die 
"eiqiart labri” on an incredlily wide rai^ oOmdueta—aandal aoapa. photocopiara. tracton. naphtha, aRKHnarine 
praducta acyamaal Hmeatone, chemicala, computer aoftwara, rice bmn extracdona and aeveid more. 

MODVAT, MMTC a^, haa meant a aaa changa lar the porta at Vteag Madraa. Ry helping in deepening and 
modamlaii^ the hcilltlea In Iheae porta. MMTC haa tncraaaed dieir capacity many tlmea over. 

MODVAT, MMTC atyle. haa meant new amirioymant opponunitlea to peopla in ecanamlcally underdeveloped 


MODVAT, MMTC atyle. haa meant new amirioymant opponunitlea to peopla in ecanamlcally underdeveloped 
raglona. for example, the pro p oaed deepeniM or naiadip port would alao apur the growth of related hdHtiea inchi- 
dii« die raOw^r Unea Genemting amphiyment far an additional atMlOO people in the mining reglona of Ortiaa and Hhar. 

MODVAT, MMTC aide, haa meant a daaalli^ hiture for the diamond Induatiy. Like the aettii« up of Indta'a BiM 
diamond exchaiqie—help^ the bnporteie. pro ce a a oie. crallamen and e x por t era-■ to meat under one roaf..Boaeiing 
export poaaifaiiitlea, preaorving a troaitional jUU and cmating empioynieni opportunitiea. 


MODVAT, MMTC aMe, haa meant a new aenae of pride and a pramiie of proaperinr to the Indian faimer. MMTC 
haa l e cur ed export orden fcr over IMXMO tonnea of uAteat—Sir the drat time, Siwqpelna ora being exported to 
counirfea like Midan and Democratic People'a ItepiMic of Korea. 

MODVAT. MMTC atyle, haa meant a new leaoe of Sfc to the Kudiemukh Iron ora project and die Andhra Piadeah 
Miidiqi Devriapment Corporation Sir whom it aecurad export o rder a through peraiatent aflbrta. Ihua reviving a total 

Inveatmem of orar lla.7Q0 cron and 
enauring condnued emplaymant Sr 
about 3000 people in both theoe 
corporadana. Examplee of the new 
value ayaiem creatM by MMTC are 
endleaa. 

MadMed VUue Added Trade. 

A new dbecdon to indualrial grawth; 
a new perapecdve to econontlc and 
oodol proaperfiy, whoae caaoadbtg efea 
la entiddi^ the Bfcoft h e c ommon man. 
lhai'awhai« 

issT MMTC 
sS. STYLE 
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Part of the Package 

IT has been known for some time that the government had decided to overhaul 
la}vs governing industrial disputes and trade unions. The government's proposals 
in this regard had been presented to the Standing Labour Committee last September. 
The statement by the union minister of state for labour, P A Sangma, in Calcutta 
on January 17 that a comprehensive industrial relations bill would be introduced 
in the forthcoming budget session of parliament did not, therefore, come as a 
surprise. What was noteworthy was that the minister chose to make the announce¬ 
ment at a seminar on ‘national resurgence through discipline' organised by an 
association of private trade and industry, the Bharat Chamb« of Commerce Asser¬ 
ting that “there was a lot of indiscipline in the country”, Sangma was quite explicit 
about the purpose of the proposed legislation—to discipline workers and trade 
unions, especially those in the organised sector. The government’s preoccupation 
with disciplining labour was given expression to by the prime minister himself at 
a national conference on productivity in New Delhi last October when he said “our 
labour is perhaps the most inefndent in the world” and went on to add, “it is 
not that our labour is poorly paid, it is very well paid. Sometimes it is too well 
protected. We have adopted almost all the suggestions made by ILO, and the result 
has been that labour seems to have lost interest in the production process. Today 
what is important to organised labour in India... is only how they can keep their 
jobs and how they can get more pay!’ 

Reflecting this perception of a mollycoddled, over-protected working class, the 
government has decided to crack down on trade unions and collective bargaining 
and to bring the entire industrial relations process tightly under its control. Under 
the proposed legislation, workers would be able to exercise their right to go on 
strikes only after mutual discussions fail, conciliation becomes infructuous and 
the employer refuses arbitration; and even then it would be possible to call a strike 
only if thrce-fourth.s of the members of the proposed bargaining council (a 
negotiating body with representation for the union with the highest membership— 
the principal bargaining agent—as well as other unions with the prescribed minimum 
membership) vote in favour of the strike and 14 days’ notice has been served on 
the employer. The government already has powers to declare any industiy to be 
an essential service and to prohibit strikes in it. Betvrcen these powers and the restric¬ 
tions proposed under the new law, the government could make it virtually impossible 
for the working class to launch any ‘legal’ strike. The restrictions sought to be put 
on trade unions are no less onerous. In the name of reducing multiplicity of unions, 
the minimum qualification for registration of a trade union is to be raised from 
the present seven members to 10 per cent of the total workforce of the concerned 
unit. The number of non-workmen or ouKiders functioning as office-bearers of 
a trade union is to be limited to a maximum of two. There would also be a ceiling 
on the number of unions in which an outsider can hold office. Conviction for any 
offence under the industrial relations laws or any cognisable offence under the 
Indian Penal Code as well as participation in or instigation of an ‘illegal’ strike 
would lead to disqualification of office-bearers of trade unions. The sweep of these 
disqualifying provisions can be judged from the fact that, as noted above, under 
the new dispensation a ‘legal’ strike would become a virtual impossibility. 

In his address to businessmen and industrialists in Calcutta, the minister of state 
for labour sought to justify the shackling of organised labour by referring to the 
plight of labour in the unorganised sector. This concern for labour in the urorganised 
sector, however, accords ill with the entire thrust of the government’s economic 
policies which is to give a free hand to business and industry in the organised sector 
to expand in the name of efficiency, eranomies of scale, technological modernisation 
and so on. Also striking is the contrast in the government’s treatment of capital 
and labour in the organised sector itself—the freeing of the former from controls 
and regulations and the imposition of fresh restrictions on the latter. This asym¬ 
metry brings out the government’s real purposes and concerns. The current policies 
to foster the growth of private industry and business will result, in fact are already 
resulting, in retrenchment of labour in industry on quite a large scale; on the other 
hand, due to the introduction of capital-intensive technologies there will occur sharp 
increases in labour productivity. Fdr private industry and business it is imperative 
that opposition from workers and trade unions to the process of retrenchment is 
minimised and that, at the same time, as little as possible of the gains of enhanced 
productivity accrue to organised labour in the form of higher wages. In other words, 
the collective bargaining strength of workers and trade unions needs to be curbed 
drastically. Through the proposed new industrial relations legislation the govern¬ 
ment is responding to this demand of industrialists and businessmen. 


liaton contort 

the high level SanUppa Committee con* 
stituted to study the hazaids posed by the 
chemical industry came out with a blunt 
indictment not only of the industry but 
the functioning and even the policies of 
the pollution control authorities. And the 
Oarg report in Maharashtra, one of the 
earliest to be released, caused a furore in 
industry and grave concern among the 
newly emerging environment groups in 
urban areas. In addition to all this, the 
pollution and safety picture emerging 
from the reports of the various expert 
committee was far from reassuring. There 
was an urgent need therefore to reassure 
industry, as well as to defuse popular 
movements taking environmental issues by 
making cosmetic changes in the status. 
The new act was obviously formulated to 
serve just such a ourpose. 

Around this time, an inter-ministerial 
group was constituted to study public 
sector units and 24 selected private sec¬ 
tor units. On the basis of all this infor¬ 
mation the government has identified 20 
industries as ‘high polluting industries’ 
and has laid down additional conditions 
to be fulfilled before they are approved. 
However, although the new act was given 
the president’s a.ssent in May, there are no 
signs of the new ‘nodal agency’ which was 
to be constituted for implementing the 
legislation. Thus the rules which have 
been formulated under the act are in effect 
nothing more than guidelines. In short, 
industry is quite safe and protected by a 
piece of legislation which is quite impo¬ 
tent even while seeming to be progressive. 

In appearing to accommodate the 
demands of popular movements, the act 
also aims to prevent a sharpening of the 
focus of the environmental movement and 
to detract attention from the more fun¬ 
damental class contradictions without 
confronting which no popular movement 
can be relevant. 1b be misled into believing 
that the new legislation is the benevolent 
act of a ‘progressive and democratic 
government’ sensitive to people’s pressure 
would be to allow the state to co-opt the 
movement. On the other hand, such legis¬ 
lative manoeuvres, when viewed in the 
context'of the real motives, offer a means 
of exposing the farcical nature of sup¬ 
posedly pro-people measures and the 
nexus between industry and government. 

Pani'Military Forces 


More Teeth 


add^ inthe^tuxi rfwe-ybarfc 
The central and state governmentt view 
the situation in Punjab as primarily a law 
and order problnn. Conununalism and 
nationality problems in otha- parts of the 
country are also essentially viewed at law 
and order problems and hence the de¬ 
mand Cor deployment of the CRPF is in¬ 
creasing. Further, the para-military com¬ 
ponent of the state’s police forces (e g, the 
Bihar Military Police) is also ramdly ex¬ 
panding, especially in Andhra Pradesh 
and Bihar. The people’s struggle against 
exploitation and oppression is also viewed 
as a law and order problem and is ruth¬ 
lessly suppressed. 

.Political parties, from the Congress(I) 
to the CPl(M), are concerned about the 
‘threat to the unity and integrity of the 
country’. In the ‘struggle’ to safeguard the 
nation’s unity and integrity they assign a 
dominant role for the police. Thus, the 
union home minister, Buta Singh, at a 
ceremony to mark the 47th anniversary of 
the CRPF on December 28, 1986, stress¬ 
ed that the CRPF had a very important 
and difncult role in maintaining the unity 
and integrity of the country. According to 
Buta Singh, the para-military “had a very 
important role in fighting forces, opera¬ 
ting from both within and outside the 
country, which are trying to harm the na¬ 
tion's interest’’. Addrnsing contingents of 
the Border Security Force on December 
1, 1986, the home minister said that “the 
kind of people intruding into the coun¬ 
try has changed during the last few years. 
The intruders sent into the country by 
neighbouring countries aim to threaten its 
unity and integrity:’ 

Ftors of a threat to the unity and inte¬ 
grity of the country has been voiced by 
other sections of political opinion too. 
Thus the chief minister of West Bengal, 
inaugurating the 20th All-India Police 
Science Congress, emphasised the need to 
gear up the intelligence and the police 
force as a whole to deal with the threats 
posed by the divisive forces to the unity 
and integrity of the country. He went on 
to say that the police force should work 
together with “democratic and secular 
political parties” to safeguard the unity 
and integrity of the country. 

The concern with law and order in 
order to safeguard the unity and integrity 
of the country wilt, needless to say, only 
exacerbate genuine social, economic and 
political grievances. 


Envirottni^ 


Counetic Change 


WITH the coming into force of the En¬ 
vironment Protection Act in November, 
the government has succeeded in pushing 
through a cleverly tailored piece of legisla¬ 
tion. While at one level it gave legislative 
form to the environmental concerns of 
people, the act continues to give ample 
protection to the interests of industry. It 
is the typical response one would expect 
to the growing awareness of industrial 
pollution and the hazard potential sup¬ 
ported and substantiated as it has been by 
unarguable status reports from various 
states. 

Clearly the act was not a legislative 
necessity. For after all there already exist 
over 300 central and state government acts 
which generally or specifically deal with 
such matters. The problem has always 
been in implementing them. There was no 
reason-why all these acts could not have 
been consolidated and stroigthened, a 
nodal machinery set up to provide for 
more stringent punishment of offenders 
and the implementing procedures rationa¬ 
lised. The government did not need to 
pass a new law to enforce safety and pollu¬ 
tion norms for industry. In fact, ironically 
enough, the new act does not make earlier 
legislation invalid. On the contrary, it con¬ 
tains a proviso that “where any act or 
omission constitutes an offence punish¬ 
able under this act and also under any 
other act, then the offender shall be liable 
to be punished under the other act and 
not under this act”. At the same time, even 
the much highlighted ‘right’ it gives people 
to directly complain to the court is some¬ 
thing of a farce, because it requires that 
the complainant should first give notice 
of 60 days to the central government or 
the authority constituted by it before ap¬ 
proaching the court. 

In the context of the events after 
Bhopal—and the growing awareness 
among all sections of the people—the act 
was a political necessity. For one thing, 
the increasing pressure being put on the 
government to take cognisance of the ap¬ 
palling status of industrial safety was not 
merely a lay instinctive response in the 
wake of the Bhopal disaster. In the last 
two years several sute governments have 
set up expert groups to study the situa¬ 
tion, notably Maharashtra, Punjab^ and 
Thmil Nadu—and every one of them has 
come down heavily not only on industry 
but on the regulatory machinery as well. 
In Punjab, for instance, the committee 
found that the government did not even 
know the total number of registered 
factories—while the industries department 
listed 80,000 units, the factory inspectorate 
recognised only 10,000! Of 258 flactories 
inspected, only one had any kind of pot- 


THE Central Reserve Police Force 
(CRPF) has a big expansion programme 
over the next three years. There are plans 
to strengthen this para-militaiy forces both 
in t^s of number and ^uipment. The 
present strength of the CRPF is 88 bat¬ 
talions out of which 31 are deployed in 


Public S^tor 


Lenitmt View 


FROM all accounu, the one-day tpken 
s^ke (HI lanuary 21 of empb^/m of 
puWc sector undertakiivs was a stfcceis. 
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The call for the nationwide strike was 
given by the all-India co-ordination com¬ 
mittee of public sector unions and was 
supported by CITU, AITUC, BMS and 
HMS. INTUC did not support the strike 
but asked its constituents not to adopt a 
confrontationist stand. 

It is notable that the strike was orga¬ 
nised around basically political issues. The 
main demands were (I) a halt to the policy 
of privatisation of the public sector; 
(2) prevention of the entry of transna¬ 
tionals and monopolies into the sphere of 
activities of the public sector; (3) stopp¬ 
ing import of technology and goo^ detri¬ 
mental to indigenous development; and 
(4) introduction of modernisation and 
computerisation only with the prior ap¬ 
proval of the trade unions. 

Privatisation in the strict sense of the 
term has only been proposed but is yet to 
be implemented. But sectors of industry 
hitherto reserved for the public sector have 
been opened to the private sector. Some 
of these are telecommunications, power 
and oil exploration. The private sector has 
so far responded only in the telecom¬ 
munications sector, whilp in oil explora¬ 
tion the transnational are being attracted 
with liberal terms and concessions. A 
rather disguised mode of entry of transna¬ 
tionals into the Indian market is through 
technical collaboration with public sector 
enterprises. The Indian public sector com¬ 
panies allow considerable scope for their 
collaborators, since the first few orders 
that they get have a large foreign ecchangc 
content which is supplied by the foreign 
collaborator as per the foreign collabora¬ 
tion agreement. 

Public investment is not, strictly speak¬ 
ing, declining or decelerating. What is 
happening is that such investment is being 
channelled into public administration, 
departmental enterprises like railways, 
irrigation, P and T, etc, and non-depart¬ 
ment enterprises like BHEL, ITI, SAIL, 
etc. The planned growth rate of public in¬ 
vestment in public administration, depart¬ 
mental enterprises and non-departmental 
enterprises (e g, power, coal and petroleum) 
that basically provide infrastructural in¬ 
puts to private industry is higher in the 
Seventh Plan than in the Sixth and Fifth 
Plans. Thus it is not that public invest¬ 
ment is declining or decelerating but that 
it is increasingly subserving the interest of 
the private sector. The fact is that fresh 
public sector investment is no longer 
being channelled into sectors like cement, 
pharmaceuticals and paper that can be a 
countervailing powef u> private sector 
oligopolies. 

One must hot be too sceptical of the 
results that an action tike the one-day 


strike can achieve. The public sector 
employees are part of the intermediate 
classes which are numerically large and 
are thus able to exercise power in a 
parliamentary system. These classes sup¬ 
port the growth of the public sector. But 
there are obvious limits to what political 
and economic changes the growth of the 
public sector can bring about. The growth 
of public sector industry has slowed down 
since it cannot accumulate capital through 
internal generation of surplus. It is at this 
juncture that private industry is able to 
mould the public sector to further sub¬ 
serve its interests. Not surprisingly, the 
government bureaucracy and the manage¬ 
ments of public enterprises have taken a 
lenient view of the strike, perhaps because 
while they may be ambiguous regarding 
the political issues, they have an interest 
in the projection of the public sector. 

Sri Lanka 


Changed Setting 


INDIAN mediatory efforts at resolving 
the Ihmil nationality question in Sri Lanka 
have been virtually at a standstill for more 
than a month now. The December negoti¬ 
ations on granting regional autonomy to 
the Tamils within a united, federal Sri 
Lanka failed when the Sri Lankan govern¬ 
ment went back on its earlier proposal to 
treat the eastern province as a Ihmil ma¬ 
jority unit after detaching the Sinhala 
areas from it. The Ikmil demand for a 
merger of the north and the Ikmil majo¬ 
rity areas of the east was rejected by the 
Sri Lankan government. 

In the internal struggle for hegemony 
among the Tamil militant groups, the 
Liberation Tigers of Tkmil Eelam (LTTE) 
has emerged ‘victorious* and has staked 
its claim as the sole representative of the 
Ikmil people. The LTre has gained com¬ 
plete control in Jaffna with the Eelam 
Revolutionary Organisation (EROS) se¬ 
cond in line. The presence of the other 
groups is now marginal In the eastern 
province of Batticaloa too the LTTE claim 
to be the dominant group. Thus the 
Indian government’s position that all 
representative groups he involved in any 
settlement with the Sri Lankan govern¬ 
ment is perhaps out of line with the real 
situation. The Indian government may not 
like to acknowledge the LTTE as the sole 
reptesentaiive of the Ikmil people in the 
negotiations, although the Sri Lankan 
government seems to have come round to 
accepting this situation. The latter has 
even made efforts to establish a direct 
dialogue with the LTTE. 


In the course of the last 18 months, the 
LTTE has gradually built up a civil ad¬ 
ministrative machinery in the Jaffna 
peninsula. It announced that in the new 
year it had plans to form a secretariat to 
take charge of its parallel civil administra¬ 
tion. This was to deal with traffic police, 
postal services, taxes, school administra¬ 
tion, health services and distribution of 
essential commodities. The Sri Lankan 
government interpreted the LTTE’s tak¬ 
ing over of the civil administration as an 
attempt towards a unilateral declaration 
of independence. It immediately impos¬ 
ed an economic blockade by suspending 
the distribution of petroleum products 
and Firewood in the Jaffna peninsula as 
a counter measure. This prompted the 
LTTE to defer its plans of setting up a 
civil administration secretariat. The fact 
however remains that LTTE virtually con¬ 
trols Jaffna. Its taking over the civil, 
administration is perhaps a formal de¬ 
monstration of its hold in the province. 
The LTTE has demanded certain precon¬ 
ditions for negotiations like the freeing of 
30(X) 'Bimil detenues, revoking the Preven¬ 
tion of Terrorism Act and lifting the 
economic blockade. The Sri Lankan 
government has rejected these precondi¬ 
tions. The LTTE also wants India's con¬ 
tinued mediation. 

Meanwhile the economy of Jaffna has 
come to a grinding halt. Lack of transport 
has prevented the movement of essential 
food items and medicines. The economic 
blockade may have persuaded the LTTE 
to put off its plan of running a parallel 
administration but, ironically, it has 
destroyed the remaining vestiges of Sri 
Lankan control over Jaffna. The Sri 
Lankan government has in a bid to crush 
the liberation movement decided to crip¬ 
ple the economy of Jaffna and therein 
cause immense hardship to the people. 
This seems to be a prelude to a military 
confrontation with the LTfE. On January 
7, Sri Lankan troops Hred mortars and 
deployed bomber planes over Jaffna city 
and since then security operations have 
been stepped up. The S>i Lankan govern¬ 
ment has invited the LTTE for talks on 
the precondition that LTTE declares that 
it would not set up a parallel civil ad¬ 
ministration. While LTTE has dropped its 
plans to set up a parallel civil administra¬ 
tion. it has rejected the invitation for talks 
under the present conditions. The Sri 
Lankan government has stated that the 
economic blockade will continue till 
LTTE agrees to negotiate under its set of 
conditions. The threat of a large-scale 
military operation by the Sri Lankan army 
in a bid to recapture the Jaffna peninsula 
still remains. 



BUSINESS 

Institutional Intervention Has Come to Stay 


THE stock market's recent behaviour is a 
tailing illustration of the profound impact 
that institutional intervention can have on 
the course of equity prices.' About the begin- 
.^ining of December almost everyone who had 
IsBtything to do with the stock market talked 
'rabout the deepemng crisis of confidence. But 
. .-massive institutional buying beginning with 
V.December 8 brought about a complete 
'<^ange in the market scenario. Bears who 
:ibad been virtually playing havoc with the 
;.market suddenly found themselves con- 
. fronted with the prospect of paper profits 
getting converted into losses. Hectic short 
covering and sustained institutional buying 
led to a spectacular recovery in prices. 

During the first week of December most 
^r^uity price indices stood at or very close 
/ to their 1986 lows. By about the first week 
of January, the market had recovered nearly 
two-thirds of the ground lost in the decline 
from its mid-February all-time high. The 
Financial Express all-India equity price 
index retraced 62.7 per cent of the decline 
and the retracement in respect of the 
'Bombay index was 67 per cent. 

It would not perhaps be out of place to 
’ sound a note of caution in regard to inter¬ 
preting the behaviour of the market in terms 
of equity price indices. Take the equity price 
indices prepared by the Economic Times. 

. Aceording to the old series which have been 

- discontinued this year, all the indices, 
regional as well as all-India, showed, on a 
point to point basis, net losses at the end of 

. 1986; the new series which have now been 
introduced show net gains over the year 
1986. During the sharp decline in November 
and early December, indices under the old 
series pierced through their March lows, 

- signalling the beginning of a major bear 
phase. Equity price indices under the new 
series kept well aboVb the March lows all 
through. The index for Calcutta is shown to 
have recorded a new all-time high on 
January 5 which appears rather incredible. 
The Financial Express index for Calcutta has 
to rise by over 13 per cent to reach its 1986 
.high. It would be difficult to explain these 
variations in terms of the shares included in 
compiling the indices. 

To come back to the main story, the value 
of institutional purchases effected since 
December 8 is estimated at anywhere 
between Rs 100 crore and Rs 150 crorc That 
the stock occhange authorities in Bombay 
should have felt obliged to request the three 
major investment institutions—UTl, LIC 
and GIC—not to insist on taking delivery 
of certain shares and to carry forv;ard 
business in some of the specified scrips to 
the next settlement is a reasonably good 
indication of the heavy ‘short’ sales in the 
market. The plea put forward by the market 
authorities that the inability of the sellers 
to deliver the shares is "solely because of the 
recent closure of the transfer books of the 
companies and the inability of the com¬ 
panies to send the share certificates duly 
transferred in the names of the transferees” 


is unlikely to carry conviction with those 
who arc familiar with stock exchange 
dealings. The closure of books is known well 
in advance and the stockbroking community 
is also fully aware of the time companies 
take for effecting transfer of shares. Inquiries 
indicate that the shares sent for transfer 
represent only a small proportion of the 
shares due to be delivered. That the monitor¬ 
ing of stock exchange transactions leaves 
much to be desired is common knowledge. 
Speci'lative activity cannot assume menac¬ 
ing proportions if all the transactions are 
properly recorded and the various margins 
arc duly paid. 

The stock market has staged a moderate 
retreat from Its early January high mark. By 
January 22 the Financial Express index for 
Bombay has lost 40.7 per cent of the ground 
gained in the preceding sharp upswing and 
the retracing in respect of the all-India index 
is also about the s:>mc. fhe setback has been 
attributed to renewed bear selling prompted 
mainly by concern over the reported mas¬ 
sing of Pakistani troops along the Indian 
border. I he stock market simply dreads the 
prospect of an armed conflict with Pakistan. 
But considering the preceding sharp up¬ 
swing, the setback could be easily dismis¬ 
sed as a noraml technical correction. The 
virtual absence of institutional support over 
the past few weeks has also had a depres¬ 
sing effect on the general trading sentiment. 

It is interesting to note that on January 
22 equity price indices stood almost around 
their respective levels a year ago. But unlike 
in January 1986 when the market was in a 
remarkably buoyant mood, the prevailing 
mood is one of circumspection mingled with 
cautious optimism. Circumspection stems 
from last year’s far from happy experience. 
Badly mauled by the wide swings in prices 
with the market taking quick turns when 
least expected, bulls and bears are still 
nursing their wounds. Investors too have had 
a tough time. 

However, talking to a cross-section of the 
stock exchange fraternity the impression one 
gathers is that the recovery noticed since the 
beginning of December can be expected to 
be well maintained. Most observers are of 
the view that the market will improve upon 
its last year's all-time highs in course of time. 
The stock exchange fraternity .seems greatly 
impressed as much by the overall perfor¬ 
mance of Ihe economy as by the growing 
evidence of the government’s earnestness to 
remove the various hurdles in the way of 
achieving rapid economic growth. Prime 
minister Rajiv Gandhi stated the other day 
that there was no question of redefining the 
government’s liberal economic policies as 
they had yielded very good results ever since 
his government initiated measures to stimu¬ 
late the economy. He said that the economy 
was doing “very well”. National income had 
risen by 5.1 per cent last year and despite 
the drought in many parts of the country the 
growth rate for the current year is expected 
to be around 5 per cent. More importantly. 


the industrial growth for the current year is 
reckoned around 8 per cent. 

Ttade and industry are pleased with the 
union Hnance minister’s response to their 
suggestions on various issues. One does not 
expKKt the finance minister to concede all 
their demand which often betray a lack of 
national perspective. Particularly relevant 
from the viewpoint of the stock market is 
the government’s concern for improving the 
climate for investment to enable the cor¬ 
porate sector—public and private—to raise 
requisite resources from the capital market 
for financing their expansion plans. All 
kinds of suggestions have been mooted dur¬ 
ing the course of the pre-budget meetings 
V P Singh has had with economists and 
representatives of trade and industry to 
impart greater momentum to the economy. 
Most market men are inclined to the view 
that the finance minister would offer a wide 
range of concessions in excise and customs 
levies with a view to stimulating demand and 
thereby promoting the growth of industrial 
production. Some sops for investment are 
also talked about. Since nothing can be taken 
for granted optimism needs to be tempered 
with caution. Perhaps all that one can say 
with reasonable certainty is that the govern¬ 
ment will not allow speculators to precipitate 
a crisis of confidence. The financial institu¬ 
tions wili be always there to carry oui ex¬ 
tended support operations when needed. 

Pharmaceutical Industry 


Naive Expectations 


THE new drug policy has been applauded 
in certain quarters as ‘realistic, ‘sensible^, etc 
According to this view, the shortage of essen¬ 
tial drugs is to be blamed on the erstwhile 
‘unrealistic’ pricing policy for essential 
drugs. The new drug policy is ‘sensible’ 
because it has increa^ the proBt rates on 
essential drugs, thus making their produc¬ 
tion ‘remunerative^. An end to the shortages 
of essendal drugs is, therefore, just round 
the comer. 

It is true that the 40 per cent mark-up on 
life-saving drugs allowed earlier was not con¬ 
sidered a good enough incentive by the high- 
profit oriented drug industry. The mark-up 
rate includes the profits of the distributors 
and the chemists as well as the sales expenses 
of the drug companies. Sales expenses are 
admittedly high in the drug industry and this 
did perhaps exert some pressure on profit¬ 
ability, but the answer to this should not 
have been to raise the mark-up but to reduce 
sales esqienses. Drug distributors daim 8 per 
cent proflt on turnover as against the 
customary 3 per cent for other lines of trade 
The sales and administrative expenses of 
drug companies are also very high. The 
MNCs in the drug industry spend 33 per 
cent of turnover on sales promotion and 
adndnistrative overheads, compa^ to a 
mere 0J3 per cent on researeh and develop¬ 
ment (and sales and administrative expenses 
of 20 per cent on average for other indus¬ 
tries). The new drug pricing pol^ amounts 
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tl»t it has failed to compel the d^ industry 
to reduce this social waste. Naturally it is the 
people who have to pay the price of the 
government's failure 

The people’s expenditure on drugs is 
further unnecessarily increased by the drug 
industry’s penchant for producing and sel¬ 
ling irration^ drug combinations. For 
example, well known brands of pain-killers 
such as Aspro, Anacin, etc, are drug com¬ 
binations which contain only one essential 
ingredi«it—aspirin: in addition, they con¬ 
tain one or more ingredients which are not 
at all necessary. The function of these extra 
ingredients is only to increase the cost of the 
preparation and the drug companies’ promts 
without yielding any extra benefit to the 
patient. A tablet of aspirin costs 3 to 3 paise 
whereas the branded pain-killers cost two to 
three times as much. Most drugs available 
in the market today are irrational drug com¬ 
binations of this type. If they were replaced 
by rational single-ingredient drugs or a 
handful of rational drug combinations, the 
patients’ drug expenditure would come down 
by half. Even if the mark-up were then raised 
to, say, 7S per cent, the price of aspirin 
would go up only from 3 paise to 6 paise, 
which would still be much cheaper than the 
current prices of the corresponding branded 
products. Thus an increase in the mark-up 
rate, such as that effected under the new 
policy, should have been^accompanied by a 
ban on all irrational drugs and combinations 
of such drugs. In that case the industry’s 
profit rates could have been made more 
attractive (assuming, for the sake of argu¬ 
ment, that this at all needed to be done) 
without steeply raising the prices of essen¬ 
tial drugs. 

It is in any case an illusion that there will 
be a steady increase in the production of 
essential drugs now that the mark-up rates 
have been increased and delicensing has been 
extended to a variety of drugs. It is possible 
that some of the existing capacity may be 
better utilised, leading to some increase in 
production in the short run, but it is very 
doubtful that new capacities would be set 
up for production of essential drugs. This 
is because while the mark-up on essential 
drugs has been raised to 73 and 100 per cent, 
production of all non-priority and useless 
drugs has been completely freed of price 
control. Going by the government’s own 
logic, therefore, production of the latter 
drugs would continue to be more profitable 
than that of essential drugs and drug com¬ 
panies, hankering after profits, would con¬ 
tinue to favour the production of inessen- 
tial/useless drugs. It is worth remembering 
in this connection that at least 73 of the 94 
drugs which have now been delicensed were 
in any case open to ail sectors of the industry 
from as far back as 1978 and yet the pro¬ 
duction of these drugs had not registered any 
appreciidrle rise during this peri^ Delicen¬ 
sing will lead mainly to a tightening of the 
hold of the so-called ex-FERA ‘Indian' com¬ 
panies in all sectors of drug production. This 
in turd cannbt but create a situation tailor- 
made ^r ddiberate output restriction to 
raise monopoly profits. 


Leather Exports 


Impreaaive Growth 


EXPORT earnings from leather and leather 
products are likely to be of the order of 
Rs 800 crore in 1986-87 as against Rs 662 . 
crore in 1983-86, thus registering an im¬ 
pressive growth of over 20 per cent. The ex¬ 
port performance for 1986-87 will exceed the 
target of Rs 730 crore fixed for the year. 
More importantly, the share of high value 
added goods in total exports of leather and 
leather products would not be less than 60 
per cent in the curroit year, as compared 
with 49 per cent in 198S-M and 3S.8 per cent 
in 1984-83. Exports of leather footwear and 
leather garments have been buoyant. 

The council for leather exports has 
predicted that leather exports will increase 
at the rote of IS per cent per annum during 
the next four years. However, the potential 
is much greater. The world supply situation 
in the case of footwear and other leather 
goods has become unusually tight in the 
recent period because of the cutback in pro¬ 
duction effected by some of the suppliers to 
the world markets on considerations of 
environmental protection. 

At the annual meeting of the council for 
leather exports, M M Hashim, chairman of 
the council, noted that the demand for 
Indian leather and leather goods has been 
on the rise for the past few years, and the 
share of high value added items in total 
exports is also on the rise. Significant 
changes have taken place in the pattern of 
overseas demand. The US and West Ger¬ 
many are showing a preference for very high 
priced finished leather or complete leather 
products. Evoi the UK and Ffance who have 
been importing finished leather have now 
started evincing interest in leather products 
like shoe uppers and gvments. India’s major 
East European trading partners like the 
USSR and East Germany are also now buy¬ 
ing mote of products such as shoe uppers. 

In die Add of leather garmoits, the world 
market is dominated by South Korea fol¬ 
lowed by Thrkey, Uruguay, Yugoslavia and 
Italy, but of late India and Pakistan ate fast 
becoming acknowledged sources of sui^ly 
of garments. In footwear Brazil, Spain, I^r- 
tugal, Italy and Ihiwan are the major sup¬ 
pliers. India has the potential of becoming 
a major source for footwear. The orderbook 
position is quite good but production is a 
limiting factor. Of course, quite a few new 
companies are entering the Aeld and produc¬ 
tion of footwear is projected to rise from a 
level of 300 million pairs in 1984-83 to 440 
million pairs by 1989-90. 

The ouAook for raw mataial supply does 
not, however, appear to be so bright. 
Availability of hides and skins has beat pro¬ 
jected to increase only maiginally during the 
seventh plan period. Buffalo and goat te'des 
are expected to increase from 33.6S million 
pieces in 1984-83 to 34.36 million pieces in 
1989-90, while skins of goat and shMp are 
expected to increase from 74J0 million 
pieces to 77.10 million pieces over the same 
period. In view of the shortage, the govern¬ 
ment has decided to permit duty-free im¬ 
ports of not only semi-inocessed leather but 
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“Ibday, our people lack food and clothing 
and other neoeuities, and we are caught in a 
spiral of inflation and rising |»ioes!’... The 
prices Nehru was talking about, or the rate of 
theu- increase which worried him. bear little 
resemblance to what has gtme on in the past 
three years... The generation he was spmk- 
ing to was one which, after years of struggle; 
had the satisfaction of seeing the imperialism 
it fought quit India. The present generation, 
after years of struggle of another type feels that 
the battle is going against it, perhaps because 
the strategy is wrong and the equipment out¬ 
moded ... There are undoubMty those 
amongst us who find the climate politically 
excellent to mount an attack on planning per 
sc—especi^ly on the eve of elections... 

As always the choice for a country wedded 
to democratic socialism, mixed economy and 
all that cannot be wholly this or wholly that 
in matters of planning. It is the mixture that 
has to be right, enabling the social content of 
plan priorities to be reflected in market dioioes 
and the economic content of market precesies 
to influence plan activities... It is not enou^ 
to say that we are on the verge of a break¬ 
through in commodity production and that we 
should concentrate on realising it, rtgatxUeis 
of what it means by way of price and balance 
of payments pressures. Nor will our planning 
be wise if we focus attention only on preven¬ 
ting over-expansion of aggregate demand, 
regardless of what limitations are thereby 
imposed on a progressive increase in domestic 
output. Between these extremes there is a path 
we have to follow, a path which is neither a 
blind alley nor an expressway. 


The election lies barely a month ahead, the 
fourth in Kerala in ten years. But for all prac¬ 
tical purposes, the voting has already taken 
place; all parlies have lox; and Kerala k pamed 
back to the nation, an ImractaUe political 
problem. Is it democracy that has failed here 
or have the people of Kerala failed de¬ 
mocracy?. ... in the camps of the six political 
parties which have hitched their wagons to the 
EMS star, you note, beneath the anticipation 
of a poll victory, an undercurrcnt of anxiety; 
will it be possible to form a coalition with the 
CPI(L)? Will the coalition last?... If EMS I 
is able to form a government, the estate he wiO \ 
run will be very different ftom the one he ruled j 
ten years ago. The Cochin-ErnakulumAlwaye 
complex of industries have brought an air of ' 
prosperity to Kerala. Oue lakh farmers are 
using Ihinan-S, with yields much higher than 
traditional ones. Soon Kenda will have all the 
power it needs... No other sute in India is 
more ready for socialism than Kerala. Or more 
plan concious. The rea.sons are not for to seek. 
Having no indigenous private capital of its 
own, Kerala can build industries only in the 
public sector. ... The absence of an overrich 
native class, widespread literacy, and ichabiliu- 
tion of the family system which had decayed 
under matriarchy have made the community 
in Kerala more equal than perhaps anywhere 
else in the country. ..CD Desmukh has sug¬ 
gested that Kerala be adopted as a nationBi 
pilot project. But where is the pilot? i 
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also flnished bovine leather, especially for 
export production. 

The government has also modified the 
policy for registered exporters to import 
additional items to manufacture leather 
goods. Accordingly, import of canvas, 
cotton, flannd and synthetic lining materials 
as well as reinforcement tapes, shanks, nails 
and pins wiil be allowed against export of 
footwear components, including shoe 
uppers. The same facility will be allowed 
ag^st raports of light categories of travel 
and other leather goods UIk attache cases, 
brief cases, ladies hand bags, wallets, leather 
garments, purses, and leather hand gloves 
other than industrial leather gloves. Against 
exports of these categories, imports of 
sewing machine needles, tafflon foot, bobbin 
cases, pressure foot shuttles, etc, will be 
allowed. For all types of finished leather. 


leather belting, picking b«^ bi^fin« sbe^ 
calf roller skins and leather aprons, the 
replenishment has been nosed to flve per 
cent of export value from one and half per 
cent prevailing earlier. This facility will also 
be awulable against eeports of heavy leather 
goods such as saddlery itnns, leather trunks 
and leather suitcases. 

The industry sources are optimistic that 
export earnings from leather and leather 
goods will increase to Rs 1,160 crore by 
1989>90. This is an area where India has a 
natund advantage and there is Kope for 
substantial additional investments in leather 
footwear and garment industries. There is, 
however, an imperative need to put a stop 
to the clandestine exports of raw hides and 
skins from India to neighbouring countries 
reportedly taking place at present. 


LETTER TO EDITOR 


Democratic Rights Organisations 
and ‘Naxalites’ 


THE December 20. 1986 issue of EPW 
carries a letter by Achin Vanaik and others 
in response to my letter (October 4) on 
K Balagopar.s review of A R Desai’s “Agra¬ 
rian Struggle..(August 9). While the 
authors of the letter are not concerned with 
the issue discussed in my letter, they have 
nevertheless strongly opposed “certain 
characterisations made in the course of the 
letter” and have made a few accusations in 
the process. These accusations, though ap¬ 
parently unrelated to the main issue, may 
however distort the readers’ perception of the 
main issue itself or more speciHcally the 
views expressed by this writer on the main 
issue, i e, on the nature of the Indian agrarian 
economy and the class character of the 
Indian states (and by implication the stage 
of the Indian revolution). So I feel it nece¬ 
ssary to offer the following clarifications. 

First, it has been contended that I should 
not have used the term ‘naxalites’, which is 
a derogatory term implying not only poli¬ 
tical disagreement but also acceptance of the 
lead given by “India’s political police”. 
Wherea.s, any number of alternatives may be 
suggested to ‘naxalites’ ranging from the 
epithetical ‘extremists’ to the eulogistic Com¬ 
munist revolutionaries’ (and of course not 
excluding ‘communists of the Maoist cur¬ 
rent’ as suggested by Vanaik et al), the chief 
merit of ‘naxalites’ as a label lies in the 
fact that it does directly remind us of the 
historical fact that all the various groups so 
designated came into being in the wake of 
naxalbari and they all proudly claim the 
inheritance of the legacy of naxalbari. This 
term had achieved wide currency even before 
the launching of the generalised police 
actions against them. The upsurge of 
naxalbari took place in May 1967, and the 
dissidents within the CPI(M) supporting the 
naxalbari movement rallied immediately 
thereafter under the banner of ‘naxalbari 
Krishak Sangram Sahayak Samiti’ (Commit¬ 
tee for As.sisiing Naxalbari Peasant Strug¬ 
gle), while the main party, the CPI (ML),- 


emerged only in April 1969 being preceded 
by AICCCR and AICCR in that older. Even 
the specifically Maoist identity took some 
time to be established. One reason is that the 
widely publicised Peking Radio broadcast 
labelling the movement as a “peal of spring 
thunder” came some three months later, at 
the end of August 1967. The other reason 
is that the CPI(M) itself, in those days, was 
considered to be quite close to the CPC and 
that impression took quite some time to wear 
off. 

And what is fkr more important is that 
over the years scores of political writers and 
commentators (including recognised leftists) 
have used this term without any reservation. 
Incidentally, K Batagopai also uses this term 
quite freely. At about the end of his review 
he finally summarises that his “contention 
is not that the naxallte groups alone are in 
search of the path that will put an end to 
the long history of blood and pain that 
derines agrarian India; many others—from 
doubting Marxists to dissident Jesuits—are 
also seeking, but there can be no comparison 
between the two in terms of political signi¬ 
ficance” (emphasis added). And yet he does 
not attract the charge of being a follower of 
‘India’s political police*. 

The second charge hastwo parts. The first 
is that by labelling Balagopal as a spokesper¬ 
son of naxalite politics (and quite incotreedy 
for that matter) I have joined a common from 
comprising People's Democracy, the Con- 
gres$(I) and NTR. The second part is that 
by doing so, since Balagopal is a leader of 
the APCLC, I have actu^y helped the NTR 
government in its ongoiiv campaign of bru¬ 
tally lepiessing the APCLC activists in Andhra 
Pradesh by lending credibility to die chaige 
that civil liberty activists are naxalites. 

It is the second part of the second chatge 
(which is again inextric^y intertwined with 
the first part) which, for obvious reasons, 
1 find extremely disturbing and which, 1 also 
recognise, at the same time has serious emo¬ 
tional dimensions which may go well beyemd 
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subjecting this sectMid chmie to any deta&ed 
logictf scrutiny, which in ^ probibility will 
only cause a further surge of emotions. I 
would take this opportunity to voice my 
strongest condemnation of the reign of 
terror let loose by the NTR government 
against the radicals in AP and the dvil 
liberty activists defending them. I also 
express my solidarity with the APCLC (of 
which K Balagopal is the general secretary) 
in its determined and heroic fight against the 
barbaric violations of dvil rights by the 
brutish and insensate NTR government. 1 
only hope that this unambiguous condem¬ 
nation would more than wipe out the effect 
of any passing observation in my last letter. 

At the same time 1 also express my total 
disagreement with the miqor assumption 
underlying the second charge. I cannot 
acc^t that the civil rights organisations in 
India are to be organised strictly on the basis 
of the terms laid down by NTR and his likes; 
only Shouris and Ikrkundes are entitled 
to become members and leaders of such 
organisations while committed radicals (and 
naxalites in particular) have no legitimate 
right to be in them. 

Lastly, it would be useful to recount that 
neither Balagopal, in his elaborate review, 
nor myself, in my brief earlier letter, was 
concerned with the issue of violation of civil 
rights in Andhra. Balagopal, in his piece, 
took A R Desai to task for hot subscribing 
to the thesis that the Indian state is com¬ 
prador and bureaucratic capitalist and hence 
the Indian agrarian economy is semi-feudal. 
He also castigated Desai (and Gail Omvedt 
as well) for belonging to those “superior 
intellectuals” who "sermonise on the sup¬ 
posed theoretical idiocy of the CPI(ML) 
groups while patronisin^y patting them on 
the back for their sacrifice, militancy, etc”; 
for making a “caricature of the CPl(ML) 
position” by saying “that they identify an 
object called semi-feudal landlords and fight 
that class to the exclusion of other sections 
of rural rich”; for “pretending that the 
naxalite groups are so stupid [that] they do 
not themselves know that they are doing”; 
and also for “his theoretical and political 
prejudices” which “blind him to the crucial 
strategic and tactical lessons learnt by” the 
CPI (ML) groups. I, on the other, tried to 
point out that Balagopal’s assumptions 
(underlying his thesis) were arbitrary, his 
arguments tautological and conclusions 
anachronistic I also tried to establish, 
by tracing the historical roots of In^an 
independence, analysing the government 
policies and measures since then and identi¬ 
fying the resultant emerging trends in the 
Indian socio^onomy, that the Indian state 
is capitalist in character and is pursuing a 
conscious policy of developing agriculture 
on capitalist lines. 1 also maintained that 
self-sacrifing heroism (on the part of the 
naxalites), however laudable, is hardly any 
substitute for theoretical maturity. It is only 
natural that we get trapped in unnecessary, 
unproductive and unseemly controversies far 
removed from the central issue if we lore 
sigin of 4iis general backdrop whilediscuss- 
iiig the earlier letter m tathff a firagffleiit df it 
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CAPITAL VIEW 


Living in Wonderland 

Komesh lliapar 


-SHARDA KA PRASAD’, that’s how the 
vulgar describe the 60-lakh jamboree of the 
'finest minds’ mounted by the information 
aide, Y Sharda Prasad, in memory of Indira 
Gandhi, and launched by that mind of 
minds, Rajiv Gandhi, described by Mulk Raj 
Anand as “brilliant”. It’s all about “new 
beginnings”, even as the daily papers tell 
their gory tale of continuing neo-colonial 
rule over a sub-continent, a tale of terror, 
counter-terror, of hate and violence, of 
confrontations for political power. Ap¬ 
propriately, Rajiv Gandhi talks of violence, 
but his panacea is simplistic—compassion. 
He needs to study Chinese history where 
several religions co-exist in a single family— 
and without any extra compassion. 

What has happened to the Indian mind. 
As the situation gets more and mote com¬ 
plex, spawning a hundred different inter¬ 
connected challenges, it waffles and waffles 
in emotional and moralistic humbug, or 
drowns itself in a Niagara of meaningless 
words or words that mean all things to all 
people. There’s no harm in these mental 
acrobatics by our ‘finest minds’, but the in¬ 
ternational gatherings organised for these 
demonstrations are becoming too frequent, 
too expensive, and too embarrassing. We 
may soon be reduced to an India Travel 
Corporation. 

If we are in search of new beginnings, 
there’s plenty of scope in this traumatised 
land. And the first step is to recognise that 
we are governing our own people, not some 
‘foreign agents’. It is too easy to dismiss any 
sireable dissent as anti-national, and then 
proceed to deal with it in the manner that 
used to be adopted by the British occupying 
power. Even President 2^ Singh, not dikin- 
guished for his independence, has reAised his 
assent to a bill that permits surveillance of 
letters. No government claiming to be demo¬ 
cratic can behave in the manner we do. 

I am not closing my eyes to the dastardly 
acts of the terrorists, their deliberately pro¬ 
vocative killing of Hindus and their destruc¬ 
tion of Sikh families that do not align with 
them on the excuse that they are informers. 
Nor am I going to blot out the memory of 
the horrendous mass killing of Sikhs that 
followed Indira Gandhi’s assassination. As 
for the scandalous accommodation given by 
supjjosedly religious men to assassins and 
criminals, particularly by the Afcaii clique 
headed by Ibhra and others, it is a damning 
commentary on the dangerous farce that 
religion has become for the vocal minority 
in every faith. 

But, hnd this is the point that needs heavy 
underlining, no one speaks of the need to 
bring the «m2ie$ back into the mainstream. 
Extranisth ib boriie out of the grave errors 
of govemaitcb Wt have to begin the effort 


to normalise the political dialogue, or else 
there will be no peace among the communi¬ 
ties. Anyone attempting this knows that 
there must be a disengagement on brutalisa¬ 
tion, particularly on the part of those who 
rule. And there must be urgent initiatives to 
move at different levels to restore the securi¬ 
ties and confidence without which no agreed 
consensus can result. 

The confusions of a communal leadership 
like the Akali is reflected in its one-sided 
obsession with the vengeful activity of the 
para-military, and its naive hero-worship of 
assassins. Earlier, it was lost in the messy 
culture of priests, hukamnamas, jathedars 
and tankhaiyas something which soiled the 
image of the faith that once inspired both 
Sikh and Hindu. If the crafty SGPC chief 
misuses his position and even takes to 
creating priests, a thoughtful man like 
Barnala fails to realise that half of Punjab 
is Hindu and needs representation in his 
government. Indeed, the regime in Chan¬ 
digarh has been one of the most corrupt in 
India. In the present setting, would any other 
Akali faction in power be different? 

There is a gut feeling in the land that Delhi 
is incompetent or deliberately blind to the 
repercussions which flow from its action and 
inaction. Even a Hindu zealot like Balrgj 
Madhok is compelled to say in a newspaper 
article that, if the 'Keshdari Hindus’ want 
a state within the union where they have a 
clear majority, let there be another (Evision 
in Punjab. Admittedly, such criteria cannot 
be accepted, but a time will come when 
Bengalis will begin to feel ethnic about 
Gorkhaland or, maybe, the Marathas about 
Konkan. 

If we are concerned about new beginnings, 
we need to open our minds to the possibility 
of many smaller states. These should be 
ethnically and culturally coherent, not 
religious based. It cannot any more be 
denied that the economic growth of the sub¬ 
continent calls for appropriate political 
structuring. The emotion over a highly- 
centralised unitary system for the sub¬ 
continent is, in fact, limited to an elite which 
has grabbed the fa' of development and sees 
its fantasies for the future threatened by the 
pressures for a decentralised polity. 

This conflict between two marked trends 
cannot be resolved by the mobilisation of 
mobs in the streets. A compromise will have 
to be sought in problem solving through a 
free-ranging debate where nobody’s bona 
fldes are questioned and where the demo- 
crhtic texturing of our complex society is 
safeguarded and enriched. In a perverted 
kind of way,, the controversies building 
around the masjid/mandir at ^odhya 
emphasise the tragedy inherent in inaction, 
wiA the worst elements in both communities 


getting the limeiight. 

The Khomeinis among the Hindus and 
Muslims would drown the Indo-Gangetic 
plains in blood rather than acknowledge a 
civilised accord where both communities 
practise their religious rituals, side by side, 
at the supposedly holy site But government 
must first establish its credentials as an 
arbiter by clearing the masjid of its Hindu 
occupiers. Its failure creates confrontation, 
and sparks the incredible demand for the oc¬ 
cupation of well known archaeological sites 
all over the sub-continent. 

Yes, all these movements can be suppres¬ 
sed—but surely this is not the end objective 
of governance. Our people cannot, section 
by section, be reducki to simmering anger. 
Then, the many institutions we have built 
over these forty years as microcosms of a 
sub-continent, will be disrupted and made 
ineffective. We can see this happening to the 
normal arms of law-and-order. The palsy of 
tribe, caste and community could touch the 
para-military and military. Then what? 

We are so obsessed about the possible fate 
of the present ruling dyiusty that we pre¬ 
vent ourselves from thinking thoughts that 
demoralise. The jamborees organised in the 
capital are diversions to convince ourselves 
that we are still relevant. Mib may be, in the 
manner of the late Shah-en-Shah of Iran. 
Lost in our five-star splendours (also not 
properly maintained!) we try to forget the 
explosiveness of a sprawling sub-continent. 
But the fact is that the fundamentalist tide 
is rising around us, a messy mix of many 
fundamentalisms, Sikh, Muslim and Hindu. 
Or are we oblivious, happy living in 
wonderland? 

Footnote: In Indian Express of January 9 
a front page lead story recorded that in 
his address to the Indian Youth Con- 
gress(I) Rajiv Gandhi said, “.. .the inter¬ 
national community must fake action 
now, and even now it might be too latr^’. 
A foreign agent in action, yaar\ 


HtL 

HINDUSTAN INSECTICIDE (HIL) is 
setting up a butechlor plant of 1,000 tonne 
per annum capacity costing R$ 3.6 crore. 
Butachlor is a rice herbicide used extensively 
for control of weeds and sedges in rice Fields. 
In the absence of indigenous production, 
presently the country’s entire demand of 
1,300 tonnes per annum is met by imports 
only. With the completion of this project in 
about 18 months time it is felt that HIL 
can largely meet the internal demand and 
save substantial foreign exchange. HIL is 
using indigenous technology developed by 
Regional Research Laboratory, Hyderabad 
and CSIR. For back-up support, HIL has 
also developed successfully its own process 
technology of butachlor at its research and 
development complex. 


HI 



STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(10-1-87) 

Month 

Year 

29, 1986 

85-86** 

84-85 

83-84 

8243 

All Commodities 

1000 

379.9 

0.5 

6.2 

5.8 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

355.3 

0.6 

8.3 

7.9 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

335.1 

-1.4 

6.6 

5.0 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

333.4 

6.6 

17.3 

21.3 

-10.5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and Lubricants 

85 

621.2 

0,2 

4.1 

2.0 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

359.5 

0.6 

5.2 

5.2 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Cost of Uvini! Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

in 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 1960 = 

- 100 

692“ 

1.0 

9.8 

8.5 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual limployecs I960 = 

100 

615’ 

0.3 

8.1 

5.3 

6.8 

8.1 

10.3 

8/0 

For Agricultural Labourers July 60 to 

579* 

0.5 

4.3 

4.1 

4.8 

0.2 

11.4 

S.2 

June 61 

= 100 








( 





Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(2-187) 

Month 

Year 

28, 1986 

85-86* ^ 

84-85* ' 

83-84 

82-83 

Money Supply (Mj) 

Rs Crore 

1..37.248 

5,047 

20,425 

19,019 

15,192 

16.058 

13,031 

lO.IIS 




(3.8) 

(17.5) 

(16.1) 

(14.9) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

70,146 

777 

11,648 

11,655 

9,579 

8,445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

26,420 

1,469 

5,344 

6,830 

9,745 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,762 

6 

953 

350 

299 

1,419 

-104 

977 

Deposit of Schedule Commercial Banks 

Rs Crore 

1,02,060 

5,354 

16,851 

17,341 

12,475 

11,519 

8;550 

7,299 




(5.5) 

(19.8) 

(20.5) 

(17.3) 

(19.0) 

(16.4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

6,943 

22 

450 

7t 

53 

1,319 

1,233 

911 







(0.8) 

(24.0) 

(28.9) 

(27.2) 

Index Numbers of [ndu.strial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per 

Cent) 


(1970 - 100) 
























In 

In 

In 

In 

In 




1986 

1985 

1986* * 

1985 • * 

1984 

1983 

1982 

General Index 

100.00 

216.1* 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0" 

230.5 

225,1 

2.4 

2.6 

6.6 

5.3 

•0.9 

Intermediate Goods Industries 

21.33 

192.3* 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industric.s 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 
(Sep. 86) 

1986-87 * 

1985-86 ■* 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

961 

5,857 

5,324 

10,420 

11.855 

9,872 

8,908 

7,803 






(-12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,735 

9,239 

9,752 

18,371 

17.173 

15,763 

14,356 

13,671 






(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-774 

-3,382 

-4,428 

-7,951 

■ 5.318 

-5,891 

-5,448 

-5,868 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 










(Aug 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

28,459 

28,459 

25,366 

26,270 

23.547 

21,954 

18,^ 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

522 

3,692 

4,001 

5,766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

404 

465 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

248 

263 

373 

407 

486 

474 

505 






(-8.4) 

(-16.3) 

(2.5) 

(-61) 

(5.2) 

Income 

Unit 

1984-85** 

1983-84** 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50,736 

47.138 

49,633 

46;9I7 

Per Capita Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* For currmt year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

+ Upto latest month for which data are available. 

+ + Provisional data. 

.Votes.- (I) Superscript numeral denotes month to which figure relates, e g, superscript* indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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FROM THE IVORY TOWER 


A Free Ride to the 21st Century? 

Arun Ghosh 


A CHANCE meeting with an electronics 
engineer from this sub-coniinem who has 
made it in the west was an interesting ex¬ 
perience. The young man (of forty—which 
is now no longer considered young by many) 
had a theory which appears to be based on 
his experience and his perception as regards 
his profession plus perhaps a vision as to 
wider global perspectives of an order 
somewhat rare in highly skilled technicians. 
His viewpoint merits an exposition. 

In the present age of electronics, two types 
of development are inevitable. First, as a 
result of the speed with which high tech¬ 
nology inventions are transforming produc¬ 
tion methods, with high wage employment 
for a few and very low wage unskilled 
employment for all the others, there is likely 
to emerge a sharp differentiation between 
countries, and the world is likely to get more 
and more divided into the indu-strially more 
efficient and the less efficient, or the alphas 
and betas of the world on the one side and 
the deltas and gamma.s on the other. One is, 
of course, awate of this tremj, since the gap 
between the developed and the industrially 
backward countries has been increasing evei 
since the second world war, and more recently 
at a galloping pace. Indeed, one ob.serves the 
same process even within our own country, 
and the gulf between the haves and the have- 
nots has been widening at a distressing rate. 
So far, my informant had not said anything 
startling. It is the second development, 
according to my informant, which is really 
worth studying carefully. Between the two 
superpowers, the US and the USSR—whose 
focus is on nuclear arms and nuclear 
capability (culminating in the SDl or the star 
wars and the anti star wars programmes)— 
are spending their best resources of talent 
and money on a somewhat futile programme 
Futile, because no one is going to start a 
nuclear holocaust; and in fact if .started (by 
design or by mistake) nothing else would 
matter anyway because human civilisation 
would be destroyed in a matter of a few 
hours. That, of course is recognised, and 
saner voices around the world have therefore 
been agitating against additions to the 
nuclear arsenal of the world. But the fasci¬ 
nating point made by our friend, the elec¬ 
tronics engineer, was that Japan ha.s, with 
cool calculation, decided not to worry on 
this score, and to push ahead with the trans¬ 
formation of its industrial structure, on the 
basis of the latest and newest technology. 
According to my informant, Japan is certain 
to emerge very soon as the only alpha coun¬ 
try in the world (with South Korea trying 
to emulate Japan), and the OECD countries 
as also the pSSR would soon be left behind 
as the betas of this world. All other coun¬ 
tries the world over would soon languish as 


the deltas and gammas, acting as the set 
vitors of the alphas of the world 

This electronics engineer was quite cm 
phatic. While the two superpowers are e*in- 
ccnirating on the star wars ami star wdrs 
programmes, and building up an endless 
arsenal of weapons Huating around in space, 
Japan has set her sights on more mundane 
matters; the comiiK-rcial conquest of this 
planet. And there is no stopping the 
Japanese in tlictr tot ward in.iich. They hase 
already outstripped the OECD countries in 
all consumer electronics, they lta''e reoriented 
their production technology to electlonically 
contiolled assembly operations, electronic 
testing and checking, even electronically 
fashioned quality control. And they are pro¬ 
gressing with a speed which could not have 
even been imagined a few decades hack. 

There arc certain inevitable results that are 
likely to follow, according to our friend the 
electronics engineer. There is a saturation 
point of demand foi most consumer pro¬ 
ducts which is fast likely to be reached in 
the developed countries, and very soon, 
therefore, there is likely to ensue the law of 
the jungle, or the suivival of the fittest. Heie 
are the Japanese production units, always in¬ 
novating, always a step ahead of the others, 
always producing cheaper, better, newer pro¬ 
ducts than their European or Aineiican 
countei parts. Owing to the explosion in in¬ 
formation and communications, the Euro¬ 
pean and American members of the OECD 
are unlikely to be able to either match the 
Japanese or even to keep out Japanetse pro¬ 
ducts, no matter how much protectionist fer¬ 
vour their domestic industry attempts to 
whip up. 

Even in this regard, the Japanese are a step 
ahead in the game. They are quick to find 
collaborators in all those countries which are 
anxious to set up assembly units—based on 
Japanese component supplies—in the host 
countries, so that one set of vested interests 
starts fighting another set of vested interests. 
The beauty of it is, according to this elec¬ 
tronics engineer, that both in terms of the 
prices of components and more especially 
of spare parts, and rapid changes in models 
from one year to the next, the parent 
(Japanese) firms are likely to keep a strangle¬ 
hold over the manufacturers in the host 
countries. 

At this point, the electronics engineer 
started laughing. In his own business, he 
said, his Hrm makes more money on the sale 
of spare parts than on the sale of new equip¬ 
ment. The sale of new equipment is highly 
competitive. There are also all manner of 
rules in most importing countries in regard 
to purchase even by businesses. They have 
to have global tenders, they have evaluation 
of bids, and what not. So, they have got 


wise; they carefully pare down the cost of 
new equipment, and make a killing on the 
sale of spare parts. They' have, in their firm, 
appointed scientists and statisticians who are 
constantly doing research on the durability 
of critical components. Some of them must 
be so dcsigiu-d as to bieak down from time 
to time, small precision items which can only 
be supplied by them, the breakdown being 
ascribed to inefficient handling by the iiscis. 

In fact, his company maintains a tew en¬ 
gineers who keep tiavtlling tound the world; 
they quickly icpair the components which 
hase broken down, for a fee of course, but 
thereby they have built up a reputation of 
excellent after-sales service. Of course, ail 
this requires a fairly large size of business, 
but that is a part of modern business needs. 
Tactics are important for survival. 

tfur friend, the electronics engineer, was 
quite dear m his view in icgard to two likely 
consequences of these developments. No 
country would be able to as’oid this lush for 
the .adoption of new technology, but few, 
very lew, countries would be able to absorb 
and masiei the new technology and adapt 
themselves to the very sti ict requirements of 
successful application of the new technology. 
In slioit, very few countries would be able 
to do anything on their own on the basis of 
the new technology. So. the woild would 
ineieasingly get divided mote and more 
sharply into those able to use high-tech pro¬ 
duction methods and those doing mere 
assembly (or packaging) jobs, in other 
words, the .alphas and tire deltas of Aldous 
Huxley's brave new world. True, the distinc¬ 
tion would not beenfoiced genetically—who 
knows, even that may be coming, what with 
ihe recent manipulations with the DNA— 
but by: (a) the ever expanding frontiers of 
technology which few would be able to 
master, and (b) the siciw stagnation of de¬ 
mand which must arise, creating problems 
of disposal of the increasing supplies of con¬ 
sumer goods, which would form the basis 
of growth of the developed countries. Take 
automotive vehicles, he said. Except for the 
less developed countries where this demand 
is not likely to explode for quite .some 
time- there is no income base, nor even the 
infrastructure by way of roads in these 
countries—the demand foi personal auto¬ 
motive vehicles must stagnate in the 
developed eomilrics So, many e,\isiing 
manufacturers would fold up. fhereafter, 
what happens to the workers employed 
therein? They would join the ranks of the 
deltas, living on social security doles, 
because their companies could not survive 
the law of the jungle, namely, the survival 
of the fittest. And it is not going to be either 
easy or feasible to rerruin the older genera¬ 
tion workers. This is likely to be the pattern 
hereafter insofar as traditional industries are 
concerned. 

Quite an extreme view, but in many ways 
quite a perceptive one, particularly when one 

ItJ 
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realises that here is a successful business¬ 
man—who has made it in a highly com¬ 
petitive world—taking such a dismal view 
of the future. But then, here in India, one 
sees so many portents of such devclopmcnis 
that one should sit back and reflect on some 
of the relevant issues. 

Perhaps I should claiify at this stage th.ii 
this electronics engineer is not an Indian; he 
could not have the Indian experience in 
mind; in fact, he ihoiighi India had a good 
chance of getting to a position equivalent 
to the betas of this world, but that is a 
different story. Perhaps, as a posi.scripi, 1 
should also add that when I was recounting 
this story to a few fi iends, one of them con¬ 
firmed the approach and the philosophy of 
the .lapanese in business matters. As a 
visitor-cum-traince iiiidet a programme 
organised by the National Productivity 
Council, this gcnilenian had been to Japan 
not so long ago. 1 he Japanese professor in 
charge of the programme had told him and 
the other pariicipains in so many words that 
after the second world war, the Japanese 
people had consciously decided that since 
they could not conquer the world militarily, 
they would conquer it commercially: they 
were determined U) do so; and that objec¬ 
tive motivated their efforts to improve their 
productivity. Again, a somewhat extreme 
way of putting this matter, but there you are. 
No matter why, but the Japanese thrust for 
commeicial ascendancy, and the resultant 
trade and ecoqomic relations in the world, 
are significant pointers to the sort of 
domestic economic policy that developing 
countries should be adopting. 

My intormant, the successful electronics 
engineer, saw the problem from bis own 
point of view. He personally was brimming 
with confidence, and he was all for the prin¬ 
ciple of consumer sovereignty as the motive 
force for economic progress; only, he un¬ 
willingly expo.scd the hollowne.ss of such 
sovereignty in the face of a concerted on¬ 
slaught by a set of determined oligopolists. 

Bill do we not see before our own eyes a 
copy book example of the prophecy made 
bv the eifcironics engineer, in the ex|H.‘ricncc 
ol the much vaunted fuel elficicnt Maruii 
cai? How the model ot the car was changed 
in less than two years? How a “people's 
car”—a liny niaieh box like contraption — 
has conie to cost Rs 74.<K»0, in spite ot ex¬ 
cise icbatcs and import duty concessions in 
the name of fuel efficiency? How, even tor 
this relatixciv low-icch pioducuon techno¬ 
logy, we are now tied to the apron-strings 
of the Japanese collaborators? Vet, this ex 
pcrience would be worth w hile if we were to 
learn out lesson. But then, if hisiory teaches 
us anything, it is that history teaches us 
nothing. Would our polic'y makers learn? 
One sees little evidence so far. 

There is, in Ihe field of industrial growth, 
no, repeal no, alternative to self-reliance. In 
India, this involves the raising of the average 


level ol skills of an entire people. It is a slow 
process, but it can be achieved. West 
f iermany was devastated during the second 
world wai; and though West Germany was 
the recipient of Marshall Aid, the factors 
making for West German recovery were the 
skill and determination of the German peo¬ 
ple. The same happened with the Japanese. 
We have a smattering of skills in India, but 
our skilled personnel are leaving the coun- 
tiy for better pastures in developed coun¬ 
tries. The national pride, the determination, 
the singicminded pursuit of national de¬ 
velopment—these are all missing. 

But why have vve opted for the type of 
‘open economy’ in regard to industry, as 
compared to the policy of self-reliance that 
informed our strategy earlier? We are told 
by international institutions as also by some 
expatriate Indian economists that therein lies 
our salvation. Nevei mind that the developed 
countries have no compunction to protect 
their indiisfrirs against competition from the 
developing world. Why are there strict 
quotas on textile impoits into the US as well 
as Western Europe? The same goes lor 
agriculture. No matter that the Japanese 
government pays Japanese farmers three 
times the world price for rice, then feeds it 
to pigs at half the world price, at the same 
time charging the Japanese people some 16 
times the price at which rice is led to the 
Japanese pigs. About the same policy holds 
good in Western Euiopc. And yet, we must 
develop out agriculture and not industry, we 
are told by the IMF now. What is good for 
the goose is obviously not good for ihe 
gander. 

But why are some of our talented young 
men leaving the country? Why is there grow¬ 
ing disenchantment throughout the country 
in regard to the planning process, the ad- 
mini.strative edifice, even in regard to ethical 
norms of behaviour? 

This IS where the greatest danger arises. 
Our own society is getting more and more 
fragmented and divided into the alphas and 
betas of society-on the one hand and the 
deltas and gammas on the other. Right from 
schooling—with the public schools and now 
the Navodaya schools on the one side and 
the municipal schools and the village 
primary schools without text books, e.xercise 
books and even blackboards on the otlier— 
we are creating two widely disparate societies 
of the ruling clawcs and the masses. The 
businessmen with foreign collaboration for 
the manufactute of the goodies of life are 
increasingly likely to develop iheir own 
vested interests: and there would now arise 
pressure from an elite section lor third rate 
collaboration arrangements. This would help 
to fill the pockets of some; supply luxury 
consumption goods to those who can afford 
them; and at the same time help to further 
the quest of the manufacturers of the 
developed countiics to maintain their 
jitranglehold on the Indian economy. 


This is where the intellectual of this coun¬ 
try, as also the leadership, have failed the 
people. In nearly forty years since indepen¬ 
dence. our literacy rate continues to be 
abysmal. We have not focused on solving the 
basic problems of the people. We have not 
cared to provide proper education, health, 
housing to large sections of the population; 
why, we have not even succeeded in pro¬ 
viding potable drinking water to many. We 
have not tried to raise the level of skills on 
a wide base. We have not been able to instil 
self-respect because we have not been able 
to provide employment opportunities for all.v 
With our large population, what is needed 
is an attempt to do things ourselves—even 
if somewhat inefficiently—by getting every¬ 
body to work at a higher level of efficiency 
than before, rather than by getting a few- peo¬ 
ple 10 try vainly to emulate a level of in¬ 
dustrial efficiency for which the infrastruc¬ 
ture is missing. 

In the new yeai, therefore, the question 
that we have to ask ourselves, the question 
that our policy makers have to ask them¬ 
selves, the question that all the people should 
address to the policy maker is: are we to con¬ 
tinue to be a fragmented .society, divided into 
our own alphas, betas and deltas and gam¬ 
mas? Ate we sure that we can ride on the 
backs ot others to Ihe 21st cciiliiry? 


Aluminium Foil Project 

AN agreement for setting up a joint sector 
project to manufacture aluminium foil at 
Jagdishpur in UP was signed on January 2 
by R M Sethi, managing director of the 
state-owned Pradeshiya Industrial and In¬ 
vestment Corporation of Uttar Pradesh 
(PICUP) and A K Agarwal, president of 
Hindustan Aluminium, a Birla group com¬ 
pany. The project which involved a capital 
outliBt of Rs 60 crote will manufacture 5,000 
tonnes of aluminium foil annually. The 
finances for the project envisaged the issue 
of share capital of Rs 20 crore and a term 
loan of Rs 39.75 crore. It will receive a 
central investment subsidy of Rs 25 lakh as 
SultanpuT district is category ‘A’ backward 
area. The promoters of the project have ob¬ 
tained the most cost effeaive technology 
from Europe for the manufacture of 
aluminium foils. The project will be com¬ 
missioned by the end of 1988. 

Meajmhile; PICUP has promoted 3S joint 
sector projects in Uttar l4radesh, some of 
them involving transfer of technolo^ from 
rqyuted companies like Dupont of USA, 
Chemtes, Snamprojetti, Ceat Cavi of Italy, 
OEC of UK. During 1M5-86, PICUP 
secured the first rank in regard to sanction 
of term loans among all state industrial 
development corporations in Uie countiy. 



COMPANIES 


Finance for Exports 


dividend, after transfer of Rs 10.46 crore to 
reserves. 


Hannavivek 


ADDRESSING a press conferenec in 
Bombay on January 9 to announce the 
operations of the Export-Import Bank ot 
India during 1986, its chairman and manag¬ 
ing director, Kalyan Bannerji, called upon 
Indian exporters to reverse the stagnating 
trend of exports to markets in Western 
Europe and the US. A number of changes 
in import policies also provided oppor¬ 
tunities to Indian exporters to upgrade 
technologies and manufacturing processes 
to produce better quality goods for exports. 
The World Bank also had sanctioned S 250 
million towards technology upgradation by 
Indian exporters. 

Exim Bank's sanctions of funded assis¬ 
tance in 1986 increased by 28 per cent at 
Rs 563 crore against Rs 441 crore in the 
previous year. Disbursements at Rs 524 crore 
showed growth of 37 per cent over 1985 
disbursements of Rs 381 crore. The overall 
loan portfolio at the end of 1986 was Rs 644 


crore, registering an increase of 16 per cent 
over the previous year. Similarly, Exim 
Bank’s sanctions of non-funded assisunce 
in the form of guarantees amounted to Rs 76 
crore and guarantees totalling Rs 39 crore 
were issued in 1986. Sanctions rose by four 
per cent and issues declined by 43 per cent 
in value over the previous year. 

During 1986, the Bank made commitment, 
in principle, at tender submission stage, to 
support export bids for supply, construction, 
turnkey, and consultancy projects aggre¬ 
gating Rs 349 crore of funded assistance. 
Value of export contracts secured by the 
Bank's customers in 1986, amounted to 
Rs 637 crore. 

The Bank's net profit at the close of 1986, 
on account of general fund, amounted to 
Rs 16.96 crore. It added Rs l.S crore to a 
special reserve for export promotion and 
paid Rs 5.0 crore to central government as 


The Week's Companies (Rs Lakh) 


Gokak Patel _ United Diagnostic 



\M$i Year 
30-6-86 

Last Year 
30-6-85 

Latest Year 
31-3-86 

Last Year 
31-3-85 

Paid-up Capital 

326 

326 

399 

100 

Reserves 

1020 

825 

108 

108 

Borrowings 

1351 

1622 

721 

407 

of which Term borrowings 

624 

669 

460 

328 

Gross fixed assets 

2546 

2280 

1139 

631 

Net fixed assets 

1458 

1334 

1128 

782 

investments 

324 

270 

59 

41 

Current liabilities 

1273 

1095 

378 

762 

Current assets 

2180 

2255 

284 

597 

Stocks 

1315 

1294 

I 

— 

Book debts 

346 

468 

143 

2 

Net sales 

4436 

4555 

373 

120 

Other income 

344 

388 

134 

35 

Raw material costs 

2416 

2709 

73 

20 

Wlsges 

1037 

904 

33 

13 

Interest 

150 

160 

159 

106 

Gross profit (-i-l/loss (-) 

487 

294 

161 

27 

Depreciation provision 

189 

223 

71 

44 

Tkx provision 

38 

— 

— 

— 

Net profit (-i-)/ioss (-) 

260 

71 

90 

-17 

Investment allowance reserve 

-124 

19 


94 

lYaitsfer to reserves 

Dividend 

71 




Amount P 

— 


— 

— 

E 

65 

52 

— 

— 

Rate (per cent) P 

— 

— 

— 

— 

E 

20 

16 


— 

Cover (limes) 

Keitos (per cent) 

4.00 

1.36 



Cross profit/sales 

10.97 

6.45 

43.16 

22.50 

Net prbdt/capital employed 

19.31 

6.17 

17.75 

— 

Invemorias/sales 

29.64 

28.41 

— 

— 

Wages/sales 

23.37 

19.86 

8.84 

10.83 


Kalyan Bannerji announced the Bank's 
decision to introduce a new programme— 
the Export Marketing Fund (EMF), to pro¬ 
vide finance to Indian companies for under¬ 
taking export marketing activities. Such 
finance covered upto SO per cent of the total 
cost incurred on eligible export marketing 
activities. The disbursals are in the form of 
grant. This programme became effective in 
June 1986 and the Bank sanctioned 16 ap¬ 
plications involving grant of Rs 78 lakh 
since. 

During 1986, Exim Bank concluded an 
Agency Credit Line of US $ 15 million with 
International Finance Corporation (IFC), 
Washington. Under this cr^it lin/^ Hnan- 
cial assistance by way of foreign currency 
term loans is available from IFC to private 
sector small and medium enterprises in 
thecounuy for investment in plant and 
machinery, product and process know-how 
to create and enhance expon capabilities. 
Exim Bank provides rupee term loans on 
matching basis to assisted enterprises. It is 
the first ever agency line of credit from IFC 
to an Indian financial institution. Marketing 
of this credit line began in November 1986 
and seven credit enquiries have been 
generated. 

Exim Bank also supplemented its port¬ 
folio of multicurrency resources by tapping 
the sterling market for raising equivalent of 
US S 55 million through a swap related 
mechanksm. It was the first Indian borrower 
to use this method in international capital 
market. 

GOKAK PATEL VOLKART has fared so 
well during the year ended June 1986 that 
the directors have stepped up dividend by 
four points to 20 per cent and the enhanced 
distribution is very well covered by earnings. 
The company's sales, service and other 
income were lower at Rs 44.36 crore against 
Rs 45.45 crore in the previous year, but gross 
profit expanded from Rs 2.94 crore to 
Rs 4.87 crore, reflecting a substantial widen¬ 
ing of margins. Net profit amounted to 
Rs 260 iakh (Rs 71 lakh) and the increased 
dividend found a four-fold earnings cover, 
as against a mere 1.36 times previously. 

The Gokak Mills Division registered 
improvement in production of yarn, cycle 
tyre cord and canvas. Export production also 
increased. Raw material prices declined, but 
the benefit was offset by a fall in yarn prices. 
The company is continuing the modernisa¬ 
tion programme and a capital outlay of 
Rs 12 crore is envisaged for the three-year 
period upto 1987-88. The Patvolk Division 
maintained its profitability despite sevete 
competition. This has been possible because 
of higher turnover in containerised cargoes 
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handled. The future outlook for inter¬ 
national trade, howes'er, is uncertain and 
. competition amongst various shipping lines 
. continues to be severe which in tuin will 
affect the company's business. The restiic- 
tions on the carriage of cargo by foreign 
ships, if introduced, is likely to sloss 
down exports and alfect the company’s 
' profitability. 

The company has floated tenders to sell 
its building under construction at Culfe 
Parade in Bombay. The company had also 
property in Calvetty, Cochin, consisting ol 
3.73 acres of land with lesidential building 
thereon. The ministry of defence indicated 
that it would be acquiring this propcity for 
coast guards purposes. After negotiations, 
the company has agreed to sell the properly 
to the government of India for Rs 65 lakh. 

Among the subsidiary companies, Bradma 
of India has shown an operating defieit. The 
market response to the electronic cash 
register and new metal marking devices h.as 
been encouraging. The company has plans 
for marketing other new products also to 
offset the anticipated decline in traditional 
lines ot activity. Volkaii Fleming Shipping 
and Services reixrrtcd increased turnover and 
profits and repeated 25 per cent dividend. 
The company has widened its activities by 
undertaking shipping agency services. The 
paints division continued to face competi¬ 
tion frssm smaller contractors. Patel Cotton 
Company has reported incieased profits and 
maintained dividend of S per cent. 

P T Gokak Indonesia, promoted by the 
company in association with others and in 
which its holds 22 per cent stake, has been 
passing through difficult limes. For a brief 
period dui ing the current accounting year, 
the project showed signs of improvement, 
but another devaluation of Indonesian cur¬ 
rency by about 32 per cent during September 
1986, has given a set ions setback to the 
process of lecovety. 

UNITED DIAGNOSTIC INTERNA¬ 
TIONAL has earned a gross profit of Rs 161 
lakh in the year ended March 1986 on in¬ 
come of Rs 373 lakh from scanning, medica¬ 
tion service charges, etc. Last year, the com¬ 
pany had shown a gross profit of Rs 27 lakh 
on a turnover of R$ 120 lakh. After deprecia¬ 
tion, there is a net profit of Rs 90 lakh com¬ 
pared to a net loss of Rs 17 lakh of 1984-85. 
The directors have not recommended any 
dividend to “conserve the resources”. The 
company allotted 30 lakh equity shares of 
Rs 10 each at par to the public on April 5, 
1985; New centres at Calcutta, Kolhapur and 
Madurai were opened during the year. The 
directors say that existing centres are also 
performing well. The company is a partner 
with' SO per cent share in partnership firms 
of Hydertib6d Neurological Research Cen- 
tret Nagpur Neurological Research Centre 
and Uttar Pradesh Medical Centre. The 
share of proftt/loss from partnership firms 
have not been incorporated in the company’s 


accounts as their accounts were not yet 
finalised. 


In the Capital Market 

Essar Shipping is making an issue of 17.S 
lakh 13.5 per cent secured convertible 
redeemable .debentures of ^ 225 each at par 
to raise finance for its'expansion pro¬ 
gramme. Out of the issu^^ lakh debentures 
have been reserved for pichiKntiai allotment 
to existing shareholders of the company, 
35,000 debentures to business associates, 
2,44,200 debentures to UTI and GICI and 
2.5 iakh debentures to NRIs. The balance 
6,33,280 debentures are being offered to 
Indian public. The issue will open for NRIs 
on February 13 and for the Indian public on 
February 18. According to the terms of issue, 
a sum of Rs 150 out of the face value of each 
debenture will be converted into 10 equity 
shares of Rs 10 each at a premium of Rs 5 
per share in two stages—-Rs 75 six months 
from the date ol allotment and another 
Rs 75 a year from allotment. The residual 
portion of Rs 75 will be redeemed at par at 
the end of 7 years. Investors have choice of 
3 interest schemes; non-cumulative, cumula¬ 
tive and cumulative interest conversion. 
Under the last named scheme, at the end of 
7 years 5 equity shares at the same premium 
will be Issued and the balance interest, if any, 
will be paid in cash. Buy-back facility is also 
offered for the non-convertible portion of 
the debenture. Beginning 1989, 1.50 lakh 
debentures per annum with the residual 
value of Rs 75 will be accepted for buy-back 
at par at ten centres all over the country. The 
issue is managed by SB! Capital Markets, 
ICICI and J M Financial and Investment 
Consultancy Services. Citi Bank is advisor 
to the issue 

Meanwhile, the company has turned in 
good results for 1986. Its turnover has in¬ 
creased from Rs 42,56 crore to Rs 59.31 crore 
and profit before interest and depreciation 
is Rs 31.96 crore against Rs 23.49 crore. Net 
profit is Rs 7.49 crore after charging full in¬ 
terest of Rs 12.86 crore and depreciation of 
Rs 11.62 crore. The board has recommended 
increase in divident from l4 per cent to 20 
pe^ld^^ith effect from 1986, the com- 
pfl^WK4iscontinued capitalisation of 
fiBniitc^si. Had it continued this system, 
pnPt would have been higher at Rs 13.99 
crore. 

Essar’s expansion programme includes 
buying of some bulk carriers, product car¬ 
riers of different sizes, diving support vessels, 
early production system based on .serni- 
submersibles and other modern sophisti¬ 
cated vessels. According to Shashikant Ruia, 
chairman and managing director, as far as 
possible^ these vessels will be purchased after 
identifying employment thereof. In view of 
the present low prices of ships and offshore 
crafts, the expansion can be completed at a 
relatively low cost of Rs 140 crore. The first 
stage of expansion will be Rs 40 crore which 


, will be financed out of the proposed con¬ 
vertible debenture issue. The entire scheme 
of expansion is expected to be completed by 
1987-88 and it is hoped that the proposed' 
expanded fleet will be fully in operation by 
the year 1987-88. The expansion will taiw 
Essar’s total turnover beyond Rs 100 crore 
by 1988-89. The company’s share capital will 
touch Rs 47 crore at the end of conversion 
of the proposed debenture issue. The tangi¬ 
ble net worth of the company is expected to 
reach Rs 100 crore by 1989. The company 
proposes to diversify into technologically 
advanced areas of pertochemicals, manufac¬ 
turing and allied activities relating to ferrous 
and non-ferrous metal and exploration of 
oil and natural gas resources and other 
mineraks, subject to the approval of the 
SDFC including the setting up of India’s first 
largest gas-based sponge iron plant at Hazira 
in Gujarat in association with GIIC esti 
mated to cost Rs 180 crorc. 

Essar Investments, has already been 
awarded a contract for one jack-ifp drilling 
rig. Essar Shipping expects to enter the area 
of owning and operating jack-up offshore 
drilling rig with necessary approvals. The 
cost of the project is estimated at about 
Rs 20 to 25 crore. 

Indian Telephone Industries lITII will 
enter the capital market on February 11 with 
its second series (B) bonds for Rs 100 crore, 
chairman K P P Nambiar announced in 
Bombay on January 19. The issue has two 
categories: 10 per cent tax free and 14 per 
cent redeemable non-convertible bonds of 
Rs 1,000 each for cash at par. The 10 per 
cent bonds are e.\empt from income tax 
without any limit for all asscssccs and they 
will be redeemable after 10 years. There is 
a buy-back facility after three years subject 
to limits. The second category of 14 per cent 
bonds are exempt from income tax under 
section 80 L of the income tax act. These 
bonds are redeemable after 7 years with the 
buy-back facility being operating after one 
year subject to limits. The other highlights 
of bonds are: the investment is totally ex¬ 
empt from wealth tax. The bonds also 
qualify for special income lax benefits for 
charitable apd religious trusts. The two 
categories of bonds consist of twin interest 
schemes—cumulative and non-cumulative. 
The other features provide for no deduction 
of income tax at source, easy transferability 
by simple endorsement and delivery, stamp 
duty exemption for transfers and acceptance 
by ITl as security in lieu of bid/performance 
guarantees, earnest money and security 
deposits. Speaking to reporters at his press 
conference, Nambiar said that the bonds 
were being issued to meet a part of the 
finance on ITI's Rs 610-crore m^ernisation 
and expansion programme which envisag¬ 
ed annual growth of 30 per cent during the 
Seventh Plan period. Of the total outlay, 
Rs 333 crore would be available from Plan 
fuhds. The balance was to be raised tfarouidi 
the bond issue. 
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NEW DELHI 

Exit Experts, Enter Courtiers 

BM 


THE dissolution of the highly advertised 
and applauded overall policy planning coni' 
mittee headed by G Barthasaiathy within less 
than a year of its constitution has attracted 
considerable attention. It could not have 
been prompted merely by the resignation of 
Parthasarathy on ‘health grounds’ There 
must be, after all, other prominent per¬ 
sonalities waiting in the wings to occupy the 
pretitigious office vacated by Parthasarathy. 
The general impression, however, is that the 
prime minister is no longer impressed by or 
even interested in expert advice and prefers 
to go by his own unfettered hunches and in¬ 
clinations. It appears that other expert 
committees and commissions such as the 
economic advisory and the science advisory 
committees which were set up one after 
another to give advice, personal and private, 
to the prime minister outside the ofneial and 
institutional framework of the government 
too may soon be dissolved. These bodies in 
any case have not been called upon to do 
a great deal of work and their influence on 
policy-making has not been impressive. The 
prime minister, on his part, has not been 
paying much attention to their labours and, 
whatever advice they may have rendered, 
they could not have offered the simplistic 
answers to policy dilemmas which is what 
the prime minister likes. The advisers too 
have tended to give advice, especially in the 
area of economic policy and management, 
which may be regarded as being in conflict 
with the policy preferences of the prime 
minister. The reservations expressed by the 
economic advi.sory committee on the ques¬ 
tion of import liberalisation and manage¬ 
ment of balance of payments are known to 
have caused not only confusion but also em¬ 
barrassment to the government. The science 
advisory body too may not have fully en¬ 
dorsed the government’s policy of repetitive 
and continuous import of high technology 
and equity participation of foreign suppliers 
in business ventures based on high tech 
imports. 

PRIVATt-. AnVICE 

The plethora of bodies and individuals to 
tender private and personal advice directly 
to the prime minister were presumably set 
up, to begin with, to dilute the influence of 
ofFicial experts and advisory bodies in ex¬ 
istence as part of the institutional framework 
of the government. The official experts were 
probably believed by the new prime minister 
to have become seedy and hackn^cd who 
would not fit into the innovative and un- 
convemiofial initiatives and preferences that 
he liked to. promote in government policy 
and managment ktyle. It appears, however. 


that except probably for L K Jha, who has 
been acting as a one-man advisory body to 
the prime minister, the unofficial advisory 
bodies set up by the prime minister were also 
found to be conservative and conventional 
in the scnse'that they may not have actively 
subscribed to moves for privatisation of 
development and opening up of the Indian 
market without proper safeguards for the 
entry of foreign capital and multinationals. 
The divergence of views on the question of 
safeguarding India’s capital goods industry 
from unfair competition of credit-financed 
imports of machinery and equipment ha.s 
lately grown marked between what may be 
called enthusiasts of the economic and 
technological liberalisation and those who 
still believe in development planning and 
self-reliani growth, especially of the in¬ 
dustrial infrastructure and technology. 
Another arena where differences have tended 
to be acute is fiscal policy, especially deficit 
financing. The chairman of the economic 
advisory committee has recently publicly 
cautioned against reckless resort to deficit 
financing and costly market borrowing for 
raising resources for the central budget for 
meeting the mounting non-development ex¬ 
penditure of the government. But the prime 
minister takes a rather cavalier view of the 
growing budgetary deficit and has been 
more prone to accept the soft option of 
rc.sorting to created money rather than 
mobilisation of real resources for balancing 
the revenue and expenditure sides of the 
union budget. Though the union finance 
minister is known to have been impressed 
by the advice of the economists last year that 
deficit financing can be 4 and S times more 
inflationary in its impact than mobilisation 
of real resources through taxes and adjust¬ 
ments in administered prices, the prime 
minister is believed to have been encouraged 
by L K Jha’s thinking to opt for increasing 
doses of deficit financing to balance the 
budget as politically more expedient. Politi¬ 
cal expediency always takes precedence in the 
prime minister’s response to tough pit^lems, 
economic or political. The finance minister 
obviously has no option but to fall in line. 
The prime minister in his characteristic style 
publicly snubbed the finance minister who 
had earlier stated that there had to be cuts 
in expenditure because of acute stiingeiicy 
of resources. 

Once the prime minister rids himself of 
his self-created encumbrances which cramp 
his style—which is how the expert advisory 
bodies are now regarded by him— the prime 
minister may have to fall back on expert 
advisory institutions within the government 
establishment among them, above all, the 


planning commission in the sphere of econo¬ 
mic policy. This would be welcome, normally 
.speaking, and may well give coherence to 
policy formulation and a sense of direction 
to administrative action. This is not likely 
to happen, however, unless the prime minis¬ 
ter is willing and able to voluntarily observe 
the obligations and discipline of economic 
planning and orderly administration. But the 
prime minister is keen only to assert his 
unquestioned political authority in the 
decision-making process in the government. 
The official advisory bodies, among them 
the planning commission, have actually fre¬ 
quently found thcm.selves in the unenviable 
position of having to endorse policy pres¬ 
criptions and investment proposals after they 
have been publicly announed by the prime 
minister as his personal decisions. Such a 
situation is very embarrassing for the expert 
advisory bodies. But they have been bluntly 
told on several occasions that announce¬ 
ments by the prime minister arc in the nature 
of political commitments which experts 
must not question in their advice to the 
government The official planners have been 
obliged recently to work overtime to adjust 
the prime minister's so-called personal gifts 
of financial packages during his recent visits 
to slates which have shortly to go to polls 
within a semblance of a planned order of 
priorities. But such cxctcises have thrown in 
disarry budgetary as well as plan assump- 
lions and priorilies. Planning has ceased to 
he meaningful in these conditions. 

P\S.SIVI .Si'l t l.-MOR 

rite casual and cavalier fashion in which 
problems, big oi small, policy issues and ad¬ 
ministrative matteis are approached and 
dealt with is indeed a striking fe.iture of the 
futictiunine of the government headed by 
Rajiv Gandhi. The much-advertised jwlitical 
eminence and unquestioned political power 
of the prime minister and his constantly 
changing aides have, therefore, gravely 
weakened the institutional framework of the 
government and the elaborate procedures 
associated with the functioning of an orderly 
and efficient government. Matters have in¬ 
deed gone beyond the end of a system of col¬ 
lective responsibility and functioning of the 
government. The fact indeed is that the net¬ 
work of the organs and institutions of the 
government has been divested of any initi¬ 
ative in policy-fotmulaiion, policy-imple¬ 
mentation and even routine running of the 
administration. The prime minister’s close 
aides, as they are called, are also being 
reshuffled like a pack of cards and are ten¬ 
ding more and more to be faceless courtiers 
without fixed responsibilities or public ac¬ 
countability. It is now becoming a case of 
open and brazen display of personal whims 
and fancies without regard for any norm of 
accountability. 

The stark fact is that the union finance 
ministry is planning to make drastic cuts in 
what are called ’low profit areas’ in the 
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Seventh Plan. But the planning commission 
has been relegated to the position of a silent 
and passive spectator and has not been ealled 
upon to play any part in the review of the 
plan and the adjustments proposed to be 
made in it. Such adjiistment.s have been 
assumed to be the prerogative entirely of the 
finance minister to be finally endotsed or 
rejected on political grounds by the piimc 
minister. The prime minister, on his pan. has 
been taking a ehaiactenstieally playboy 
approach towards compics socio-ceonomic 
problems. He is engrossed in a cynical powet 
game wiilu)Ut any holds barred The prime 
mmi.stcr.s much vaunted ‘unc.niventionar 
and ‘dynamic’ initiatives, it appears, always 
end up with going back to square one in the 
economic and political spheres. It is extraor¬ 
dinary that he siiould still be so ready 
cavalierly to affirm conllicting aims and 
objectives—social, economic and pohtical- 
stiatcgic. He t'acilcly promises both security 
and deveU'pment and brushes aside any idea 
that in the absence of a determined effort 
for rc.soiiicc mobilisation and strict husban¬ 
ding of resources there ean be neither effec¬ 
tive security nor dcvcKtpment, He promises 
saiislactioii of ihovonsumorist cravings of 
the middle and iippei classes as well as 
poverty alleviation. Socialism becomes a cat¬ 
chword for making the rich more rich and 
making empty populist gcsiuies towards the 
pool in (he manner ol a maharaja. 

‘OPI N-llMh o’ Bl IH.I TINC. 

1 he linance minister presented lo parlia¬ 
ment last month a statement on projections 
of lesourees and expcnduiirc under diftierent 
heads ol aecouniiiig in the coming year, 
1987-8S. The projections show that in 
1987-88. while the tax icvenue of the govern¬ 
ment is estimated lo increase by about 
Rs 2..^54 crorc. the non-plan expenditure of 
the government will increase by Rs 6,683 
crom. On the revenue side again, dependence 
on internal and external borrowings as well 
as deficit financing is found to be relentlessly 
glowing.. On the e.xpenditure .side, non¬ 
productive, '.-onsumpiion expenditure on 
dofcncc, administration, interest .payments 
and subsidies is foreclosing budgetary re¬ 
sources and is exceeding the available re¬ 
sources by a big muigin. .Much of the de¬ 
velopment expenditure ha.s, theiefoie, to be 
met by beirtovved or created money. The pro¬ 
jections ol the tiiiance ministry cannot 
be taken seriously eiihei As the noted 
economist, Bhabatosh Oaita has said, what 
is projected for the coming year may well 
represent the levels of levermc, e.xpenditure 
and deficit liiiaiicing as per the icvtsed 
estimates ot the budget of the current yeai. 
The projections in fact aie an admission of 
the luct that the linance miiiistei is caught 
m a cleft stick. This is to be attributed 
Uiicctly lo the new fiscal policy of the 
government which is claimed vociferously by 
him lo be a grand success and the cxiH-n- 
dttuic mama that has gripped the govein- 
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ment headed by Rajiv Gandhi. Merely ber 
cause collection of tax revenue a.s a result 
of amnesties for tax dodgers has been higher 
than the budget estimates during this year 
as well as the last year does not mean that 
resources can be found for development and 
the expenditure demands on non-develop¬ 
ment account met without resort to borrow¬ 
ing and deficit financing. On the contrary, 
the budgetary balance has been so severely 
stretched that growing reliance, with all its 
implications, on borrowing and created 
money has become inescapable. The finance 
ministry's projections have been hailed as 
‘open' budgeting for which the finance 
minister takes much credit. But as a busi¬ 
nessman said (and businessmen in increasing 
numbers too seem to be getting disillusioned 
with the government), what the finance 
minister is doing is to revel in ‘open-ended 
budgeting' so that fiscal financial discipline 
has been destroyed. 

With what may appropriately be called an 
elitest framework of fiscal policy, the 
budgetary position of the government was 
bound to come under strain. It is indeed not 
wholly fortuitous that in spite of a very high 
overall sav ings rate of as much as 23-24 per 
cent, government budgets are showing large 
deficits and surpluses for financing defence 
and development are becoming so impossi¬ 
ble to find. The so-callcd buoyancy of 
revenue collections notwithstanding, the 
share of tax revenue, especially direct taxes 
on income and wealth, is decreasing relative 
10 gross national income as well as the total 
revenue of the government. 

An important factor to be reckoned with 
in this context, of course, is the growing 
burden of what is euphemistically called 
non-development expenditure. The increas¬ 
ing commitment of financial re.sources for 
strengthening a centralised bureaucratic ad¬ 
ministration and the organs of law and order 
and security has to be at the cost of resources 
needed for development and mass welfare. 
It is not at all surprising that the share of 
non-development expenditure in the total 
budgetary outlay of the government has 
steadily increased in recent years. The upshot 
has been that the revenue bedget of the 
government has ceased to yield any surplus 
which can finance development plans. "This 
indeed ts the meaning of revenue deficit 
budgets and rising levels of deficit financing. 

Add to this the burden of growing public 
debt. The expenditure on interest payments 
and subsidies which was only 4.7 per cent 
of GDH in 1970-71 is estimated to swell to 
7.5 per cent of the GDP in the current year. 
The position is going to worsen in the com¬ 
ing year when interest payments from bud¬ 
getary resources are estimated to increase 
front Ks 8,750 crore to Rs 10,150 crore. This 
has significant economic and social implica¬ 
tions. The growing burden of interest pay¬ 
ments is indicative of the growth of rentier 
incomes which can have a very deleterious 
influence on the health of the society. The 


growth of parasitic sections enjoying rentier 
incomes has been receiving marked support 
from the'fiscal policy and resource mobilisa¬ 
tion devices which the government has 
adopted. The reliefs in direct taxes on in¬ 
comes and wealth, large-scale market bor¬ 
rowings and attractive savings instruments 
have important implications fo( the income 
distribution pattern in the economy and 
society and are sharpening income and 
wealth disparities at a fast pace. 


Asea 

ASEA, a company which only seven years 
ago was nothing more than a trading 
company, is today fast emerging as a modern 
multi-unit, multi-product manufacturing 
and engineering' unit. Although a lace 
comer to India, it has ambitious plans, says 
Asea’s young managing director, Aran 
Thiagarajan. “For power transmission and 
distribution .systems”, he says, “we already 
manufacture a range of medium and extra 
high voltage switchgear, relays and protec¬ 
tion systems, reactive power compensation 
equipment, and we undertake turnkey 
projects which involve the use of these equip¬ 
ment". In industrial electronics, the company 
is already in the fields of weighing systems, 
microprocessor-based control systems and 
programmable controllers and thyristor 
convertors. In the near future, the company 
has plans to manufacture industrial robots 
and other sophisticated equipment. It has 
a letter of intent for manufacture of 100 
robots per annum at its Bangalore unit. It 
also plans to manufacture a range of steel 
plant equipment including induction and arc 
furnaces, rolling mill electricals and automa¬ 
tion systems. This'is an area of considerable 
growth potential. In addition to the^e. 
railway traction equipment and power capa¬ 
citors have a big potential. The management 
is also studying other areas for investment 
in India. Drawing upon the advances made 
in technological know-how. by its parent 
company Asea AB, Asea has ventured into 
the manufacture of medium voltage switih- 
gear with sulphur-hexa-fiuride (SF 6) circuit 
breakers. The prototype is ready and the first 
deliveries are expected to be made in 
early 1987. 

Asea has developed the first prototype of 
a vacuum circuit breaker. Commercial 
delivery of circuit breakers of a short circuit 
capacity of 40 KA is expected to start shortly 
as the company has just received its first 
order from Calcutta Electric Supply Com¬ 
pany valued over Rs 2.5 million. Asea's 
ambitious expan.sion programmes in the 
field envisage a modernisation of its Nasik 
switchgear plant at a cost of R$ 1.2 crore and 
simultaneously a new plant alongside the 
existing one for the production of extra high 
voltage SF 6 circuit breakers and other 
equipment for the highest transmission line 
vdtages in the country. 
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New Trends in Contraceptive Research 

Sumathi Nair 


IN recent years great stress has been (aid on 
the need to develop newer more ‘advanced’ 
and effective methods of fertility control, 
particularly for developing countries.' This 
new emphasis which ilrst emerged in 1983 
at the International Symposium on Research 
on the Regulation of Human Fertility held 
in Stockholm, Sweden was indeed the need 
of the hour since the family planning pro¬ 
grammes that have been implemented so far 
in several of the developing countries, have 
had a negligible impact. The focus is, now 
therefore, on developing more long-acting 
chemical contraceptives that are effective 
from anyting between three months to five 
years or more. While 20 years ago it was the 
pharmaceutical companies which were the 
primary investors in the field of contracep¬ 
tive R and D, today it is the public-sector 
non-profit organisations, particularly in the 
US and the WHO which are researching and 
promoting these newer methods in a big way. 

These changing trends arc of particular 
intcre.st for us in India considering the in¬ 
crease in the fund allocation to the family 
planning programme in the Seventh Fivc- 
Vear Plan (from 0.005 per cent of the total 
plan outlay in the First Plan to 1.80 percent 
in the current plan.)^ Beside.s, the Indian 
Council of Medical Research (ICMR) and 
the ministry of health have shown a great 
deal of intere.st recently in synthetic long- 
acting contraceptives, testing and promoting 
them. In fact India undertakes the largest 
number of such R and D projects in the 
developing world.' 

Prior to 1970 American pharmaceutical 
companies led the field in contraceptive 
research and development with expenditures 
between “$ IS million and $ 20 million. But 
such investments have fallen by about 90 per 
cent. Upjohn and G D Scaric (US-based 
makers of the first oral eontraeeptives) have 
recently closed down their fertility research 
operations and only a few firms remain in 
the field... This change could be attri¬ 
buted to the fact that firstly, manufactuiers 
arc payable for the damages that their pro¬ 
duct might cause and adverse publicity 
about a product does point to an inhibitory 
effect in the contraceptive field. Several 
negative effects have led manufacturers and 
leading insurers to treat contraceptives as 
“special risks". Thus by the late 70s the US 
government was by far the major contri¬ 
butor providing. 70 to 80 per cent of the total 
US contribution, to this field,’ According 
to a recent report the US has been the chief 
single funder in the field for over 10 years 
now. 

The primary interest of the US gofvern- 
ment for making such massive investments 


in the area was to control the ‘population 
explosion’. The last few years has seen a 
slight shift in the focus. According to a 
spokesman for the US government, James 
Buckley, at the 1984 UN Population Con¬ 
ference in Mexico, the US no longer con¬ 
sidered population growth a problem—it 
was an assets The key to future development 
was not in controlling the size of popula¬ 
tions but in creating free enterprise 
economies where burgeoning populations 
could flourish.* 

The major part of the total funds available 
are currently channelled to six major public- 
sector non-profit organisations, five of 
which are in the US and the sixth is the 
Special Programme for Research, Develop¬ 
ment and Research IVaining in Human 
Reproduction (better known as HRP), a 
wiing of the WHO.’ By the late 10s some of 
these organisations had gathered some ex¬ 
perience as to the promotion of the newer 
contraceptives like the injectable contracep¬ 
tive, implants, vaginal rings, etc, supposedly 
made to meet the needs of developing 
countries. 

Ever since the Upjohn Company in 
Ainenca was prevcnied from exporting their 
injectable contraceptive preparation. Depo- 
Proveia, because it was banned for con¬ 
traceptive use in'the US (as the US Food and 
Drug Administiation had not granted it such 
approval), the organisations involved in con¬ 
traceptive R and D and pharmaceuticals 
have been trying to side-step the US export 
regulations on drugs banned for use in that 
country. Thus when the Population Coun¬ 
cil developed the implantable capsule 
Norplant, a synthetic hormonal preparation 
as yet unapproved by the USFDA, they got 
Lieras Pharmaceuticals in Finland to 
manufacture the capsules. Besides the Fin-' 
nish government granted it approval for use • 
in 1983." Drug trials with Norplant were 
conducted in India in 1982-83'' while in 
Bangladesh as ea.ly as in 1981 the govern¬ 
ment proposed to introduce it in the coun¬ 
try and the World Bank expressed interest 
in funding the effort.'" 

The WHO on the other hand has no 
laboratories of its own and has therefore, to 
liaise with several public laboratories and 
pharmaceuticals through grants and con¬ 
tracts to carry out its projects. For instance, 
the Contraceptive Dcvcicpmeni Branch 
(CDB) of the Centre for Population Research 
in the US together with Alza Pharmaceuti¬ 
cals and the WHO have jointly financed the 
development of biodegradable implants in 
the last few years." Besides the WHC) helps 
these organisations and drug companies 
conduct field trials with their contraceptive 


product in the developed and developing 
world. “An agreement has lecently been con¬ 
cluded between WHO and a pharmaceutical 
company in the US to allow the Task Force 
on Human Reproduction (WHO) to evaluate 
a number of promising new 
imniunostimulants” 

Now most organisations suppoitiiig 
research and development of contraceptive 
products are not immune to liability in the 
US, c g, the Ford Foundation and the 
Population Council both carry liability in- 
suiance. Even though such organisations 
may not manufacture or sell contraceptives 
in the US, the fact that contraceptive pro¬ 
ducts that cause harm was developed under 
their support could subject them to liability. 
The developer of a new contraceptive pro¬ 
duct also bears the risk of liability during 
clinical trials. Liability problems also arise 
wlicn the research is sponsored at institu¬ 
tions that do not belong to the phar- 
macciittcal industry. While the cost of liabi¬ 
lity insuiunce is included in contracts when 
necessary it is expensive and difficult to 
obtain.'’ This problem has already delayed 
clinical testing of the biodegradable implant 
(or 2 years and has limited the sample size 
and number of sites for testing the Norplant 
system in the US to the minimum required 
for FDA registration according to Linda 
Atkinson ct al.''* Even the WHO has 
reported difficulty in securing contractors 
for clinical trials because insurance was not 
available to the contractor.*’ 

Given such a situation prevailing in the 
US and parts of western Europe the problem 
of conducting large-scale field trials for a 
contraceptive can prove to be too expensive. 
The WHO making use of its contacts in the 
different parts of the third world entrusts 
their contracts in these countries to enrole 
women in their multi-centric trials. From the 

Tabif: Percentaof Distribution ok Expen 
D iiURE KOR Evaluation ok Loncj-Turvi Safety 
OK Existinc, Methods, by Type of Method, 
1980-1983 


Method Annual Average 

1980 198.1 

Oral Contracepiivev 

46 0 

Steroid injectables 

0,8 

Stcriod implani.v 

02 

lUD 

0.9 

Banier and spermicides 

.'.6 

Tubal sterihsaiion 

.1.4 

Post ovuldioiy methods 

0,4 

Vasectomy 

16.0 

Condom 

0 2 

Multiple male and fem.i'.c 

28.4 

Total 

100 00 

Source: From. Linda .\ikmsoii, ‘Woildwide 


Tiends in Funding for Coniraceptive 
Research and bvalua'.ion’, September/ 
October 1985, l-ainily Planning 
PersiH’ctives. Vol 17, No 5, |i 203. 
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WHO field trials with injettables contra¬ 
ceptives— Depo-Provera and NET-EN -we 
see that while countries like India, Bangladesh, 
Mexico, Thailand, etc, enrol anything from 
150-250 women, the number from the de¬ 
veloped countries is rather restricted. The 
systems of volunteer protection in clinical 
trials that exist in the developed countries 
just do not obtain in the developing world. 
In fact, a woman who had been associated 
with the contraceptive testing unit of the 
family planning programme of India says 
that “women were offered money for par¬ 
ticipating in research The health of women 
did not remain the pi ime consideration of 
these centres."''’ This paiiiciilar unit was 
based among a woi king class population in 
Bombay. A jounialisi writing on the bias 
within the WHO sa>s, "The critics point out 
that but for the I DR (Tropical Disease 
Research) and the HRP programmes (of the 
WHO) the films (drug) would never have 
been able to develop the products or con¬ 
duct such trials in the tliiid world on their 
own’’.'' In other cases women were not even 
aware that they were participating in research 
trials. When the minimum criteria of in¬ 
formed consent is not observed how much 
further is the implementation of the retiiiirc- 
ment of covering the volunteers in a clinical 
trial with a liability insurance! 

The other asivcct of contraceptive lesearch 
and promotion is the amount spent on safety 
testing The WHO has itself admitted large 
area.s of lack of knowledge about the long¬ 
term safely effects of injectables and 
Norplant.'" A look at the table describing 
the expenditure shows that the maximum 
amount was spent on safety testing for the 
oral pill, that is used by most western 
women. In fact a recent survey in India 
showed that just 0.8 per cent in 1980 used 
the pill."' More or less the same situation 
prevails in Bangladesh, and Pakistan. Thus 
while 46 per cent of the total funds are spent 
on safety testing of the pill that has been 
researched upon for the last 30 years only 
one per cent of the funds arc spent on safety 
testing for injectable contraceptive and 
implants—methods that have been recom¬ 
mended for large-scale mass use in several 
parts of the developing world. 

Although the major el'forts in the field of 
contraceptive R and D today are directed 
toward the developing counti ies there seems 
to be a great reluctance or unwillingness to 
put in much money and efforts into their 
short- and long-term safety testing. Such 
safety testing is absolutely essential for any 
drug and even more so for contraceptives to 
be used by large masses of illiterate poor 
women, living without their most basic 
health needs provided for. Apart from 
which, contraceptives, it must be remem¬ 
bered, are used by a population of healthy 
women over a large period of their reproduc¬ 
tive lives, unlike most other drugs that are 


directed at a particular illness. Thus, when 
the newer chemical contraceptives are pro¬ 
moted for use in developing countries with 
fanfare and a great show of concern for the 
lives of “those poor women of uncontrolled 
fertility” it is only natural to expect that the 
basic tests for their safe long-term use have 
been done But this is not so. A quote from 
H Mahler, director general, WHO is reveal¬ 
ing, “It is not just putting money to work 
in developing countries... 1 myself have 
been involved in research in tuberculosis in 
India and 1 think it is fair to say that when 
we made a study to see who benefited fiom 
that, again it was clear that the north had 
benefited much more than the developing 
countries. In the particular field of con¬ 
traceptive research, 1 don’t think there is a 
question of the north not getting a very high 
cost/benefit ratio out Of its investments. I 
think it is a very sensitive area, the whole 
field of contraceptive technology and an im¬ 
portant one. The north is heavily dependent 
upon our succeeding in this research for 
many many reasons, as in tuberculosis, they 
too will be beneficiaries of the outcome of 
that research!’^" 

What is necessary for us to note is that 
none of the.se efforts to control the ‘teem¬ 
ing millions’ of the developing world would 
be possible if it were not for the active co¬ 
operation and support provided by the local 
governments of these countries. The ICMR 
is playing a leading role in these drug trials; 
We have ample evidence to show that the 
ICMR does not .satisfy the requirements of 
the Helsinki Declaration (1964, later revised 
at the World Medical Assembly, Tbkyo 
Japan, 1975), in the trials it conducts with 
the injectable contraceptive NET-EN, and 
possibly with other contraceptives also.^' 
The petition filed by three women’s groups 
and a fw doctors in the Supreme Court of 
India in April 1986 against the ICMR and 
the ministry of health, it is hoped, will bring 
to light the practices that the government is 
willing to indulge in to accommodate the 
western powers, at the cost of the health and 
lives of our rural women. All of which is not 
to say that women everywhere, do not need 
contraceptives or are unaware of the need 
for them. Rather, what we require and 
demand is the provision of safe, tested and 
tried (even if ‘old fashioned’) means to birth 
control of our choice, appropriate to our 
socio-cultural situation—not have them 
thrust upon us because of changing national 
and international trends and policies. 
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DKMOCRATIC RIGHTS 

Indian People's Human Rights Commission 

Bt.‘raard D'Mello 


THE Indian People’s Human Rights Com¬ 
mission was formally inaugurated on 
January 10 at a press conference in 
New Delhi. The commission consists of con¬ 
cerned citizens like Mrinal Sen (president), 
A R Desai, Romila Thapar, V M Ikrkunde 
and Bhagwan Das. The commission has set 
up the Indian People's Human Rights 
Tribunal which will “investigate and ad¬ 
judicate upon cases of gross, systematic and 
significant violation of human rights by the 
state”. The following former judges have 
agreed to be on the tribunal—V R Krishna 
Iyer, former judge of the Supreme Court 
(chairman), P S Poti, former chief justice 
of the Gujarat High Court, T U Mehta, 
(ormer chief justice of the Himachal 
Pradesh High Court, B J Dewan, former 
chief justice of the Andhra Pradesh High 
Court, Sharma Sarkar, former judge of the 
Calcutta High Court, C J R ftui, former 
judge of the .Madras High Court, D P Desai, 
foimer judge of the Guji^rat High Court, 
Jyotimoy Nag, formei judge of the Calcutta 
High Court, and Harihar Mohapatra, 
formei judge of the Orissa High Court. 

The formation of the commission is a 
icsponsc to a particular situation where “the 
existing legal machinery has proved to be 
most inadequate in providing redrcssal 
against injustice and atrocities committed by 
the state”. One instance is the large-scale kill¬ 
ing of Sikhs in Delhi and its suburbs in the 
aftermath of the assassination of Indira 
Gandhi. The riots were the outcome of a well 
organised plan marked by acts of both 
deliberate omission and commission by im¬ 
portant politicians of the government in 
power and by the authorities in the ad¬ 
ministration. The police did not even order 
a lathi charge against the miscreants and 
even aided and abett£d the rioters. The 
government ordered »-judiciaI enquiry after 
a year under pressure of^iublic opinion. The 
report has, however, been kept a secret to 
date through an amendment of the Commis¬ 
sions of Enquiry Act. 

Contrast this with what happened at Arwal 
in April 1986 where 22 poor and landless 
peasants (60 according to unofncial sources) 
were kill^ by the police. Without warning 
and unprovoted, the police indiscriminately 
fired on a peaceful meeting of poor and 
landless peasants. The meeting was organis¬ 
ed by the Mazdoor Kisan Sangram Samity 
(MKSS), an organisation of poor and land¬ 
less peasants in connection with a dispute 
over a small piece of low lying, marshy land. 
This was an attempt to terrorise and sup¬ 
press the legal and democratic movement of 
poor and laadtess peasants in order to pro¬ 
tect the lancHotds* economic and politieal 


interests. Thus, where the interests ol the 
ruling class was involved, the government 
acted promptly and ruthlessly. The Bihar 
government refused to order a judicial 
inquiry into the incident. 

Another' case is the shooting of 
Dt Ramanatham, vice-president of the 
Andhra Pradesh Civil Liberties Committee 
(APCI.C), in his clinic in broad daylight by 
a plain clothes police officer in Warangal on 
September 3, 1985. Dr Ramanatham was 
one of the prominent activists of APCLC 
which is fearlessly e.xposing the illegal, arbi¬ 
trary and violent acts of the government in 
Andhra Pradesh where a number of political 
workers have been tortured in police lock¬ 
ups and killed in ‘encounters' by the police. 

The' Human Rights Commission would 
receive petitions and complaints concerning 
violation of human rights by the state, con¬ 
duct preliminary investigations and then 
forward the petitions to the tribunal for its 
consideration. The tribunal would frame its 
own rules and procedures for adjudication. 
The commission has elected a secretariat to 
facilitate the work. The secretariat consists 
of eight persons—P A Sebastian (principal 
secretary), Bombay, K Balagopal, Hyderabad, 
P R Shukla, Ahmedabad, Pankaj Dutt, 
Nagpur, Dalip Singh, Bombay, Nandita 
Haksar, New Delhi, Sujata Bhadra, Calcutta, 
and Vrijendra (TVeasurer), Bombay. 

The decisions of the tribunal would not, 
of course, have legal force, but it “will act 
as an agency of opinion and conscience 
against the state’s growing lawlessness”. 
There are two instances in the recent past 
where tribunals have had a tremendous im¬ 
pact in moulding public opinion. The first 
is the International War Crimes Tribunal set 
up in 1966 by intellectuals such as Bertrand 
Russell and Jean'Paul Sartre to investigate 
into the Vietnam war. President Lyndon 
Johnson and William Westmorland, the 
chief of staff o*" the US army, were tried in 
absentia and the tribunal pronounced a 
severe indictment against the US role in 
Vietnam. This helped in shaping public opi¬ 
nion against US intervention in Vietnam. 

A more recent case is the judgment pro¬ 
nounced by the International Court of 
Justice in the Hague, a UN organisation, 
against American intervention in Nicaragua. 
The US government did not co-operate in 
the hearing and did not accept the judgment. 
The judgment thus remains unimplementcd 
but it provided a moral sanction. Likewise, 
the Indian-People's Human Rights Tribunal 
cannot enforce its judgments but they will 
have a moral force. 

Real democracy can only come about 
“when there is social, economic and political 


equality for all our people”. Even 40 years 
after independence the state has failed to 
ensure for the majority of the people, a 
minimum of food, shelter, clothing and 
health and “thus the constitutional guaran¬ 
tee of fundamental rights and freedoms is 
rendered meaningless to our people’. The 
poor and oppressed all over the country have 
been carrying out a sustained, courageous 
and heroic struggle against poverty, oppres¬ 
sion and exploitation but “the state sees 
these struggles for equality and justice as a 
problem of law and order and treats all 
struggles as crimes”. As a consequence, 
“hundreds have died in extrajudicial execu¬ 
tions, thousands have been injured and 
killed in police firings and tens of thousands 
are languishing in jails without trial”. The 
state has “passed a series of anti-people laws 
which make convictions based on evidence 
of anonymous witnesses, detentions without 
charge-sheets and trials.in camera legal. 
These laws are in violation of “the provisions 
of the Universal Declaration of Human 
Rights”. In such a situation the tribunal “will 
act as an agency of opinion and conscience 
against the states’ growing lawlessness” and 
“will investigate into cases of gross, 
systematic and significant violation of 
human rights bv the state”. 
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KARNATAKA 

Zilla Parishad Elections 

Janaki Nair 


KARNATAKA chief minister Ramakrishna 
Hegde, who consistently and for long has 
publicly articulated the need for the devolu¬ 
tion of more power to the states has con¬ 
clusively shown that he meant business 
about the devolution of power within the 
state. Toothless Panchayati Raj institutions 
have been given a fresh lease of life through 
Karnataka’s new Act granting them wide 
ranging powers and the necessary finances 
to carry through the programmes of rural 
development. Towards this, the Hrst stage of 
holding elections to the state’s Zilla 
Parishads has just concluded. 

Hegde’s interest in more muscular pan¬ 
chayati raj institutions dates back to his days 
as the state minister for community develop¬ 
ment and panchayati raj in 1964, when an 
attempt to push through a Bill updating the 
1959 Aa never succeeded. No further attempt 
was made to revitalise these institutions 
until the Janata came to power in 1983. 
Karnataka’s rural development minister 
Abdul Na/ir Sab, was entrusted with the task 
of investing these institutions with more 
powers than ever before, a radical return of 
power to the people. The recent elections 
were in fact the r^emption of an election 
pledge. Hegde’s commitment to decentra¬ 
lisation had of course already been evident 
in the extent to which public works minister 
Deve Gowda, and revenue minister 
S R Bommai had been given reasonable 
autonomy in the cabinet. 

When the Act, long denied presidential 
assent, ftnally received it in July 1985, the 
ruling Janata party predictably bided its time 
waiting for an advantageous moment to 
hold these prestigious elections to 887 zilla 
parishad seats and a stupendous 54,670 
mandal panchayat seats, an election which 
would be, and indeed was publicised as, a 
“referendum" on the performance of the 
party in the state. 

Hegde spared no pains during this cam¬ 
paign, making extensive tours to all districts, 
and even seeking the aid of film stars Anant 
Nag and Shankar Nag in his meetings with 
the masses, but m effect retaining the stellar 
role. The Congress(l), on the other hand, 
could only come up with Janardhan Poojary, 
minister of state for finance of the controver¬ 
sial 'loan meia’ fame, and the more bom¬ 
bastic KPCC-I President Oscar Fernandes. 
Importantly, the Janata Party did not seek 
poll alliances with the left or other parties, 
obviously confident enough to field their 
own candidates. In spite of this, the Con- 
gress(l) performed unexpectedly well, both 
in terms of the votes polled and the seats 
won. 

The Janata’s significant inroads into Con¬ 


gress bastions in North Karnataka were off¬ 
set by reverses in the Old Mysore area, which 
has been an opposition stronghold at least 
since 1978. But the elections did end the 
lingering feeling that the Janata’s ^ipeal was 
confined to the cities, especially since this 
election had an exclusively rund electorate 
of nearly 20 million. Its *populist’ welfare 
measures such as supplying sujbndised food- 
grains and clothes, free textbooks as well as 
providing nearly all villages with drinking 
water sources have certainly helped along¬ 
side the overused “charisma” of Hegde At 
least partly, its reverses could be explained 
by the fact that the Janata has now been in 
power for long enough to be afflicted by that 
disease so familiar* to the Congress(l), 
namely, infighting, leading to disgruntled 
Janata candidates standing as independents 
or sabotaging other candidate’s campaigns. 

Congress successes appeared inexplicable; 
given the abysmal' levels to which state 
leadership had dropped and its disorganis¬ 
ed cadres, the Congress was expected to 
barely squeak past the post in these elec¬ 
tions. In a taluk where the erstwhile Con- 
gress(l) leader of the opposition in the 
Assembly S Bangarappa has always been 
sure of his electorate, the Janata won four 
out of five seats. In spite of this and other 
setbacks, however, the Congress took itself 
by surprise; it won a creditable 393 seats to 
the Janata’s 448 in the elections. 

The paradox is partly explained by the fact 
that there has been no marked change in 
voting patterns since the 1983 and 1985 polls, 
although this time the fight was only bet¬ 
ween the Congress and the Janata. Ikadi- 
tional Congre.s$ strongholds, such as South 
Kanara (the constitutency from which both 
Poojary and Fernandes come) and Kidagu 
(where there were recent clashes between the 
Kerala maplahs and the kodavas), as well as 
Hirnkur, Chitradurga, and Chikmagalur 
gave the Congress a majority, while the 
Janata bad the edge over the Congress in 13 
districts and the two parties were tied in 
Mandya. Fortunately for the Janata, the 
structure of newly constituted zilla parishads 
allows voting rights to the sitting MPs and 
MLAs of the district, which will give them 
control over 17 of the 19 districts to which 
elections were held. 

But it is much more significant that 
neither of these major parties pulled out of 
the considerations of caste or status in any 
of the districts, and dominant caste com¬ 
binations were faithfully reproduced in 
various districts. Not surprising, since both 
parties were hard pressed to find candidates 
for this range of seats and expectedly filled 
the ranks with spouses, sons, daughters, 
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sisters and brothers, not to mention otner 
relatives. Notably, public works minister 
Deve Gowda’s son, speaker of the Legislative 
Assembly Banakar’s son, Congress(l) 
stalwart H C Srikantaiah's brother, and Con¬ 
gress (IG) chief Gundu Rao’s sister were 
among those who contested. At least in part, 
then, the devolution of power was within the 
familyl 

Amongst the more radical provisions in 
the zilla parishad’s, taluk panchayat samiti, 
mandal panchayat, and nyaya panchayat Act 
was the reservation of 25 per cent of all seats 
for women, and a minimum of 18 per cent 
for scheduled caste and tribe candidates. 
This is something of a mixed blessing; 
especially for women, the reservation has 
opened up the t<ossibility of greater par¬ 
ticipation in political life at the local level, 
although the polls revealed that the can¬ 
didates have largely been relatives of men 
in power. A doubt expressed by an ad¬ 
ministrator of the Bangalore district was 
whether these women would have any actual 
power, or ever be in a position to voice their 
own opinions. And although the Act clearly 
states that such reservations did not disallow 
women or SC/STk from contesting any of 
the general seats, there is now ample 
evidence that these groups will get increas¬ 
ingly ghettoised, even if the notion of reser¬ 
vation has moved beyond that of mere token 
representation. 

The most radical of all the provisions is, 
of course, the devolution of upto 40 per cent 
of the statefs Annual Plkn outlay to districts, 
making the zilla parishads and mandal pan- 
cheats responsible for all development acti¬ 
vities in the districts and mandals. This will 
amount to between Rs 300 and Rs 400 crore, 
but the sum will go up to Rs 800 to 900 crore 
when it includes the several central govern¬ 
ment schemes which are currently in the 
charge of a special DC of the district rural 
development service which will henceforth 
stand dissolved. These programmes include 
the NREP, RLEGP, DPAP, IRDP and so 
on. Each district will, therefore, be handling 
upto Rs 40 or SO crore. 

The district will in fact faithfully replicate 
the structure of power at the state level, 
with the Adhyaksha, or chairman and 
Upadhyaksha enjoying the salaries and per¬ 
quisites of a minister of state and deputy 
minister mspectively. They will be assisted 
in their work by the several standing com¬ 
mittees responsible for planning, develop¬ 
ment, agriculture, health, education, indus¬ 
tries, social justice, etc. 

More importantly, the district plans, 
which had hitherto been the responsibility 
of the DC to chalk out and implement, will 
now be the responsibility of the zilla 
parishads, a significant attempt at decen¬ 
tralising tlw planning process, and one which 
has the potential of being more sensitive to 
local issues. At the same time the structure 
of the plan as it has evolved will not permit 
the uneven development of the district. In 
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any case removing the DC from the locus 
of alt power and control can be seen an im¬ 
portant step in dismantling the stilling 
bureaucratic structure in districts, an in¬ 
heritance of our colonial period, despite the 
alarm it appears to have caused in administ¬ 
rative circles, which have maintained a 
distrust of the newly elected bodies’ ability 
to be “impartial”, “just”, or “efficient”. 

Although the actual test of the abilities 
of these institutions to transform the coun¬ 
tryside will come long after the electoral bat¬ 
tle cries die down, several aspects of the act 
allow cause for unease. One wonders at the 
wisdom of diluting the importance of the 
elected members of the ZPs with the nomi¬ 
nated members and the MPs and MLAs of 
the district concerned. The latter were 
obviously included as a concession to their 
fears that their very power bases would be 
cut into by the zilla parishads, since the 
dispensing of projects et al would now come 
into the ambit of the ZPs power. Secondly, 
for ail the attempts that have been made to 
decentralise, a vertical line of control still 
runs through the various tiers of elected 
bodies. Section 271 of the Act makes provi¬ 
sion lor the state government's power to 
disolve zilla parishad, and the ZP in turn 
has the power to dissolve she mandal pan- 
chayais if the body “exceeds or abuses its 
powers oi IS not competant and makes per¬ 
sistant default in the performance of the 
duties imposed on it." This is clearly an 
attempt to salegaurd disciplinary powers at 
various layers of government in order to en¬ 
sure effective implementation of plans and 
development programmes, but it does not 
rule out the possibility of purely political 
considerations playing a role, as with the 
situation which currently exists with the cen¬ 
tre and states. Ironically, Hegde has been the 
most s'oeilerous in demanding the greater 
tolerance of opposition parties in power at 
■ he state level. 

This “evaluatory power” of the tiers of 
government could have been broadened, and 
a closer approximation of participatory 
government been achieved had there been a 
consultative role for the gram sabhas, the 
lowest rung ot the panchayati raj institu¬ 
tions. This would indeed, as professor of law 
and MLC I) K Chandrasekhar has pointed 
out in his comment on the Act, have been 
a bold step by the government. Instead, the 
gram sabhas, consisting of all electors in a 
revenue village, who are expected to meet at 
least once in six months, are merely nostalgic 
Gandhian adornments. When our post-inde¬ 
pendence history has clearly shown that 
gram sabhas have nowhere been successful, 
the inclusion of such institutions in the Act, 
burdened with responsibilities and no 
powers, is part of the creation of an illusion 
that .this top-down delegation of power has 
been developed on the basis of hctual self- 
government. Part of this illusion is that the 
state is now crating responsible citizens 
rather than mere subjects, partitapants rather 


than recipients. The Act also entertains the 
vain hope that the spirit of local self- 
government will emhuse village people 
enough for them to band together for 
voluntary work in the community. 

Can the new legislation, and the institu¬ 
tions it has created, be seen as something 
which goes beyond merely adding to the 
numbers of those who exercise power and 
authority? Obviously, no major structural 
change in the socio-economic relations at the 
village level is going to be effected by these 
institution$,'and it would be rather naive to 
expect more of a government whose ideolo¬ 
gical basis differs little from its counterpart 
at the centre. One cannot however, deny that 
the right rhetoric has countered any such 
criticism: Nazir Sab pleaded helplessness 
against the power of a constitution which 
is committed to safegaurd private property. 
At best, the Karnataka government’s legisla¬ 
tion has pushed to its limits the possibility 
of reform within the given structure, leaving 
it to the individuals who have been elected 
to make the best of the situation. Also, the 
chances of altering existing power relations 
in villages, says Nirmal Mukherji in his com¬ 
ment on the Act, arc virtually nil in the situa¬ 
tion where law and order management lie 
outside the purview of the ZPs and mandal 
panchayats. This is indeed a limitation of 

KERALA 


THE Puyankutty Hydro Electric Project, 
with an estimated outlay of Rs 1,000 crore, 
known as Greater Puyankutty comprises 
Puyankutty proper. Upper Edamalayar, 
Anamala, Manali and Mankulam and is in 
the Idukki district of Kerala. It is expected 
to generate 7S0 mw of electricity. Since it was 
difficult to get clearance from department 
of environment, government of India for the 
Greater Puyankutty project on environmen¬ 
tal grounds, the state government has 
secured clearance only for the Puyankutty 
proper. This when completed will generate 
240 mw of electricty. However, with the 
recurring “power crises” that may follow are 
predicted for the state in the coming years, 
the state government has every rea.son to 
press the centre for clearing the other pro¬ 
jects in the list stage-by-stage. 

The project will submerge 5,000 hectares 
of natural forests, the last green patches of 
Idukki and Trasancore. The rich flora and 
fauna of this' region with rare species of 
trees, medicinal plants and varieties of 
animals will be extinct. It will displace nearly 
400 tribals in this region. The Thatiekad bird 
sanctuary and Eravikulam park will be 
disturbed; the soil erosion and siltation will 


the Act, although one cannot go all the way 
in sharing the optimism about even such a 
power inevitably leading to fundamental 
changes. The government’s view is however, 
limited to viewing these PRIs as merely 
developmental organisations, bereft of law 
and order machinery to effect change. 

As long as the situation is rich with am¬ 
biguity, it contains the hope of becoming a 
process of people’s participation, rather than 
one which makes people mere recipients of 
development benefits, albeit doled out by a 
rung of government closer to them. This is 
perhaps where the grassroot level people’s 
groups, women’s organisations dalit groups, 
and even left parties could have a major role 
to play, in encouraging wider sections of 
people to shed their diffidence. In fact, given 
the poor performance of the left patties in 
these elections (CPI and CPM got only two 
seats each in the ZPs after contesting 52 and 
78 respectively while even Maharashtra 
Ekikaran Samiti cornered eight), they may 
well be forced, to think of other creative 
alternatives to the ‘parliamentary path’. 
Although the state government has promis¬ 
ed to confer the right to recall representatives 
at all levels shortly, relying on legislation to 
transform lives can only be .seen as deferr¬ 
ing responsibility. 


be accelerated. Moreover, additional dams 
in the Idukki region may lead to geological 
faults. 

But the most important issue that the pro¬ 
ject raises is with reference to the reed belt 
that comprises half the natural forests. In 
Kerala, reed belts arc confined to Ranni, 
Trivandrum and Puyankutty. The reed belts 
of Ranni and Trivandrum are already ex¬ 
tinct. More than three lakh people, from the 
most downtrodden and oppressed strata of 
society, belonging to scheduled castes and 
scheduled tribes, are engaged in the tradi¬ 
tional reed-based industries of weaving of 
mats, ba.sket$, etc. There sole natural raw 
material is the reed found in the Puyankutty 
region. The proposed Puyankutty project 
will deprive these hapless people of their 
livelihood 

I he traditional reed-based industries are 
concentrated in Angamaly-Kalady of Erna- 
kulam district. Nedumungad and Aryanad 
of Trsvandrum district, Pathanapuram. 
Punalur and Parakkode of Pathanamthitta 
district, Thalappily taluk of Trichur district, 
Karunagapally of Quilon district and 
Haripad of Alleppcy district. Of the tottil 
quantity of 12 million square metres of mats 


Puyankutty Hydro-Electric Project 

Reed Workers Affected 

K Aravin(1ak.shan 
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T'^BLE 

Modern Pulp Rayon Idustries 


Traditional Reed-Based In du stries 

1 Three lakh people, mostly women 

2 Capital investments R$ 15 to Rs 85 
per worker 

3 No need of energy except human labour 

4 Annual wages per worker Rs 820 

5 Annual reed consumption 1.20 tonne 
per worker 

6 New value added to every tonne of reed 
used is Rs 800 

7 No environmental pollution 


The total employment force is below 10,000 
Rs 71,000 per worker 

Energy required for a worker annually is 
Rs 18,850 

Annual wages per worker Rs 10,775 
Annual reed consumption 38 tonnes 
per worker 

New value added to every tonne is Rs 284 
Nearby rivers are polluted 


the country. The announcement of CON- 
COM, the open exposure of its internal 
squabbles, an intensive campaign for. 
ratification during the three months follow¬ 
ing the drafting of the charter, extensive use 
of all the methods of mass communication 
and propaganda and complete liberty en¬ 
joyed by everyone concerned to uphold ones’ 
viewpoint, make it a campaign for political 
education on an unprecedented scale. More 
than 90 per cent of the potential voters have 
taken the trouble to get themselves registered 
at the different registration offices even 
though there was no pursuasion by any elec¬ 
tioneering party. By itself, this may be a 
measure of political enthusiasm. The results 
are not in question, even among those who 
are campaigning for a ‘no’ to the charter. 
That includes the extreme right and the ex¬ 
treme left—the pro-Marcos and now also the 
pro-Enrile section as well as the Communist 
Party and some of its mass organisations, 
if the extent of registration is an indicator 
then Aquino is going to have a landslide 
victory. However, some of them will vote 
only a ’critical yes’--‘yes’ during the referen¬ 
dum and voicing their criticisms of certain 
provisions of the charter earlier. 

Two scats assigned to pro-Marcos 
elements remained vacant in the CONCOM 
and one progressive member resigned in 
di.sgust. On October 15 the Commission sub¬ 
mitted its charter approved by 47 members. 
For an appro.\imate composition; about 15 
members of CONCOM were ‘piogressives’, 
that is, well known left intellectuals and 
activists as they would have been called in 
India. About 10 members were rightists. The 
rest were not of any clear ideological per¬ 
suasion. Reflecting the importance of reli¬ 
gion in the Philippines and during the 
February revolution, q sizeable section of 
CONCOM members came from the Church 
and related organisations. Misuse of 
presidential authority and trampling of 
citizens’ rights were the two most con¬ 
spicuous evils of Marcos' rule. Naturally, the 
CONCOM exerted itself to the utmost to 
present their repetition in the future To 
highlight a few aspects; a human rights com¬ 
mission is proposed in the charter which will 
investigate on its own or on the basis of a 
complaint made by anyone, all forms of 
human rights violations, including civil and 
politics^ rights and internation^ treaties. 
The proposals include propagation of 
human rights consciousness and legal aid. 
As expected, in the mattei of detention, ftee 
movement of citizens, rights to appeal, rights 
of organisations and strikes etc, the present 
constitution differs drastically from Marcos’ 
constitution. The Bill of Rights is not to be 
suspended even during martial law. The 
powers of the president have been severely 
curtailed by subjecting his/her actions 
to regular scrutiny by Congress. SuCh lestnc- 
tions pertain even to foreign borrowings and 
proclamation of martial law. Regarding the 
nature of Congress, after a keen contest, the 
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used in India per annum, 10 million square 
metres is produced in Kerala. The total value 
of production is estimated at about 
Rs 90-100 million. Out of the total annual 
reed yield of three lakh tonnes, 2,74,000 
tonnes are consumed by three pulp-rayon 
factories of Kerala. A comparison of the 
traditional reed-based industries and modern 
pulp-rayon industries will throw more light 

THE PHILIPPINES 


Towards New 

Nirmal Sengupta 


ON February 2 the Philippines votes for the 
ratification of the proposed new constitu¬ 
tion. If adopted, it will be the sixth constitu¬ 
tion of the country. Only the short-lived first 
constitution of 1899, effective for a few days 
between liberation from Spanish rule and 
annexation by the US, apart from the pre¬ 
sent one, can claim to be a popular or a 
revolutionary constitution. The first consti¬ 
tution of the post-war republic was drafted 
under strict, formal supervision of the US. 
This was revised by a dictator in 1973 who 
sought approval from only a dozen of his 
lackeys. When the ‘elected’ President— 
within the provisions of the later consti¬ 
tution-had to quit and the ‘legitimate’ 
legislature was dismissed by Cory Aquino, 
the old constitution was invalidated. The 
need for a new one came out of such a con¬ 
tingency. And yet, it would not have been 
more out of place had Cory Aquino opted 
for reaffirmation of the same old constitu¬ 
tion. with some minor modifications. Instead 
she has asked for an altogether new one, pro¬ 
mulgating an interim constitution till its 
ratiHcation. The present step, effectively 
singles,out the Marcos constitution as the 
roots o'f all the omissions andcommissions 
of the discredited regime. Imjwiately after 
tl)e^(|im6nstration of peo«’ power in 
Ataiptfy 1986 Cory Aquino wl given a call 
for hThigularuatklll through fir formation of 
peoples’ councils. But this was not pursued 
fun her. Popular support was solicited 
whenever the army thcraiened to stage a 
coup. For the lest, iflks action is now 


on the issues involved. 

A public interest litigation filed by 
A P Jairaj, secretary of Sahyadti, an en¬ 
vironmental protection group is pending 
with Kerala High Court, Ernakulam. To save 
Puyankutty means to save the three lakh 
traditional reed workers. Only a people’s 
movement can save these defenceless and 
unorganised people. 


Democracy? 


exjiected only during the forthcoming 
plebiscite. 

This is the disheartening aspect, although 
one wonders whether peoples’ power could 
have been institutionalised even if the peo¬ 
ple had heeded a call from a charismatic 
leader like Aquino for the formation of 
peoples councils. However, if may not be an 
expectation without any foundations since 
the people have really shown their tremen¬ 
dous organising powers, responding to Cory 
Aquino’s call to resist a possible coup dur¬ 
ing her Japan visit. If one looks for a 
positive aspect, Aquino has once again 
shown, her understanding and imagination 
in making the plebiscite, a popular and 
democratic issue. In a masterly stroke she 
chose a public rally commemorating the 
lOOth day of the February Revolution to an¬ 
nounce. the Constitutional Commission 
(CONCOM), amidst cheers from a massive 
crowd. Besides, being true to her image of 
a non-partisan leader she did not only in¬ 
clude radical activists, including two who 
had actively campaigned for the boycott of 
the February Rnolution, but also some 
Marcos loyalists among the 48 hand-picked 
members of the CONCOM, drawn from 
various political, social and organisational 
backgrounds. Lately, the average Filipino 
began to envisage the task of reconstruction 
once the euphoria of February 1986 waned 
out. The CONCOM by its compoution, cap¬ 
tures practically the whole of this debate and 
in this sense, is an ensemble of the process 
of political education presently going on in 



CONCOM decided in favour of two types 
of representations; a nationally elected 
Senate and a constituent House of Represen¬ 
tatives, partly elected and partly reserved fur 
Political Parties according to the votes polled 
by them. Intention to guard against bureau¬ 
cratic corruption of the past find expres¬ 
sion in such provisions as requirements of 
honesty and integrity in public services, full 
public disclosure of all transactions involv¬ 
ing public interest, prohibition of political 
dynasty, etc. Political instability and armed 
resistance are hoped to be contained by such 
provisions as comprehensive rural develop¬ 
ment, land reforms and protection of the 
rights of indigenous communities. In addi¬ 
tion to the communist-led armed struggle 
two othei formidable struggles had kept 
Marcos’ government engaged during all 
ihe.se years. Deprived in many ways, the 
Muslims of Mindanao and the tribal groups 
of Cordillera region (in the south and north 
ol I he country respectively) have been 
waging war lor their various demands. The 
new constitution suggests creation of 
autonomous regions for Mindanao and 
Cordillera. Besides, local government at all 
levels is to be strengthened thus curtailing 
cential and presidential authority further. 
Not that all the provisions are without any 
drawbacks. It has been argued that the presi¬ 
dent still retains ample authority to proclaim 
martial law to the detriment of the country. 
I he national-Ivvel representations suggested 
lor the Senate are looked with suspicion as 
cliiisi and potential money-spinners. Inter¬ 
estingly, there was no opposition to the pro¬ 
visions suggesting local government and 
cieation of autonomous regions. But in later 
public debate it has been pointed out that 
the local plebiscite, suggeste'd as the modus 
operandi for delineation, may create serious 
piohlems for identifying viable contiguous 
regions. 

The declaration of principles and state 
policies, the second article in the charter, is 
full of innovations which explains why it 
contains 28 sections as against 10 in 1973 
constitution Besides points pertaining to 
social justice, prosperity, equality between 
sexes, etc, the youngest constitution of the 
world may include such current concerns as 
balanced and sound ecology, freedom from 
nuclear weapons on its territory and en¬ 
couragement of NCiOs (non-governmental, 
community-based sectoral organisations). 
However, the strength of the Catholic church 
is reflected in that abortion remains 
disallowed and a decision whether to per¬ 
mit divorce has been referred to Congress. 
Though there was little dispute in CON¬ 
COM about the provisions made in the se¬ 
cond article it was approved very late This 
was because of two controversies—the abor¬ 
tion issue and the question of US bases. An 
original provision against the retention of 
US bases in the Philippines lost in CON¬ 
COM by 29-15 votes and the issue has been 
left to the future government. 

The general accusation of the communists 
(NDF) is that US dominance in the Philip¬ 
pines has been preserved in the draft con¬ 


stitution. Such an accusation is not baseless. 
For example, the strategy accepted for in¬ 
dustrialisation is one “based on .sound 
agricultural development” which, the critics 
feel, is an echo of IMF economic recovery 
programme for third world countries. Ad¬ 
dressing the question of protection the 
CONCOM provided that “the state shall 
protect Filipino enterprises against unfair 
foreign competition and trade practices". 
The qualifying provision “unfair" effectively 
equated the provision with a constitutional 
guarantee of a free trade economy. Met w ith 
severe public protest CONCOM had to open 
up the motion regarding the qualifying pro¬ 
vision for a reconsideration. But the move 
lost by 25-17 votes whereupon the progres¬ 
sives staged a walk out. They returned after¬ 
wards, excepting one—internationally 
renowned Film director Lino Brocka resigned 
from CONCOM, disgusted by the obstinacy 
of the rightists. In another area, a sub¬ 
committee of CONCOM had earlier agreed 
that public utilities in the country must be 
at least two-thirds owned by Filipino 
citizens, in the final proposal, however, this 
has been reduced to sixty per cent, the same 
proportion as in the 1973 constitution. Alter 
a heated debate the conservatives won by 
21-19 voles. This means that even in such 
strategic sectors as telecommunications forty 
per cent interest may be retained by 
foreigners. No other Asian country permits 
so much foreign control over such a strategic 
sector. School ownership was another hotly 
debated issue. The educational scene in the 
Philippines is highly influenced by 
foreigners. The progressives wanted greater 
proportion of Filipino ownership but the 
conservatives succeeded in retaining the pro¬ 
visions of 1973 constitution. The pro¬ 
gressives have sometimes, described the 
situation as 'constitutionalisation of 
American influence’. Their apprehension 
does not .seem unjust. In recent months there 
has been a systematic weeding out of pro¬ 
gressive elements from the ministry and the 
government, and the Philippines has badly 
succumbed to the pressures exerted by 
American creditors. 

The supporters of the constitution, 
however, describe it not only as pro-people 
but a pro-poor constitution. Unde’niably, the 
whole of the charter is strewn with commen¬ 
surate provisions. It is doubtful whethc' the 
CONCOM members, except for a few, had 
any vested interest in opting for pro- 
American provisions. What probably was 
there in the background was a fear- 
psychosis. The majority arguments in CON¬ 
COM were always conservative, such as: 
restrictions on foreign resources would 
adversely affect the aonomy or ihe quality 
of education. The boldness with which Cory 
Aquino had defied the dictator, the army, 
and probably the US-umbrella over Marcos, 
relying solely on the Filipino people, has 
been missing in the work over constitution- 
framing. Such a great reliance on the people 
was obviously not expected from the mixed 
group of CONCOM members. But even 


Cory Aquino failed to make any substantial 
demand from “peoples’ power” when it 
came lo the economic questions. The CON¬ 
COM proposals, along with their laudable 
democratic and humanitarian concern, have 
this basic weakness. 

In a way. the Filipinos have again been 
outmanoeuvred by the Americans. What 
strikes a foreigner most about the constitu¬ 
tion is the specification of development 
strategies and the degree of foreign controls 
in the constitution itself. Elsewhere, such 
aspects are dealt with m separate economic 
policy resolutions, revised from time lO time. 
But when, in 1935, the first constitution was 
drafted under the supervision of the colonial 
masters, such items became an integral part 
of the country to ensure the continuation of 
Atneiiean dominance even after the granting 
of independence. The same structure of the 
eoiisiituiion has been retained; and the same 
possibility of perpetuation of dependence, 
probably inadvertently. The aspiration ol 
real independence is also reflected in the con¬ 
stitution; not only arc there ample provisions 
in it which preserves foreign influence but 
also ample other piovisions which are in 
complete conliast and can be used in future 
to repudiate the former. The suggested pro- 
V isions may not even be so dangerous as they 
may appear—decided predominantly by 
non-tcchnieal membets of a commission 
many of these piovisions fail to grasp the 
complexity of present-day foreign influence. 
Yet. there is no doubt that the constitutional 
guarantee to perpetuation of the present 
economic structure has made economic in¬ 
dependence far more diflicult. .Silence on the 
details along with broad polic’y statements 
would have allowed far greater leverage to 
Filipinos. The February Revolution has un¬ 
doubtedly brought great political change in 
Philippine society; whether it succeeds in 
bringing matching economic changes is, 
however, doubtful. 

The plebiscite campaign is signiiicant, 
particularly because of this contradiction. 
It may provide the necessary feedback, 
through criticism and debate, to direct 
peoples’ power to the achievement of 
economic independence too. Nationalism 
and anti-imperialism have a long tradition 
III the Philippines. But rarely did it receive 
such a congenial climate for mass propaga¬ 
tion as of nv)w. The plebiscite campaign has 
immense significance because of this back¬ 
ground. The immediate results are probably 
not in doubt. But its impact will he felt when 
the new Congress starts functioning later in 
the ycai. The success of an cxiucational cam¬ 
paign may be observed at the time when 
Congress takes a more radical stand than the 
CONCOM membets on several issues. The 
series of di.screpancics m the charter, which 
have already come to notice, indicate that 
certain revisions are inevitable; vvheiher 
radical revisions can be undertaken is open 
to question. But the success of the whole 
procedure lies in the fact that even such 
speculatians would not have been possible 
within the previous constitutional set up. 



PERSPECTIVES 


Ethnic Dimension of Subcontinental Muslims 

Balraj Puri 


THE ethnic riot in Karachi in December 
last—the worst of its kind since the birth of 
the Islamic Republic of Pakistan—above all 
tellingly underlines the peril of ignoring 
ethnic identities which are as powerful as 
religious identities. Its intensity has no doubt 
been aggravated by ‘Kalashinkov culture’, the 
role of the drug mafia and the state of law 
and order and democracy in that country. 
But essentially it was an ethnic violence 
which erupted for lack of other avenues of 
ethnic expression. 

The term ethnic is here used as a broad 
non-religious identity based on race, culture, 
region, etc. Both the urges—religious and 
ethnic—provide the most vital clues to the 
political behaviour of the people of the sub¬ 
continent, including Muslims. Islam has 
nowhere inhibiied the ethnic-cultural- 
nationalistic urges of its followers. The fact 
is evident from the existence of over forty 
sovereign nation states of Muslims in the 
world. The Quran itself recognised the ethnic 
identities of the Muslims when it said: “We 
created you in the form of tribes, so that you 
could be identified!' 

While Muslims, like any other community, 
have mutlipic identities, which identity 
becomes pronounced at a particular time 
depends upon the situation at that time and 
which of them is perceived to be threatened. 
Thus Bengali Muslims, who asserted their 
religious identity in 1947, asserted their 
ethnic-linguistic identity in 1971. Kashmiri 
Muslims asserted their twin identities in 
reverse order; ethnic-linguistic identify in 
1947 and Muslim identity around 1953. 

Urdu speaking Muslims of the undivided 
India, who had once formed its ruling class, 
felt a threat to their religious identity from 
the possible domination of the Hindu ma¬ 
jority after the withdrawal of the British. 
Their quest for a homeland became the 
genesis of the Pakistan movement and they 
comprised the vanguard of the movement 
and the Muslim League. Muslim communi¬ 
ties in other areas where they were in a 
majority or had pronounced regional 
characteristics, particularly in areas which 
now comprise Pakistan, did not respond en¬ 
thusiastically to the League and its demand 
for Pakistan. 

It may be an academic exercise to specu¬ 
late whether partition of the country could 
have been avoided if the Congress and 
Muslim league had shown better awareness 
oflhe real urges of the iyiusiim masses. But 
even now such an awamess on the part of 
the rulers of the subcoti^ent may help them 
to maintain peace within their countries as 
also between them. 

U6 


It was, in any case, a fatal under-esti¬ 
mation of the ethnic urges of the Muslims 
by the Pakistan leadership that offended and 
alienated Kashmiri Muslims in 1947 and 
Bengali Muslims in 1971. For the same 
reason, the other four remaining ethnic com¬ 
munities of Pakistan have to be held together 
through a dictatorial regime. 

The Urdu-speaking Muslims from north 
India, whev migrated to I^kistan in search 
of a Muslim homeland, soon discovered that 
other Muslim communities, had retained 
their ethnic identities; which stimulated their 
urge for self-identity. Explaining this fact, 
Khalid Sultan, a leading member of the 
Muhajir Qaumi Mahaz, said, “when 
Pakistan was made, we all meant it to be one 
nation. But when our parents came here, 
they found Punjabis, Sindhis, Pathans and 
Balauchs. The only Pakistanis seemed to be 
the Muhajirs” But ethnic assertion of others 
made them aware that “we have a separate 
cultural, historical and linguistic identity 
from the other nationalities of Pakistan". 

Most of the Muhajirs had believed in the 
paramountcy of the religious identity and, 
therefore, used to be the roost loyal followers 
of the Muslim League and its ideology as 
they were before partition and migration. 
Later they also became most loyal followers 
of the fundamentalist upsurge represented 
by the Jamait-e-IsIamic. But as their ethnic 
identity was sharpened in response to asser¬ 
tion of other ethnicities, they demanded a 
separate homeland within Pakistan which 
they called Urdu Pradesh. The preference for 
a Hindised name against Urdu Suba in¬ 
dicated how powerful was their nostlagia for 
UP, the land of their origin. 

Nothing happened in Pakistan to make 
them give up their roots. As eminent 
representative of this community, Rais 
Amrohi, the noted Urdu poet and colum¬ 
nist, asserted in his writings its right to own 
its past and descent. He said “no people in 
the world feel ashamed of the land of their 
origin. So why should we? We are proud of 
the fact that our ancestors gave to the sub¬ 
continent one of the greatest civilisations of 
the world. We arc the inheritors of the im¬ 
mortal indO'Islamic culture. We are proud 
of the delta land between the Ganga and 
Jamuna on which flourished the great 
edifice of the Indo-Islamic civilisation. If 
fbur other nationalities like Puttjabis, 
Pathans, Sindhis and Balauchs can claim 
their homelands in Pakistan, Rais Amrohi 
asks “what is wrong in the demand of Pak- 
Indians (as he prefers to call his community) 
for recognition as the fifth nationality of 
Pakistan and having its own homeland?" 
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A confidential survey conducted by the 
central government of Pakistan quoted by 
the daily News of Karachi had revved that 
All-India Radio broadcasts were heard in 
over 90 per cent of Karachi homes. As.ked 
why they were switching on to the ‘en^y 
radio’, some of the listeners replied that “this 
is the only source of correct pronounciation 
of Urdu for their family members, especially 
children". 

The refusal of Pak-Indians to give up their 
ethnic identity and roots led to unmerited 
asi^rsion on their loyalty among a section 
of their compatriots. It provoked the Sindhi 
Daily Hilala-e-Pakislan to describe them as 
“virtual Indian agents who should be sent 
to India”. A Sindhi PPP leader, Pir Ahmed 
Bux. retorted that if “Urduwallahs had their 
way and India was willing to admit them, 
Karachi would overnight be denuded of 70 
per cent of its population". 

The Urdu-speaking community became 
the most persecuted community after the 
emergence of ethnic identities in Pakistan. 
One manifestation of this emergence was 
the split of Pakistan and the birth of 
Bangladesh. The Biharis, as the Urdu- 
speaking community in Bangladesh is called, 
were the worst sufferers. Even now over two 
lakh of them are rotting in refugee camps 
whom neither Bangladesh is willing to 
rehabilitate nor Pakistan is willing to accept. 

The Muhajirs were mostly settled in and 
around Karachi. They outnumber Sindhis, 
i^thans and Punjabis in the city. About 8 
lakh of Bihari migrants are concentrated in 
a single township of Orangi which was the 
scene of recent massacre.s. The hostility the 
Muhajirs had faced from Bangladeshis and 
Sindhis has now been excelled by the bruta¬ 
lity of the Pathans. 

The Pathans are another ethnic commu¬ 
nity of Pakistan which has not fully recon¬ 
ciled to their status in the country and the 
domination of Punjabis over them. In fact 
a large number of them led by leaders like 
Khan brothers had their reservation about 
the very idra of Pakistan. The Muhaiir- 
Pathan conflict dates back to 1965 when 
Field Marshal Ayub Khan supported by 
Pathans, won the presidential election 
against Fatama Jinnah, supported by the 
Muhajirs. Since then tension between two 
estranged communities seeking dominant 
position in Karachi city, has recurred often 
leading to violent clashes. The Muhtyirs have 
been increasingly at the receiving end, parti¬ 
cularly on account of their alienation from 
other Pakistanis alsa 

India cannot remain unconcerned over 
their fate. A human tragedy of this 
magnitude within the sub-continent must 
concern it. But what is beitig overlooked is 
the fact that it also concerns the largest com¬ 
munity of the non-resident Indians (NRI) 
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settled abroad. While the type of interest 
India is taking in the Ihniil problem of 
Sri Lanka and the intervention it made in 
what became Bangladesh are ruled out in 
the case of the Muhajirs, should they be 
totally excluded from the category of NRI 
simply because they are Muslims? Circum¬ 
stances in which they migrated to Pakistan 
may be different from those under which 
Other Indians migrated to other lands, but 
are their pangs of nostalgia and alienation 
much different? In any case, a deeper 
understanding of their problems will be 
valuable not only in shaping our policy 
towards Pakistan but also for knowing our 
own Muslim community better. 

Indians and Pakistans arc found to be far 
friendlier at ethnic-linguistic levels than at 
the national level. Punjabi, Sindhi and Urdu 
languages have been .acting as emotional 
bridges between the two coantries as Bangla 
is between India and Bangladesh. Similarly 
Pathan and Baluch ethnic leaders were eithei 
former stalwards of the Indian freedom 
movement or have close affinity with its 
values. 

A better appreciation and empathy for the 
ethnic urges ol people of Pakistan should 
help in developing cultural relations with 
them and in winning over their friendship 
which should inevitably be reflected in 
governmental relations as well. In the case 
of the Urdu-speaking Muslim community of 
Pakistan, India’s interest has to be special. 
For they once belonged to it and have blood 
relations with a large number of its citizens. 

The plight of the Urdu-speaking commu¬ 
nity in Bangladesh and Paki.stan has also a 
direct bearing on the minds of its main- 
stream living in India. Its sub-contincntul 
affinities continue to exist. While these never 
amounted to extra-territorial loyalty, the 
communify can no more look 'for emotional, 
moral or intellectual support across the 
border. In fact a reverse process has already 
become noticeable. 

Meanwhile, all outside sources of inspira¬ 
tion of Indian Muslims had also gradually 
collapsed. The idea of Khilafat oi Pan- 
Islamism is dead once for iill. The much- 
expected Arab renaissance did not take off. 
The Khomeini revoltition proved too hi utal. 
Pakistan's failure lo satis'ly the urge for 
freedom and ethnic identities of its people, 
particularly the treatment meted out to the 
kith and kin of Indian Muslims in Pakistan, 
compounded their disillusionment with 
other Islamic countries. Indeed, after the 
-split of l^kistan, Delhi is in a far better posi¬ 
tion to aspire to the status of the geo- 
historical centre of the sub-continental 
Muslims. For the essence of the concept of 
Islam dominant in the other two countries 
was evolved in the Indian part of the sub¬ 
continent, by sufics like Chishti to Ulama 
of Oeoband and other institutions of Islamic 


learning and its secular practices were 
shaped by the imperial rulers of Delhi, 
symbolised by the Red Fort and the Taj. 

The realisation of these facts ha.v de¬ 
finitely encouraged a process of indigenisa- 
tion of Indian Muslims and search for roots 
within their own country; some of them 
discovering their ancestory in times of the 
epics and beyond. They are also becoming 
aware of their intellectual and cultural 
supriority to Muslims anywhere else in the 
world. 

it does not, however, follow that Muslim 
alienation from the national mainstream has 
completely ended and that Hindu-Muslim 
relations have been restored to their ideal 
best. But it does follow that factors other 
than extra-territorial loyalty and transna¬ 
tional affinities of Indian Muslims might be 
responsible for the communal tangle. Indeed 
the growing assertion of the Muslims may 
be related to their awareness of their roots 
and rights in the country. 

Moreovei, Hindus, by and large, remain 
ignorant of ihe impact of the partition and 
developments in l^kistan on the Muslims 
of India and are still reacting to their pre¬ 
conceived perception of a monolithic 
Muslim mind of the pre-partition days. In- 
triguingly, emulative interest among the rest 
of the countrymen in Pakistan is propor¬ 
tional to the Muslim disillusionment with it. 

The Sikh militants, for-instance, seem 
directly inspired by what Muslim separatism 


is supposed to have achieved. But they do 
not realise how much damage the Muslims 
of India have done to their own interest by 
getting the country divided. If, God forbid, 
they succeed in their objective of a Sikh 
homeland, the community might suffer a far 
worse fate. 

Similarly there is little realisation in this 
country of the fact that refusal of Pakistan 
to recognise ethnic identities and its in¬ 
sistence on imposing a unitary form of 
government on a multi-ethnic nation have 
led to the demise of democracy and ethnic 
violence in that country. Far from avoiding 
Pakisun’s misukc in this matter, there are 
indications of second thoughts at the highest 
level in India on the wisdom of linguistic 
states and federalism. The panic that asser¬ 
tion of any sub-national identity creates 
among the national elite of India is 
qualitatively not much different from the 
attitude of the Pakistan rulers towards their 
ethnic identities. 

A retreat from pluralism inspired by 
panic—-which in turn is borne out of 
ignorance of the urges of sub-national 
identities—would not only undermine the 
basis of Indian unity and its democratic 
polity but also its role as a model of unity 
for the countries of the South Asia and as 
a source of inspiration for their ethnic iden¬ 
tities. India’s fitness as a mediator on the 
Ikmii problem in Sri Lanka, might have, for 
instance, been compromised by its grudging 
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fauth in the rights of its own ethnic identities. 
Similarly ethnic discontent in Punjab and 
Kashmir undermines effectiveness of India’s 
Pakistan policy. 

Language, culture and region which com¬ 
prise our definition of ethnic identities arc 
the only potent rival of religious identities 
and hence the most powerful secularising in¬ 
fluence on the Indian polity. But instead of 
encouraging a community like Muslims to 
get integrated with other communities at the 
regional level, where they not only share a 
common language, culture, history, heroes 
and other symbols, they arc expected to 
merge into an elusive mainstream and con¬ 
form to an arbitrarily fixed standard of 
nationalism. 

By ignoring the ethnic dimension of 
Muslims, they arc being forcibly mono- 
lithised. Kashmir is usually treated more as 
a Muslim problem than a Kashmiri problem. 
Promotion of Urdu is treated more as a con¬ 
cession to the Muslim community than as 
a cultural need of a vital ethnic identity of 
which it is the mother tongue. And when at¬ 
tempts at monolithisation of the community 
arc accompanied by attempts at its homo¬ 
genisation with the majority, communal 
tensions are bound to develop. 

Policy towards minorities in India has 
often oscillated between toughness’ and ‘ap¬ 
peasement’. As long as these policies are not 
based on correct understanding of their 
urges, neither can succeed. What is needed 
is a more intelligent policy with a view of 
finding out the extent to which the urges of 


IN his ‘Sir Purshottamdas Thakurdas 
Memorial Lecture delivered recently under 
the auspices of the Indian Institute of 
Bankers, Bombay, Sukhamoy Chakravarty 
has carried out a brief ‘re-examination’ of 
the report of the Committee to Review the 
Working of the Monetary System of which 
he was the chairman. While generally agree¬ 
ing with Chakravarty’s re-examination, it 
may perhaps be useful to have a debate on 
some aspects of his observations relevant for 
their practical application. 

Chakravarty’s advocacy of monetary 
targeting within a range and in a flexible 
manner and with proper publicity is indeed 
welcome, more so in Indian conditions of 
increasing resort to deficit financing, little 
restraint on public expenditure, not to men¬ 
tion the by-passing of the Planning Com¬ 
mission as indicated by recent happenings. 

Chakravarty observes that in a regime of 
administered interest rates there is not much 
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the minority aie compatible with those of 
the majority and the national interest. 

Muslim urges include urges of multiple 
identities of the community: partly shared 
with others and partly exclusive. What 
should be the legitimate field and degree of 
autonomy of an exclusive religious identity 
in a secular country is a question which 
would be more fruitfully debated and de¬ 
cided with greater self-assurance if it is in¬ 
formed with the knowledge that'Indian 
Muslims are, emotionally or intellectually, 
not dependent on any other country and 
have the potentiality of becoming a source 
of inspiration for Muslims elsewhere. In fact 
the whole question of transnational iden¬ 
tities should be treated as an opportunity of 
opening bridges of friendship and under¬ 
standing with neighbouring countries. In any 
ca.se, a policy for dealing with the urges of 
such identities should be a vital component 
of the defence policy of the country. 

The current ethnic turmoil in Pakistan is 
an occasion for fresh thinking on a wide 
range of probelms in India including its 
Pakistan policy, Hindu-Muslim relations, 
role of ethnic identities in national integra¬ 
tion and opportunities and challenges of 
transnational identities! The occasion re¬ 
minds that ideological, cultural and moral 
components of the nation’s power are as im¬ 
portant as physical might. And that while 
neither the urge for religious identities 
should be underestimated nor should the 
fears about it be exaggerated, no people, in¬ 
cluding Muslims, live by religion alone. 


scope for variation in interest rates. Why 
not? If the rates are administered one can 
do it even more easily. When more than half 
of the economy is free and prices are not 
regulated, and when many commodity prices 
are administered with frequent changes for 
one reason or another, surely some variation 
in interest rates can also be legitimately 
made, to suit the changing situation, so long 
as the real rates of interest remain positive. 
Chakravarty has advocated an average real 
rate of interest of around 2 per cent plus 
what is warranted by the rate of past infla¬ 
tion and ‘inflation expectation’ in the near 
future 

He has rightly criticised the lack of action 
on the three-month Heasury Bill rate which 
has been kept static for 14 eventful years. 
However, it has to be recognised that year 
after year the yields on government securities 
have been raised so as to bring them to a 
fairly realistic level. There would not be any 
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justification for any further increase, though 
that seems to be the view of the Committee 

Charkravarty contends, as do^s his Com¬ 
mittee’s Report, that the alternative of 
interest rate to money supply is not workable 
under Indian conditions. In theory, either 
of the two can be changed but not both. 
However, Chakravarty has not agreed, 
rightly, with this contention and has sug¬ 
gested a flexible approach in India of a 
suitable interest rate policy along with a 
targeted money supply policy and also a 
mid-term review of the monetary target. But 
he has stopped short of dealing fully with 
what the Committee regards as a proper in¬ 
terest rate, perhaps implying thereby that the 
present interest rate policy is generally 
appropriate. 

Chakravarty refers to the real rate of in¬ 
terest of 2 per cent to 3 per cent in India. 
However, what he calls the real sector is a 
good deal private in character and the in¬ 
terest rates prevailing in that real sector are 
apparently not regulated but free, but the.se 
rates are governed and influenced consider¬ 
ably by the rates prevailing in the official 
market of the various administered rates. 
These take into account not only the infla¬ 
tion factor but also a high premium for the 
much higher risk. Chakravarty has rightly 
stressed the need for flexibility instead of 
rigidity at many places, including in the field 
of interest rates. The Indian economy, being 
a mixed economy, can function only on the 
basis of all-round flexibility, which would 
mean raising or lowering prices, particularly 
the price of money, as circumstances de¬ 
mand. One wishes he had discussed the 
situation that has developed since the Report 
was published in early 1985, because the 
world economy as well as the Indian eco¬ 
nomy have shown signs of some recession 
in certain directions and interest rates have 
sharply come down in other countries to 
counter that tendency. While there is much 
talk of flexibility in India, in practice our 
policies are often far from being flexible. A 
modest reduction of say one per cent initially 
in the whole range of interest rates on bor¬ 
rowings and lending on an experimental 
basis would be worth trying with a view to 
lowering somewhat costs to all those con¬ 
cerned with production and prices to benefit 
the ultimate consumer. 

What is unfortunately happening in the 
realm of administered interest rates is that 
they have been administered more in the up- 
wsud direction, but rarely downward. What 
purpose is the administered rates intended 
to serve? The administered rates themselves 
are often at variance with one another and 
seem to be fixed from time to time on an 
ad hoc basis for different instruments. The 
Committee's report has spoken of the Ad¬ 
ministered spread’ and in regard to banks 
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of a spread of 3 per cent between their bor¬ 
rowing and lending rates. Actually the spread 
has been much higher. 

A well-ordered interest rate structure in 
the government security market has been 
brought about but it is not co-ordinated with 
market rates in the organised and even more 
in the unorganised sectors on which the 
small and large-scale industry and trade 
really depend a great deal. A downward 
modification in the structure of commercial 
bank depo.sit and lending rates would be 
more in line with rates on government securi¬ 
ties. A commercial banks lending rate of 
17'/j per cent is exces.sive and should be 
brought down first to say 16 per cent. 

‘Inflation expectation’ can be determined, 
as Chakravarty himself has said, only by 
trial and error. There has been inflation -- 
especially cost inflation in the economy, as 
judged by rising costs of living, and costs 
of production—as high as in the previous 
decade for which the average has been 
calculated at 9 per cent or 9'/i per cent in 
the C'ommittee’s report. For 1986 it has been 
estimated between 8 and 9 per cent. On the 
basis of the wholesale price index as well as 
the increase in money supply in the current 
year, the inflation expectation may be, if 
anything, somewhat lower or at least about 
the same. Several industries seem to be in 
doldrum, suffering from rising ’admini¬ 
stered’ pricc.s, particularly in the energy and 
transport fields. 

The key administered interest rates are no 
doubt determined by the rate on government 
borrowing, but commercial bank borrowing 
and lending rates which are also key rates 
are also administered and between the two 
there is a wide discrepancy. Maximum rates 
have been fixed on public deposits with com¬ 
panies and on borrowings by the public 
sector and the private sector. During 1986 
the administered rates on small savings and 
public sector borrowings have been raised in 
a somewhat arbitrary fashion, creating wide 
gaps. The government has attempted desper¬ 
ately to mop up public savings at any cost 
for its own requirements with the result that 
distortions in the capital market for public 
and private borrowing have increased with¬ 
out any discernible pattern. 

Interest rates on public sector borrowings 
at to per cent free of income and wealth tax 
and at 14 per cent, on Indira Vikas Patraat 
nearly IS per cent tax-free with easy transfer¬ 
ability, etc, can result more in diversion of 
small as well as large savings from one in¬ 
strument to another. This would not reflect 
any increase in the total savings of the com¬ 
munity. One instrument gains at the cost of 
another because of the high mte ofl’ered. Idle 
cash balances and liquid savings of the 
people fetch rates of interest which are 
higher than what can be realised through en¬ 
trepreneurship and investment in industrial 


ventures. 

The government is working against itself 
1^ issuing a variety of instruments which 
result in higher interest burden on itself and 
loss in revenue from income tax. Its market 
impact both in the organised and unorganis¬ 
ed sectors is also important as, for example, 
the Multani Rate is about 24 per cent. What 
we officially considered usurious is now 
accepted as normal. The burden of servic¬ 
ing total government borrowing only adds 
to the government deficit. 

What should be done is to take the govern¬ 
ment’s market borrowing rate structure as 
the standard measuring mechanism, and 
other interest rates should be worked out in 
relation to that measure, bearing in mind 
risk and other relevant factors. A logical 
policy, flexible in nature, should bring order 
out of the current divergencies. Administered 
rates should not result in an unitegrated in¬ 
terest rate structure and should not be based 
only on the government’s needs. The publicfs 
need for funds is even more important and 
should be reasonably considered. There 
should be a better relationship between ad¬ 
ministered and market rates. Today the varia¬ 
tion between the two is wide. 

The underlying assumption of govern¬ 
ment and amongst the economists and 
bureaucrats seems to be that India is very 
different from other countries and has to 
.swim against the current. The trend abroad 
is towards lower interest rates to stimulate 
the national economy because of a fall in 
inflation rate. We, however, adhere rigidly to 
our view that we are a law unto ourselves. 
The phenomenon of inflation is prevalent 
more or less everywhere and yet the instru¬ 
ment of interest rate is used to stimulate 
various sectors of the economy by lowering 
interest rates. There are indications that 
India is being priced out from the world 
market, one reason being the high rates of 
interest, though a different view is also 
prevalent. A half-hearted, limited adjust¬ 
ment of lowering interest rates in the export 
field would not serve the purpose because 
interest rates are all pervasive, affecting in¬ 
dustry, trade, etc, imposing a high cumula¬ 
tive burden on the economy as a whole. In¬ 
terest rate can be used much more effectively 
to stimulate the economy. 

Through the highly inflationary years of 
World War II, the ruling rate on government 
borrowings was administered at 3 per cent 
and other rates were related to it, even in 
India, thanks to Keynes. Japan has today a 
3 per cent long-term market rate of interest, 
several European countries and the US do 
operate with a sufficient (about 8 per cent) 
downward course in interest rates, but we 
prefer to hold rigidly to the opposite view. 
A major part of our savings are captive in 
nature and yet we seem to hold the view that 
by raising interest rates we will be able to 


boost our economy and increase the volume 
of available savings. The interest rate is a 
two-edged weapon, used to curb inflation 
on the one hand and to energise the economy 
on the other by raising or lowering it. Under 
the present structure of interest rates the ren- 
tior class beneflts but the business communi¬ 
ty suffers. 

The report of the Committee had dealt at 
length on the level and structure of interest 
rates in chapter 10. It has also commented 
on the fact that the system of administered 
interest rate has grown unduly complex and 
that it has lacked flexibility. Since the 
publication of the report, it has become even 
more arbitrary due to the issue of several new 
instrumenu and lacks cohesion. Neither the 
Committee’s report nor Chakravarty’s lec¬ 
ture discusses the current downward trend 
of interest rates the world over in relation 
to rates in India. Underdeveloped economies 
have worked for long years at a lower level 
of interest rates. Even in today’s condition 
some lowering can be used to counter infla¬ 
tion, which can help somewhat in the 
recovery of the economy. 

The impression one got from a perusal of 
the Chakravarty Committee report was that 
it concentrated on official monetary policy 
without giving sufficient weight to market 
forces. This view gets confirmed by Chakra¬ 
varty’s lecture which hardly takes notice of 
market forces. This does not mean that on^s 
preference is for the market forces or that 
one prefers the private sector to the public 
sector. In fact, there is little to choose bet¬ 
ween the two sectors because both suffer 
from similar weaknesses and inefficiencies. 
But the fact that the Indian economy is a 
mixed economy makes it even more im¬ 
perative than official policy and market 
forces work in harness to formulate a 
balanced and realistic monetary policy. 
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SHHI MARI SHANKAR SINGHANIA 


Thp ypar has been one Ol stenclv progresb on 
all frond pclilii al as well as et onomic Serious 
altr inpts havr been itiade to soive the vexed 
probloiTis including those of Punjab Assam 
and Mizoram as well ss the ethnic p'oblems in 
Sri Lanka I hese problems have become so 
rumpir x that evidently they would need more 
effort time and obovo all patience for final 
‘olution I ancerely hope that all concerned 
would SCI Ihr wisdom ol remaining united as 
otizens of this groat country and lealiso thf 
folly of jeopiidisinq its inttqrity for narrow 
considerations of caste creed religion 
language or othorwi .u 

On the economic front the i ouniry has done 
reasonably well despite various national and 
intt rnational imiiediments We are poised for a 
big leap forwaid in the Seventh Plan Shn Rapv 
Ciandhi our dynamic Prime Minister is striving 
to bring modernily of thought in all spheres be 
itrelitedtoeducjtion administration indus'ry 
or rural development His broad visioned 
pragmatic approach for all round and rapid 
economic growth ol the country with rightfu 
emphasis on the youtti and modern technology 
IS ste idily bringing about a welcome 
transto mation He has succeeded in creating 
a new mood ol enthusiasm lor rapid 
indusinaiisatiun and is keenly trying to reduce 
unnecessary controls which engulf all facets of 
our activity The bureaucratic system has yet to 
respond adequately by reducing procedures 
and delays 

GOOD PERFORMANCE 

I am happy that during the year under review 
the performance of the Company has been 
good Sales and other ncome touched a new 
record of Rs 206 87 crores registering a pro 
rata increase ol 35% over the previous 18 
months period The gross profit at Rs 19 6/ 
'ores was substantially higher than Rs 13 52 
crores lor the previous 18 months In view ol 
the substantially improved results it was 
possible to provide lor Rs 7 48 crore*- 
towards the arrears ol deprci lation in addition 
o Rs 9 62 irores deprer lation tor the year 
It rvinq a surplus of Rs 3 37 -rores These 
t ults arc a matter ol great satisfaction 
comir q ss they do despite loss o* almost a 
month > production due to labour unrest in the 
plant tnd the < xtreme y competitive marker 
situal on that prevailed throughout the year 

DIVIDENDS 

I im extremely pic c<-ed teal the Compan s 
sle iriy progress his < nabled your Directors t > 
recomrnrnd an Equity Dividend ol 10"i» lor the 
first time a'lpr the public issue m addition to 
thf Preference Dividend for the year and the 
entire arrr ars T he dividends will absorb a sum 
ol Rs 248 39 lacs I would like to take this 
opportunity to express my gratefulness to the 
shareholders lor their pa'ienee and 
confidence whit h have been ^ source of great 
strength to ihe management m lacing the multi 
faceted challenges during this period ol 
growth 


* AS 


J.K. Industries Ltd. 


CHAIRMAN’S STATEMENT—1986 


CHALLENGES AND ACHIEVEMENTS 
(i) Competitive Environment 

JK Tyrt Plant cominenced comnerciai 
prodtirlior in 197/ Rcinq a new and modern 
plant III/ pinitct was hiqtily c ipital intensive 
comp irrd to Ihe then existing old established 
uni Ih tiir Company started with a big 
h inr If i,j ot ubsl inli illy higher interest and 
oeiver itior (osts Commencement ol our 
pioriiHl nr hanged r mirket of shortages into 
o'o (il uiiilusos which broughi immense 
benelit In thr r onsumt rs This ol course 
cit ateit it*- own difficulties for us because in 
thf vr ry i arly atages ot our development we 
hid to face highly competitive market 
t onditions against the well established 
companies which were in production for long 
and had Ihc benelit uf popular international 
brand names In the long term national 
■merest we decided to idopt a totally Indian 
brand name JK Tyre which had to light its 
way to establish itself 
(It) Power Crisis 

In the very second yt jr of its operations Ihe 
Coinpiny was tacerl with an unproi edt'nicd 
and tho worst ever power uisis in the State ol 
Rajasthan with very severe power cuts even 
uplo 100° lor prolonged period*^ Thio 
seriously atlocted the ron’piny s operations 
resulting in hf avy production and cish losso 
A ball ’ry ol diesel qcnenlinq sf Is had to bo 
urgently imported at enormous cost the lolai 
burden ol invesimeni on this acrount being 
Rs 8 crores The lob->olpiodiiction suffered by 
your Company on <ii count ol jjower has been 
ot the order of Rs 150 c rotes Besides due to 
ijt-neralion of electricity by diesel to such a 
large extent the Company has been burdened 
witfi extra cost which our competitois do not 
have to bear 

(mi) Increase in Capacity 

Despite these operational and financial 
constraints your Management took a bold 
decision to increase the production capacity in 
the interest ol long term viability and 
competitiveness The installed capacity was 
increased from 5 lakh nos lyres to 12 84 lakh 
nos lyres per annum by mobilising additional 
investment ol Ihe order cf Rs 50 crores This 
no doubt imposed its owe financial burdens but 
looking back it is clear that it was a wise and 
timely decision The turn around the Company 
has been able to make has been m no small 
meisure due to this augmentation ot capacity 
(tv) Vigorous arid Innovative Marketing 
Inc re ising the prcxluction capacity at that time 
called for a basic management decision as to 
V * ether v » va Id b” ab'e lo 'oll tho increased 
picxiiiclioii in a highly competitive market It 
was 1 turd decision to riake and I am happy 
thit tho confidence displayed by the 
management team m its ability to market Ihe 
products inspile of Ihe severe competition 
enabled the right decision to bo taken This 
called for strengthening and enlarging the 
marketing network which over the years has 
been expanded lo over 55 sales offices depots 
and thousand'' of deaiers throughout the 
length and breadth of Ihe country It also called 
for vigorous and innovative marketing strategy 
which focused on consumer satisfaction and 
service These efforts I am happy to state 
have yielded results and today JK Tyre is an 
established brand name occupying a leading 
position in Ihe industry covering a whole range 
uf tyres tor trucks buses light commercial 
vehicles tractors cars jeeps two wheelers 
animal drawn vehicles etc 


(v) Promised Exase Rebef Denied 

The Company made huge new investments on 
Ihe strength of excise duty reliefs announced 
by the Government of India lor certain 
industries mcludirq Tyrr Industry with a view 
to partially compensate the high investment 
cost of new units I am soiry to stale that Ihe 
lovcnment withdrew this Sf heme even 
before Its lull maturity pi r od tnus denying the 
Company the piomised relief-, on the basis of 
whi( 1 heavy investments were madr This 
indee'i was i casi of arbilra / ind iinjuslificd 
aolioii jisopaiifijing ifii very eiononnos of ttie 
iiivfcstmi-nl and imposing uliolanti il linannal 
•-Irain on Itii Comp iny 

(vi) Financial Commitments Fulfrited 
and Sizeable Contribution to the 
Exchequer 

In anti vlthe I heavy odds Ihe f ompany has 
lullilii d Its financial i omniitment' and paid Hs 
0 I rorr by way of n piyni' nl ol leim loinj 
ir d Hill II jt Ihirron lo Ihe TinaiUial 
In lit iliun and Bink-. Mor/ovii I 
conliihuli il H lUrrore tiltu Fxi hi giir i by 
w ly of f XII ji ind other I ixr 

(vii) Modern Technology 

I hi Conipiny ii'ts nil ol moili rn li i hiu logy 
tor Iht inanulat tun. d il produols Your 
Company ha > the br ni fi' of inflow ot Ihe latest 
technology Itoin ttc unowned Gtnfral Tire 
Inlermtioml ( ompany ol USA which apart 
from their own advanced Research & 
Development facilities have a worldwide tyre 
technology exchange link with leading tyre 
manufacturers of Europe and Japan At JK 
Tyre we give a great deal ot importance to 
adaptation ol these technijlogies lo Indian 
conditions through our own Research and 
Development 

POISED FOR GROWTH 

I am gratified to say that the Company has not 
only overc ome all the earlier challenges 
successfu ly but is today placed confidently td 
participate in tho future growth opportunities 
The Company s strength and confidence is 
based on its market standing for the high 
qualify of its product. technological 
capabilities and sound management 
With the signs of recovery i'’ the tyre market 
Ihe outlook for the current year is optimistic 
We plan to increase production in certain 
growth sectors in the held Jl tyres We also 
propose to diversity in new areas 
EXPORTS 

During the year 1985 8f the Company 
continued its export dnv ’ and achieved 
exports ot the order of Rs 4 12 crores - a pro 
rata increase of over 60°/o over Ihe previous 
period The Company exports to sophisticated 
markets like USA Canada USSR and others 
The Company has received 'he Special Expod 
Award ot the All India Rubber Industrie' 
Association 

RADIAL TYRES I 

As you know your Company was the iirst tt 
bring the wot Id s most advanced tyrt 
technology namely Radial Tyrss to India more 
than nine years ago Todsy Ihe Company 
makes the widest range of Mdials for a variety 
of cars LCVs and autorickshaws and enjoys a 
jire-eminent jDosition in Ihe country having 
successfully developed and marketed both 
Sieel Belied aiiu Fibiegiass Belted Radius 

RAW MATERIALS 

The import of natural rubber to bridge the ga 
between demand and suopty has had 




somewhat sobering effect on the indigenous 
prices though they continue to be at levels 
almost double of those prevailing in the 
international markets The decision to build up 
buffer stock of STC is n welcome step. 
However, it is suggested that the size of the 
buffer stock should be increased to cover at 
least a month s requirement of the industry 
which will go a long way in stabilising the 
domestic prices as also ensuring uninterrupted 
availability of Natural Rubber. 

Critical raw materials like SEIR. Polybutadiene 
and VP Latex have been shifted from OOL to 
Restricted Permissible Category seriously 
affecting the Tyre Industry ip particular and the 
Rubber Industry in general Tho Government 
should restore these items to OGL Category to 
enable the industry procure those vital raw 
materials without dilliculty 
POWER 

Inspite of the several measures taken by the 
Government to augment povrei supply, most of 
tho States specially Raiasthan, continue to 
experience acute power shortage. In addition 
to the tioavy cuts of long durations, 
unschodulorj power trippngs and heavy 
voltage tiucluations have been causing tiavoc 
lo the industrial units. Heavy reliance on 
c.iptivo diesel generated power has to bo 
made which is not only costly but also causes 
seiious drain on valuable for sign exchange. All 
out olturts must bo made for efficient 
management of existing power plants, for 
urgent completion of the new power projects, 
and for creation ot nal' jnal ;onsciousness for 
conservation ot power, without which the 
industrial production will be seriously impaired, 
leave alone attain the desired growth. It is high 
time that there is an equilsble distribution of 
tins scarce resource Ihrouch a National Grid 
amongst tho various stales as it is unfair that 
while some ol the States enjoy the benefit ot 
meeting substantial part of their power 
|i lequiremenis ■ others, such as Rajasthan, 
[ continue to suffer heavy shortages mainly due 
to lack of natural resources. 

COAL 

The quality of coal continues to be poor and the 
Railways are not able to provide adequate 
wagons for transportation. Consumjstion of 
coal In the country is expected to increase at 
an annual rate of 11 2% during the current plan 
period from 140 million tonnes in 1984-85 to 
235 million tonnes by 1989-90. By the turn of 
the century, consumption is likely to be three 
times the present level. Consumption in 1991- 
2000 is expected to be 417 million tonnes. 
Unless effective steps are taken to Improve the 
quality of coal and provide adequate railway 
wagons, the sufferings of the industry and the 
power houses will increase. Transportation by 
sea around coastal regions and internal 
waterways should also be exjjlored. 

NEW WORK ETHOS NEEDED 

The Prime Minister has been emphasising the 
need for India to emerge as an internationally 
competitive industrial nation To achieve this 
snd. the Government has initiated policies to 
encourage internal competition and, after long 
last, recognised the importance ol economies 
of scale If industrial products have to be made 
available to the Indian consumer at reasonable 
costs and if India has to succeed In exjsorts in 
highly competitive international markets, the 
trend towards Increasihgty high cosi economy 
will not only have'to be naltsd but reversed. It 
also affects the pace of our growrth. The 
answer lies in our clear understaming ol the 


basic economic reality that unit cost ol 
production must be reduced The labour cost 
per unit ol production which is a significant 
element of overall cost is becoming 
increasingly high due lo low productivity ol 
labour on the ono hand and over-manning ol 
the industrial units on the other It is of utmost 
importance that we build lull confidence in the 
proven thesis, that measures whicli seemingly 
reduce existing employment because of 
rationalisation to bring about cost reduction, 
will in tact lead to more jobs in not so long a run 
Similaily. the increase in ‘abour productivity 
would result in increased earnings for the work 
force and would not be detrimental to their 
interest The lower the cost ot manufacture 
more the sales and therefore higher the 
production resulting m increased growth and 
employment 

It IS unfortunate that despite a well established 
trade union movement and a gamut ol 
industrial relations laws, the loss due lo inter- 
union and inira-union rivalries as also 
indiscipline occupies a very high projjoilion el 
the total rtirfn days lost in India This is 
because of o/er-protection enjoyed by the 
laboui even in matters of indiscipline and the 
highly politicised structure and functioning ol 
our trade unions Those who depend upon oi 
derive benefit from the mactnnations on the 
laljour front, would do well to pause and think 
whether time tias not come lor them also lo 
change then course in tho interest ol labour. ;l 
not the nation gl large 

The challenge before the managements and 
the workmen is to imbibe a new spirit ot co¬ 
operation and dedication to the cause ol 
productivity, learning from the experiences of 
successful industrial societies like Japan and 
South Korea A now work ethos has to emerge 
if India IS to become an industrially viable and 
competitive society. With challenges we (ace 
from the devclojted countries because ol new 
and high technologies, these factors are 
assuming even more serious and threatening 
proportions, unless they are tackled with 
utmost urgency. 

ROAD TRANSPORT SECTOR - VITAL 
TO ECONOMY 

For a country of our size with millions ol our 
people living in the rural areas, the role and 
importance of road transport sector cannot be 
over-emphasised Every rupee invested in 
loads and road tiansport would yield returns 
many hundred times over, in terms ol 
generating employment, growth in Industrial 
and agricultural production, rural development 
and the economy as a whole. And yet. this vital 
sector has been allowed to sutler from gross 
neglect. 

In recent times, the very viability ol road 
transportation has been endangered by the 
high operating costs contributed in a large 
measure by the exorbitantly high incidence of 
excise duty and riher taxes on vehicles, tyres, 
diesel oil and spare parts. The poor condition 
of our roads reduces the life of lyres and 
vehicles, apart from wasting precious fuel 
estimated at a staggering figure of Rs. 500 
crores a year. The valuable transportation time 
lost due to delays at checkposts results in a 
further burden of nearly Rs. 1000 crores per 
year on the Road Transport Sector. It is 
necessary to take urgent steps, both short term 
and long term, to vitalise this industry In the 
national interest. 

There is no jusliflcalion whatsoever tor taxing 
lyres as a luxury item since it is an essential 
commodity for transportation of tho common 


HIGHLIGHTS 

e SHRI RAJIV GANDHI, DYNAMIC 
PRIME MINISTER, STRIVING TO 
BRING MODERNITY OF THOUGHT 
IN ALL SPHERES. HAS 
SUCCEEDED IN CREATING A NEW 
MOOD OF ENTHUSIASM FOR 
RAPID INDUSTRIALISATION, 

• SALES AND OTHER INCOME 
TOUCHED A NEW RECORD OF 

RS 209 CRORES-AN INCREASE OF 
35 PER CENT. GROSS PROFITS 
RS 19.67 CRORES, 

• EQUITY DIVIDEND OF 10PFRCENT, 

• J K TYRE NOW A WELL 
ESTABLISHED BRAND NAME 
OCCUPYING A LEADING POSITION 
IN THE INDUSTRY COVERING A 
WHOLE RANGE OF TYRES FOR 
DIFFERENT USES. 

• COMPANY HAVING OVERCOME 
FORMIDABLE CHALLENGES IS 
POISED FOB GROWTH- 
PROPOSES TO DIVERSIFY INTO 
NEW AREAS 

e EXPORTS REGISTER 60 PER CENT 
INCREASE, 

e CONTRIBUTION TO THE 
EXCHEQUER RS 443 CRORES 
SINCE COMMENCEMENT OF 
OPERATIONS. 

e NEW WORK ETHOS NEEDED, 

e ROAD TRANSPORT SECTOR- 
VITAL TO ECONOMY. URGENT 
STEPS NEEDED FOR ITS 
DEVELOPMENT: 

e NO JUSTIFICATION FOR TAXING 
TYRES, AN ESSENTIAL 
COMMODITY, AS A LUXURY ITEM 


man and his goods I would strongly urge the 
Gove-nment to reduce excise duty on tyres lo 
reasonable levels This would help the tyre 
prices to come down and give some relief tc 
the Road Transport Sectoi. 

APPRECIATION 

would like to exjiress cur giat'tude to itic 
Promoters, the Financial Institutions and 
Banks who li.we given then whole-hearted 
support and co-opeiaiion lo the Company 
throughout Tho continuing l Onfidence ol ihe 
dealers ana above all the tusioiner.s in the 
Company and its products has been a source 
of strength The untlmrhing dedication and 
hard work pot m bv your Managing Director 
and his team of executives stall and workeis 
during this penoo are commendab's I am sure 
you would wish me to place on record your 
appreciation of then sustained endeavours I 
.also thank the Government ot India the 
Government of Rajasthan and our Technical 
Collaborators-General liie International 

Company, USA lor then continued co¬ 
operation 
OBITUARY 

I am sorry that a dear colleague on the Board 
Shri J.P. Kacker. nominee Director of IFCI, left 
for his heavenly abode on 21st May. 19^ I 
recall with appreciation the valuable services 
rendered by him during his tenure. May his 
soul test in peace 

NOTE : 

This does not purport to be a record of Ihe 
proceedings of Ihe Annual General Meeting 
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Electoral Politics and People’s Movements 

Sharit K Bhowmik 

Electoral Politics in North East India by S K Chaube; University Press, 
Madras (distributed by Orient Longman), 1985; pp ix + 236, Rs 65. 
Domination and Dissent: Peasants and Politics by Javed Alam; Mandira, 
Calcutta (distributed by IBH), 1985; pp xi + 170, Rs 95. 


THE 1977 gmerai elections marked a break 
in the uninterrupted rule of the Congres,s 
since independence. Since it created a major 
upheaval in Indian politics its study would 
be of immense use to social scientists, re¬ 
searchers and political analysts in the future. 
Fortunately, the ICSSR had this foresight 
and soon after the elections were announced 
it encouraged a number of social scientists 
to undertake in-depth studies based on 
regions or states. The two books under 
review are a result of this and on reading 
them one can see that the ICSSR’s efforts 
have not been wasted. Javed Aiam's book 
Ls a study of electoral politics in Himachal 
Pradesh and S K Chaube's book deals with 
the states and union territories of the north¬ 
east. Both authors have enlarged and altered 
their research projects whereby the objective 
has been shifted from a study of elections 
and electoral politics to a broader canvas 
where the social and political factors 
involved in shaping peoples movements have 
been discussed and their bearing on the 
electoral process has been analysed. 

Chaube’s book is an engrossing study of 
elections and their political impact in the 
north-eastern region. Hie ‘Janata wave' had 
very little effect in this region in the' 1977 
parliamentary elections and the Congress 
managed to retain its hold. This was mainly 
due to isolation of the region from the major 
political currents in the rest of the country. 
The opposition here, which included a 
number of regional parties, was divided and 
this helped the Congress. The Janata’s 
strength in the rest of the country lay in its 
ability to merge the major non-communist 
opposition parties into a single party so as 
to prevent vote splitting. Such a process did 
not take place in the north-east because the 
Janata was unable to influence local parties. 
Moreover, the more brutal aspects of the 
Emergency, such as forcible sterilisation and 
demolition, were more or less absent here. 
Hence^ the issues before the electorate in the 
rest of the country were not as important to 
the electorate in the north-east. In the 
ensuing assembly elections, however, the 
trend changed and the Congress lost its 
majority in all the states and union 
territories. 

Political processes in North-East 

Though Chaube's focus is the 1977 
parliameiuary elections, he describes and 
analyses the various factors which have 
shaped the political processes in the north¬ 
east. His opening chapter provides an excel¬ 
lent summary of politics in the region. He 
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has very concisely described the economic 
and social diversities in the region and their 
impact on politics. The politics of the hills 
and the plains form two distinct trends in 
this region. As political parties in the hills 
(which now comprise Mizoram, Nagaland, 
Arunachal Pradesh, hill areas of Manipur 
and the districts of North Cachar Hills and 
Karbi Angiong in Assam) were taboo during 
the pre-independence days, these areas had 
been unaffected by the national parties such 
as the Congress or the Communist Party of 
India. As a result, after independence a 
number of local parochial parties came to 
dominate the hills. The Congress tried to 
create its base by absorbing these parties in 
its fold, which in turn lead to factional 
rivalries within these parties, namely, those 
in favour of merger and those against. This 
resulted in political horse-trading which can 
be found even now in these states. In Assam 
and Manipur too the Congress depended on 
factional rivalries and defection for swelling 
its ranks, especially at the cost of the 
socialist parties. In TVipura, its “fortunes 
were dependent on the (its) equation with 
the local Raja” (p 18). 

Chaube has dealt with each of the seven 
states or union territories (UTk) in separate 
chapters. The various factors which influen¬ 
ced the political processes in speciftc situa¬ 
tions are very informative and they make 
interesting reading. In most of these states 
or Ulk the coalition or opposition between 
the different tribal groups can decide the fate 
of an election. The two exceptions are Assam 
and Tripura, but for different reasons. 
IViputa appears to be politically more 
matured than the other ^units because the 
electorate does not seem to be divided on 
ethnic lines alone but on more real political 
issues. The communist movement, which has 
a wide base only in this state, has been 
mainly responsible for this because it has 
been able to raise issues which go beyond 
local, tribal or ethnic problems. The com¬ 
munists have been able to cut across the 
tribal-ethnic boundaries and raise more 
important issues relating to development and 
class formation. Factional rivalries within 
the Congress helped in veering the voters 
towards the communists. Though the 
CPI(M) suffered a disastrous defeat in the 
1977 parliamentary elections when its future 
chief minister, Nripen Chakravarty and 
future deputy chief minister, Dasrath Deb, 
were defeated by the CFD and the Congress 
respectively, the assembly elections a year 
later, where it won ail but five seats, showed 
that its base was still safe. 
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Assam, as mentioned earlier, is the other 
exception, in the sense that tribal loyalties 
are not very important in determining the 
outcome of elections. However, caste and 
ethnic factors are as important here as tribes 
are in the other units. Polarisation of the 
electorate on ethnic, religious and linguistic 
bases have helped the non-communist 
parties in retaining their hold. The Congress 
was able to win 10 of the 14 parliamentary 
constituencies becauses of the support it got 
from the Assamese Hindus and the Muslim 
minority in the Brahmaputra Valley. The 
Janata on the other hand was able to wean 
away the business community and the plains 
tribes from the Congress. Factionalism 
within the INTUC helped the Janata in 
getting a large section of the tea garden 
labour votes in the Ibzpur constituency 
(p 66). I'hc non-Assamese urban middle 
class in the entire state voted Janata, though 
in the Bengali majority Cachar district 
(Surma Valley) the rural dectoratefs support 
of the Congress ensured its victory. Chaube 
notes that “all the assembly .segments of the 
fourteen ix)k Sabha Constituencies with a 
high urban population, except Nowgong, 
Golaghat and Sibsagar in central Brahma¬ 
putra Valley, supported the Janata alliance. 
These three being chiefly administrative 
towns have largely retain^ the Assamese 
ethnicity, while the predominantly com¬ 
mercial town of Jorhat, in the same part, 
is more cosmopolitan and supported the 
Janata” (p 65). 

Earlier, Chaube makes an interesting 
observation on the role of land reforms in 
Assam. The landed gentry was unhappy over 
the land acquisition drive of the pre-1977 
Sarat Sinha government. His analysis shows 
that “six of the twenty sub-divisions... take 
54 per cent of the share of the total indi¬ 
vidual lands acquired by the government. 
These sub-divisions constituted the Janata 
belt... comprising the constituencies of 
Dhubri, Kokiajhar, Cauhati and Tfezpur. The 
sub-divisions of Nalbari and Barpeta, which 
largely constituted the Barpeta constituency, 
show a modest amount of acquisition. 
Barpeta was the only constituency in lower 
Assam where the Congress won" (p 27). The 
author at the same time maintains that land 
acquisition may not be the sole factor in 
deciding election issues but it did influence 
the voters in the rural areas where the 
Congress had its traditional base. He notes 
that “It is quite possible that, in the absence 
of large-scale acquisition of private land in 
upper Assam, disenchantment with the 
Congress rule remained largely confined to 
the poorer section of the owner-cultivator 
peasant, wluie its presence in lower Assam 
antagonised the rich peasantry there toa A 
ray of hope may, on the other hand, have 
enthused the share-croppers and the agri¬ 
cultural labour, uniformly, to vote for the 
Congress” (p KX)). 

In Nagaland, the two main local parties 
were the Naga National Organisation (NNO) 
and the United Democratic Front (UDF). 
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The main division here was in the stress on 
peace and development by the former and 
the need to teach an understanding with the 
underground factions, by the latter. Tribal 
divisions were of course another aspect. The 
NNO leader Hokise Serna (who is, inciden¬ 
tally, the present chief minister) was able to 
wean away the powerful Serna tribe from the 
Phizoites. The DDF had the support of the 
Angami (Phizo’s tribe) and Ao which are 
two other major tribes in the state. The 
NNO’s merger with the Congress a year 
before .the elections upset several of its 
followers because they felt that their identity 
would be swamped. The Ao leaders of NNO 
disapproved of this strongly (p 171). This 
seated the NNO fate in the elections. The 
Janata was more discrete because it backed 
Rano Shaiza (Phizo’s niece and UDF can¬ 
didate who won) without coming in the 
forefront. It was also able to get the support 
of the commercial community in Dimapur 
which tilted the balance in favour of the 
UDF (p 170). Shaiza herself had her share 
of adverse publicity because of her marriage 
to a Thnkhul (a more advanced Naga tribe 
settled in Manipur Hills). A section of the 
Ao and Serna leadership advocated that her 
election would mean Thnkhul domination in 
Nagaland politics (p 167). Chaube observes 
that though the Congress lost, the 1977 
election was hardly different from the earlier 
one. “The Congress-UDF rivalry was mainly 
divided on ethnic lines. The minorities as 
well as those Naga tribes which had opposed 
the Angami dominance voted for the 
Congress” (p 170). 

Chaube’s accounts of the elections in 
Manipur, Meghalaya, Mizoram and Naga¬ 
land show' how political manipulations, 
defections and horse-trading have paid 
political dividends to the winning can¬ 
didates. The data which he has presented 
and his analysis are thorough but very 
disturbing. It saddens one to see that though 
political parties have entered most of these 
areas at a fairly late stage, they have lost no 
time in corrupting the simple people of this 
region through monetary and other induce¬ 
ments. In most cases, religious, ethnic and 
tribal divisions are encouraged as these 
provide vote banks for the political parties. 
The presence of the nation^ parties such as 
Congre.ss and Janata have, at times, only 
helped in furthering these divisions. 

Alam’s study is in some ways a contrast 
to that of Chaube's, especially in terms of 
approach and treatment of the problem. 
Chaube’s book gives an impression of a 
neutral scholar studying a phenomenon. 
Alam’s book, on the other hand, shows a 
passionate involvement in the political 
turmoil of 1977. This approach does not 
necessarily undermine his scholarship 
because partisanship in research does not 
always indicate distortion of facts. Alam 
proves this to a certain extent because on 
reading his book it becomes quite obvious 
where his sympathies lie but he has not tried 
to gloss over the flaws in the Janata victory. 


1977: A PEASANT RtVOl.T? 

The first two chapters of the book analyse 
the position of the 1977 elections in the 
broad perspective of popular movements in 
the country. This election is seen as a 
mani^tation of the pea.sant$ in their revolt 
against an authoritarian regime. The author 
states , that “whenever a conjunction of 
circumstances created an opening, the 
subdued resistance of the peasantry assumed 
the form of open defiance; often in the 
shape of revolts. In that sense, this election 
seems to be more a part of the chain of 
recurring, episodic peasant revolts in India” 
(p 5). He therefore studies the phenomenon 
from the bottom, namely, by analysing 
people’s movements in the 1971-77 period 
instead of delving into the ups and downs 
of various political parlies or leaders or 
viewing the Janata wave as the appeal of the 
elites to the people to restore democracy, as 
other political scientists have done. This 
approach of Alam’s is very significant 
because he tries to establish, firstly, that the 
seemingly backward illiterate masses do also 
think and they are not always blind followers 
of the elites. Secondly, he is on a sounder 
footing to understand the aspirations of the 
people and why they act in a particular 
manner in certain circumstances. He is also 
able to realistically assess the contradictions 
between the people’s aspirations and those 
of the elite leadership who benefit from these 
movements in the short run. 

The mass movements, agitations and 
strikes in the 1971-77 period showed people’s 
discontent but they were led by the non¬ 
communist opposition leaders who were 
mainly from the ruling classes. These move¬ 
ments were different from the earlier 
communist-led movements because though 
these were domocratic movements “their aim 
was certainly not to undermine the class 
basis of the Indian state” (p 7). This is 
perhaps where the gap between the people’s 
aspirations and the objectives of the political 
parties leading them widened. However, 
Alam’s analysis shows that in 1977 the 
people preferred one form of bourgeois 
leadership over the other because it appeared 
less authoritarian. He substantiates his 
argument by showing that when the opposi¬ 
tion parties were unable to organise the 
people to fight against authoritarianism they 
did so on their own at the village leavel. “The 
cracks in the structure of the mechanisms 
of class rule became many openings that 
were filled by people mobilising themselves, 
campaigning, expressing widespread and 
uniform dissent” (p 23). This form of 
militancy, as he points out earlier, is sporadic 
and localised. Hence even though it has 
tremendous potential of shaping into a sus¬ 
tained revolutionary struggle, it fails to do 
so because “the dissent and opposition- 
resistance of the oppressed and atploited 
people take on an unorganised, disguised 
form in localised areas, and do not get linked 
up with one another into an open defiance 
of authority” (p 5). 

Alam’s analysis underlines the need for a 


genuine left movement which would be able 
to give proper shape to the aspirmions of the 
oppressed. Unless this happens, the ruling 
classes will continue to utilise people’s 
movements for their own political ends. This 
becomes all the more necessary in a state like 
Himachal Pradesh where pre-capitalist 
ideologies have a deep influence on the 
people and “the dominant classes... control 

. .even the non-political institutions in 
.society” (p I4S). As a result, though the 
common people aspire for some sort of 
change which will ease their problems, they 
do not ncccs.sarily show a commitment for 
radical change. One can rightly conclude 
that the absence of a radical ideology, which 
is evident from the near non-existence of 
communist parties here, limit the voting 
choices of the people to different shades of 
bourgeois parties. 

The major drawback in Alam’s analysis 
lies in his overenthusiastic support of the 
Janata wave. It somehow appears inedn- 
gruent to his Marxist approach. In his 
attempt (p 143) to analyse the Janata victory 
as exceptional in Indian politics he overlooks 
.some of the data which he has presented. 
For instance, the use of Hindu religious insti¬ 
tutions for propagating the Janata as seen 
in the devlas and dei'is of the temples predic¬ 
ting its victory (p 54) would give a communal 
slant and tdso alienate the Muslims. The 
landlords too were irked by the land reform 
measures undertaken by the Congress during 
Emergency (pp 45-46), especially since the 
land was to be given to Harijans, and they 
turned anti-Congress. This point is made in 
a more realistic manner by Chaube on 
Assam, but Alam somehow overlooks its 
significance and instead states that “the way 
the entire land distribution operation was 
undertaken resulted in the creation of hope 
and aspiration and their eventual frustra¬ 
tion” (p 46). This does not seem likely 
because on page 111 he notes that “those 
sections among the Harijans who have 
something to do with land—sharecroppers, 
small landowners, agricultural labourers, 
and those who were new allotees of land 
under the 20-point programme-—had a clear 
indication towards the Congress party”. 
Again, his elaborate explanation of the 
oppressed organising themselves in defeating 
the Congress is contradicted hy his findings 
which show that students and educated 
youth were “the most important carriers of 
the ideas of the Janata party to the people 
at large, with teachers and government 
employees.. .coming next. This was followed 
by businessmen, traders and shopkeepers... 
and lastly, lawyers... ” (p 59). Would this 
not imply that the middle class played an 
important role in (he elections rather than 
the self-organisation of the poor? 

Nonetheless, the book is an important 
contribution to the study of electoral 
politics. Of the two books, Chaube's gives 
one the impression of a more mature and 
balanced work, but Alam’s work too is 
significant in explaining political behaviour. 
In fact, both books have their own merits 
and should be of interest to social scioitists. 
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Development of Sociology in India 

An Overview 


M N Srinivas 


Sociology and social anthropology succeeded in establishing themselves as disciplines in India in the years 
following the end of World War /, despite an unfavourable academic environment. 

The academic elite in pre-independence Inida had all the prejudices of their colonial masters; sociology was 
looked down upon by British-trained or British-oriented Indian academics because British academics looked down 
upon it. The prejudice against anthropology went even deeper. Nationalist Indians felt that to he studied by an¬ 
thropologists was to be condemned as primitives. Also, in nationalist circles, anthropologists, usually non-Indians, 
were associated with the veiw that tribals should be kept isolated from the mainstream, and this was regarded 
as a part of the wider policy of ‘divide and rule' of the British rulers. 

The atmosphere for the social sciences changed noticeably in the years following independence. The new Indian 
state’s commitment to economic development through centralised planning, its banning of the practice of 
untouchability and the introduction of measures for protective discrimination in favour of the untouchables and 
tribals, and in a lesser way, of the other socially and educationally backward classes, made it an ally of the social 
sciences, including sociology and social anthropology. 

One of the signs of the progress achieved in sociology and social anthropology is to be found in the increasing 
tendency towards specialisation. Apart from the older division of sociology into rural, urban and industrial sociology, 
new areas have rapidly established themselves, viz, political sociology, sociology of kinship sociology of professions, 
developmental sociology and women’s studies, to name a few. In each of these areas, the best work has combined 
careful empirical yvork with theory so that the two form a single, seamless whole. 


I r ik clear that nolhing like a comprehen- 
sjve surve>’ of the discipline of sociology 
(and social anthropology) in India is pos¬ 
sible in a brief paper. What follows is, I fear, 
a cursory, and perhaps even idiosyncratic, 
view of its development. Those who would 
like to have a fuller and more thorough idea 
of the subject would be well advised to go 
to the papers and monographs that already 
exist, including the latest, “Indian Sociology; 
Assessments and Introspections’’, edited by 
I’ N Mukherji and T K Oommen (New 
Delhi, 1986). It may be in order to remark 
here that a full and authoritative study of 
the development of sociology (and social 
anthropology) remains to be written: that 
will call for original research into the 
archives of the universities pf Calcutta, 
Bombay, Lucknow. Mysore, Osmania and 
Sagar which were among the earliest to teach 
the subject. 

Laris Indian thinkers speculated abund¬ 
antly about the origins of civil society and. 
its management, the ideal kind of relation¬ 
ship that should prevail between religious 
forces as represented by the Brahmin, on the 
one hand, and secular forces as represented 
by the king, on the other, and other kindred 
matters; but a systematic history of Indian 
social thought is yet to be written. The 
writing of such a history, a task eminently 
worth performing, will call for prodigious 
scholarship, a thorough knowledge of 
ancient, medieval and modern India as well 
as an intimate knowledge of modern 
sociology, social anthropology, and social 
and pcriitical theory. 

Coming io recent times, there is no doubt 
that tHe indo-British encounter was in many 


ways conducive to the growth of .sociology 
and social anthropology. For the first time 
in its history, the entire Indian sub-continent, 
if not the whole of South Asia, came unde 
a single power. The gradual incorporation 
of the Indian economy into the imperial 
economy, the development of communica¬ 
tions, the introduction of British law courts 
based on the concept of equality of all 
before the law (more often in theory than 
in fact), the new educational institutions 
teaching new knowledge in English, the new 
employment and mobility opportunities pro¬ 
vided by the construction of the railways and 
new towns, and in the army, bureaucracy, 
schools and hospitals, etc, all laid the 
foundations for the eventual emergence of 
modern states in south Asia. The conquest 
of their country by an alien power was 
humiliating to politically-conscious Indians 
whose numbers increased with the develop¬ 
ment of communications and the spread of 
education. Such humiliation was com¬ 
pounded by the racial arroganc-e of the 
rulers, and by European missionary attacks 
on Indian religions, in particular. Hinduism, 
and on Indian customs and way of life. This 
forced educated Indians to reflect critically 
on their institutions and way of life, to try 
and discard what appeared to them to be in¬ 
defensible, and to salvage and reinterpret 
what they regarded as worth salvaging. A 
critical attitude towards their culture and 
social institutions, and an interest in their 
history, were the inevitable result. 

It is in this context that the systematic 
uncovering of India’s hoary and great past 
by Western, or Western-stimulated Indian 
scholarship, played a crucial role in fuelling 

Eeonomir ind PoUliral Wcvkly 
. Vol XXII. No 4, imuny 24. 19(7 


Indian nationalism. The past proved to be ' 
a balm to the nation’s soul bruised by alien 
conquest. II gave the new educated classes 
a sense of pride and self-respect, and the 
si length and determination to rebuild their 
society and culture on new principles. 

I'he nineteenth century was a period when 
British officials, travellers and missionaries 
collected a considerable quantity of basic 
information on the character and resources 
of the country they had conquered, its 
people, ecology, agriculture, land revenue, 
and finally, on such regional problems as 
hypergamy and suttee in Bengal, female 
inf^anticide in Gujarat and other regions of 
western India, and thuggee in central India. 
The information collect^ was ostensibly to 
meet administrative needs, but some of the 
administrators clearly went beyond the call 
of duly, giving free rein to their curiosity and 
their writings are invaluable to those who 
wish to try and understand Indian society 
and culture. 

The next stage in data collection began 
with the starting of the census in 1871 which 
became increasingly complex and elaborate 
with each passing decade The Ethnograpluc 
Survey ol India, established at the beginning 
of this century, led to the compilation of the 
district ga/ciieers, the Imperial Gazetteer of 
India, and the many volumes on ihe tribes 
and castes of the different regions of India. 
There was also the Linguistic Survey of' 
India, providing information on the many 
languages and dialects of the sub-continent, 
and their inter-relationships. Professional 
anthropologists were the last to join the 
band of daia-collectors, and W H R Rivers 
was the first of them, producing his monu- 
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mental study of the Ibdas of the Nilgiris in 
the first decade of this century. 

SOCIOLOGV AND SOCIAL ANTHROPOIOGY 

This may be the place to mention the fact 
that Indian sociologists and social anthro¬ 
pologists are unable, at least ip their em¬ 
pirical work, to draw a sharp line between 
the two disciplines. Churye, one of the most 
distinguished and prolific of them, in a pro¬ 
fessional career lasting over six decades, 
wrote on topics as divergent as the line of 
succession of Mahabharata kiitgs, the 
disposal of human placenta m different 
regions of the country, Indo-European 
kinship, caste and racev socio-economic con¬ 
ditions of the tribals in central India, Indian 
cities, and finally, just before his death at 
the age of 91, on problems of nation- 
building in north-east India. He also wrote 
a long critique of one of the Kinsey reports: 

I think it was on the sexual behaviour of the 
American female. 

Other senior scholars such as Radhakamal 
Mukherjee, N A Thoolhi, D N Majumdar, 
N k Bose, Iravati Karve. and A Aiyappan, 
each wrote on the themes which he or 
she considered interesting or important 
without bothering whether it lay within 
social anthropology or sociology. Some 
foreign scholars who have spent their lives 
specialising on India such as J H Hutton, 
O G Mandelbaum and M B Emeneau haVe 
also refused to make a sharp distinction 
between the two disciplines. 

It is relevant to point out here that the 
character of Indian society and culture is 
such that it does not encourage the erection 
Qf barriers between sociology and social 
anthropology. India is a vast country, with 
considerable ethnic, linguistic, regional, 
religious and other cultural diversity. It is a 
highly stratified society, stratified along the 
lines of caste as well as class. It is also a 
society of strong traditions some of which 
go back to Vedic if not earlier times. There 
are certain features of this culture which are 
pan-Indian and which have penetrated even 
seemingly isolated communities living in the 
forested mountains. Thus, tribal folk living 
in central India, in the basin of the river 
Narmada, had contact with Hindu pilgrims 
who circumambulated the sacred river, from 
source to mouth, for obtaining religious 
merit. Not many know that the Mizos have 
their own version of the Ramayana. The 
Ibdas inhabiting the high Nilgiri mountains 
in the South used to visit the great shrine 
to Shiva at the town of Naitjangud near 
. Mysore, again in pilgrimage The four ethnic 
groups inhabiting the Nilgiri mountains, 
Ibdas, Badagas, Kotas and Kurumbas seem 
to have arranged their mutual relations using 
a rough-and-ready model of the varno 
system. Such use of the vama model to 
regulate inter-ethnic |elations in frontier 
areas has also ocoiritd else'^ete, as for 
instance in the I&maon region in the 
Himalayas. It is appropriate to recall here 


that at the grass roots level caste is a System ’ 
of division of labour linked to the produc¬ 
tion of the basic cn>|>s and other necessities. 
Protest movements against the inequality 
and inhumanity of the caste system, which 
occurred throughout Indian history and in 
every part of the country, have failed to bring 
about an equalitarian order because they all 
leP the grass roots production system 
unalteibd. Intrusive religions such as 
Christianity and Islam also left the essen¬ 
tially hierarchical socio-productive system 
untouched which resulted in a big hiatus 
between their professions and practice. In 
spite of thi.s, however, statements are made 
that Indian Christianity and Islam are 
egalitarian unlike Hinduism. 

It is not only that historically many tribes 
have been transformed into castes in the 
Hindu social system but there also exist 
cultural affinities between castes and tribes, 
lb mention one example: The ideas of purity 
and impurity which lie at the heart of tradi¬ 
tional Hindu culture, regulating contact 
between castes in a variety of areas such as 
acceptance of food and drink, and the 
choice of occupation, and for all castes in 
life-cycle crises and daily life, are also signi¬ 
ficant in tribal life and culture. In other 
words, there are 'continuities' between tribes 
and castes in a few areas, and drawing a 
sharp cultural line between the two does 
violence to reality. But there are also signi¬ 
ficant discontinuities which are becoming 
more pronounced in recent years. 

Unfavourable Environment 

In the years following the end of World 
War 1, sociology and social anthropol'^gy 
succeeded in establishing themselves as 
disciplines in India despite an unfavourable 
academic environment. The academic elite 
in pre-independence India had all the pre¬ 
judices of their colonial masters; sociology 
was looked down upon by British-trained or 
British-oriented Indian academics because 
British academics looked down upon it. 

The prejudice against anthropology went 
even deeper, and was based on different gro¬ 
unds. The pre-independence years were mar¬ 
keted by strong nationalism which was fed by 
the growing conflict between the leaders of the 
freedom struggle and the British ruling elite. 
Nationalist Indians felt that to be studied 
by anthropologists was to be condemned 
as primitives just as being studied by 
Sanskritists, philosophers or archaeologists 
was to be regarded as civilised. During my 
student days in the early forties, when 1 was 
out in Vijayawada for collecting ethno¬ 
graphical material, a local lawyer nearly 
assaulted me saying, “Please get out. We 
have no customs.” 

Further, the efforts of the British govern¬ 
ment to separate the tribals from the rest of 
the population, and to keep the tribal areas 
under their exclusive control in contrast to 
the areas inhabited by the non-tribals, roused 
the antagonism of the nationalist leaders. In 


nationalist circles, anthropologists, usually 
non-Indians, were associated with the view 
that tribals should be kept isolated from the 
mainstream, and this was regarded as a part 
of the wider policy of ‘divide and rul^ of 
the British rtders. 

In a word, the pre-independence climate 
of opinion, whether academic or general, 
was far from favourable for teaching and 
research in sociology and social anthro¬ 
pology, and funds for research were almost 
non-existent. But, in spite of such dis¬ 
couraging circumstances, a small band of 
dedicated scholars at the universities of 
Bombay, Calcutta, Lucknow, Osmania and 
Mysore laid the foundations of teaching and 
research in these disciplines, and trained a 
body of younger scholars who were to lake 
their places in the post-independence years. 
All the teachers, excepting G S Ghurye and 
N A Thoothi at Bombay, had very heavy 
teaching loads, research was not at all 
regarded as an essential activity of theirs, 
and even where the conducting of research 
was recognised as essential, funds, library 
facilities, and research assistance, were non¬ 
existent. Worse, the number of teaching 
posts existing in the country were very few, 
and those who took up sociology or anthro¬ 
pology as a serious subject of study had very 
little chance of Bnding a job suited to their 
talents and training. 

Sociologists and social anthropologists of 
the pre-independence period were all 
nationalists, being witnesses to the freedom 
struggle under the leadership of Tilak, 
Gandhi and Nehru. But only a few of them, 
like N K Bose in Calcutta, took active part 
in the freedom struggle. Bose was also one 
of Gandhi’s secretaries during Gandhi's 
peace march through Noakhali in Bangladesh 
in 1947. But the nationalism of these 
scholars did not make them blind followers 
of Gandhi or the Congress. 

Martdsm has been an important influence 
politically and intellectually since at least the 
late twenties, and in the thirties there were 
a few sociologists who were Marxists. They 
were critical of Gandhi and the Indian 
national congress, but sympathetic to Nehru. 
But whether nationalists or Marxists they 
were alt critical of contemporary society and 
culture and wanted changes to be introduced 
in it. 

Changed Setting 

The atmosphere for the social sciences 
changed noticeably in the years following the 
advent of independence. The new Indian 
state’s commitment to economic develop¬ 
ment through centralised planning, its ban¬ 
ning of the practice of untouchabiUty and 
the Introduction of measiues of protective 
discrimirution in favour of the untouchables 
and tribals, and in a lesser way, of the other 
socially and educationally backward classes, 
made it an ally of tlw sociad sciences, 
inqIucUng sociology and social anthropology. 

The demaiid for education, including 
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higher education, increased sharply in the 
post-independence years, and new univer¬ 
sities capie into existence to meet the 
demand. A few tribal research institutes were 
founded in the states having a laige propor¬ 
tion of tribals, and much later came the 
social science research institutes located in 
different parts of the country. Ail this 
increased job opportunities for social scien¬ 
tists, though economists were the biggest 
beneficiaries of the new boom. 

The policy of the government to promote 
development and carry social welfare to the 
weaker sections of the society, most of 
whom lived in the villages, created an ever¬ 
growing hunger for information which was 
sought to be met by its many agencies in¬ 
cluding the National Planning Commission, 
and by organisations such as the Indian 
Statistical Institute, the universities, research 
institutes and voluntary associations. Hordes 
of investigators were sent out to the country¬ 
side armed with questionnaires. The Indian 
peasant could no longer complain of 
neglect. For instance, in the mid-fifties the 
Programme Evaluation Organisation of the 
Planning Commission sent out an immense 
questionnaire to be canvassed among 
villagers by its employees in the various 
regional offices. In Mandya district in south 
India, the very sight of this questionnaire 
was enough to induce peasants to take to 
their heels as they had done historically to 
escape rapacious tax-collectors and free¬ 
booters on the rampage. During the last 
thirty years or more, the Indian peasant has 
learnt to accept answering questionnaires as 
one of the new hazards of his life. 

Implicit in the new encouragement of the 
social sciences was an assumption that they 
were essential for transforming India into a 
modern, domocratic, egalitarian and pros¬ 
perous state. The model for the social 
sciences was readily provided by economics, 
which occupied a premier place, and whose 
importance increased further with centra¬ 
lised planning, with the determination of the 
government to control the “commanding 
heights of the economy”, and with the pro¬ 
liferation of controls. Adult franchise, a 
highly complex electoral system, and India’s 
projection of a high profile in world affairs, 
all increased the importance of political 
science, international relations, and recent' 
history. But sociology and social anthro¬ 
pology did not have any such strong claims 
and could only win public recognition very 
slowly. 

It was during the post-independence 
period that certain theoretical stances 
emerged clearly in Indian sociology and 
.social anthropology. The first to appear on 
the scene was structural-functionalism 
derived from British social anthropology. It 
arrived not as a body of clearly formulated 
and closely-knit theoretical principles but 
indirectly, through the kind of field-work it 
gave rise to,< intensive; with ‘thick’ descrip¬ 
tion, and analysis derived from that derorip- 


tion, dealing with one or other aspect of a 
local community, but viewed against the 
total social structure 'The fifties and sixties 
saw the publication of monographs and 
essays on various aspects of tribal, rural and 
urban life in different pans of the country 
and also on different aspects of Indian 
culture, religion and society. (There was a 
convergence between these studies and those 
made by American cultural anthropologists 
in India.) A new levd of information made 
possible a deeper analysis laying bare inter¬ 
connections. not perceived before. This 
resulted in a deeper understanding of the 
microcosm studied, and gave insights into 
its nature as exemplified in concepts such as 
'Sanskritisation', 'westernisation', ‘dominant 
caste’, and ‘universalisation-parochialisa- 
tion’. They also enhanced our understanding 
of historical processes. 

As I have already remarked, one of the 
results of the Indo-British impact was a 
quickened interest in their institutions and 
culture on the part of the educated classes, 
and this had many and not always mutually 
consistent reactions. One of them resulted 
in scholars trying to provide modern- 
sounding, seemingly-rational explanations 
for old customs. This trend is not yet extant 
but surfaces on occasion. Another type of 
explanation of customs invariably took the 
fortp of tracing their origins cither to the 
Vedas (the earliest literary outpourings of 
Indo-Aryan ancestors which were reduced to 
writing much later), to the law-giver Manu, 
or merely to an unspecified ancient past. 
This is admittedly a rough and ready, and 
perhaps not totally fair, description of what 
was happening but it will suffice to make 
my point that the new structural-functiona¬ 
lism with its insistence on explanation of a 
social institution by reference to other 
features of the social system of which it 
formed a part, came as a shock to these 
traditional-minded scholars. This phase did 
not last long, however, as the more open- 
minded sociologists realised that in the study 
of so ancient and complex a society as India, 
the history of an institution was relevant even 
in understanding its current function, not to 
mention its importance as invaluable data 
regarding the past. A few sociologists went 
further and reconstructed the history of 
institutions and ideas they were interested in, 
and a few historians tried to look' at their 
material like sociologists, laying the founda¬ 
tions for an exciting dialogue later. 

Soon, a reaaion set in a few places against 
structural-functionalism, in particular, 
again.st studies of individual villages, and 
indeed, against intensive field-work itself. 
The objection to intensive field-work came 
from several quarters including those who 
were used to survey research, where low-level 
assistants did all the legwork leaving the 
brainwork to the director and a small coterie 
around him. Survey-research, with its 
‘macro’ spread, was believed to help politi¬ 
cians and administrators in bringing about 


planned change. The reliability of the data 
collected, especially in the big surveys, is 
only now beginning to be questioned 
seriously, and in a wider social and cultural 
context. The devotees of survey-research are; 
understandably, the sharpest critics of inten¬ 
sive field-work: “What use is a single village 
study?” is a question that is frequently asked 
in India. The question assumes that the only 
aim of social science research is to do what 
the administrator or planner regards as 
useful. That the social scientist also has an 
obligation to advance the understanding of 
his society, if not of all societies, is com¬ 
pletely ignored in such a view. 

However, British social anthropology was 
not the only source of structural-functiona¬ 
lism. It also came via Ihlcott Parsons and 
Robert Merton, and influenced several 
sociologists in Poona, Bombay, Baroda, 
Delhi and elsewhere. It gave rise to field 
re.search though not of the intensive variety. 
Incidentally, the influence of American 
sociology is visible in much of the empirical 
research carried out in India. Apart from the 
accessibility and popularity of American 
textbooks in sociology, in the post-indepen¬ 
dence years Indian sociologists have had far 
greater contact with American universities 
than with universities in any other country 
abroad. Also, numerous American scholars 
have done field-work in India in the last 35 
years or so and arc in touch with their Indian 
colleagues. Some of their publications are 
'tviilable in cheaper Indian editions. These 
scholars have dual constituencies. 

l.Nhuji-NCE OF Marxism 

I have already referred to the influence of 
Marxism on Indian intellectual life and 
politics. The Marxist approach in sociology 
has become prominent in recent years. 
Marxist sociologists have been highly critical 
of structural-functionalism and the kind of 
research it has given birth to in India. They 
think that the functionalists are a conser¬ 
vative lot, over-emphasising the role of such 
traditional factors as caste, kinship and 
religion, and underplaying the role of class, 
and the forces of change generally. 

Structuralism has its adherents too, and 
the structuralists, though few, are influential. 
Predictably, a structuralist approach is 
visible in a few studies of religion, ritual, 
symbol and myth, and kinship. C Levi- 
Strauss and L Dumont are both popular 
among structuralists, and Dumont’s “Homo 
Hierarchicus”, an attempt at a structuralist 
analysis of caste; and incidentally, of Indian 
culture, society, and civilisation, is exten¬ 
sively read and commented upon. While it 
is generally recognised that the bopk has 
valuidrle insights into the caste system, its 
anti-change bias, its reductionism, and its 
general assumptions about Indian as well as 
West European society, are being increasingly 
questioned. 

Understandably, there is a deep inteie.st in 
Max Weber’s writings among some Indian 
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sociologists, and this interest in growing as 
it should. Weber should be particularly rele¬ 
vant for sociologists in India since he was 
studying problems of change and develop¬ 
ment in different civilisations on a com¬ 
parative basis. 

I wonder whether in stressing the work 
done under the impetus of the theoretical 
schools mentioned above, I have not im¬ 
posed an inappropriate perspective on the 
work done in this country. For, the bulk of 
the research work done is empirical, and 
theoretically eclectic. 

One of the signs of the progress achieved 
in sociology and social anthropology in 
India is to be found in the increasing 
tendency to specialisation. Apart from the 
older division of sociology into rural, urban 
and industrial sociology, new areas have 
rapidly established themselves, viz, political 
sociology, sociology of religion, economic 
sociology, educational sociology, sociology 
of kinship, and sociology of professions, to 
name a few. In each of these areas, the best 
work has combined careful empirical work 
with theory so that the two form a single, 
seamless whole. 

Two areas in developmental sociology 
need to be mentioned as they have attracted 
interesting work; One is the area of co¬ 
operatives where the economic dimension 
seems to be closely bound up with the 
political, and where the tension between the 
traditional kinds of linkages and modern 
form of association is very evident, offering 
a singularly fruitful area of research. The 
other area is the study of inequality under 
the impact of the forces of change, in parti¬ 
cular, the policy of protective discrimination 
towards the weaker sections. This is not only 
important for the future of Indian society, 
but affords a basis for comparison with 
other societies having a simitar policy as, for 
instance, affirmative action in the United 
States. 

Women’s Studies 

I shall be failing in my duty if I do not 
mention the rise, during the last fifteen years 
or so, of women’s studies in this country. 
That a deep andro-centric bias is built into 
all the social sciences is an inescapable fact, 
and the need to look at social institutions 
and culture through the eyes of women does 
not need to be argued. At least not today. 
Apart from the fact that the awareness of 
an ingrained male bias in the social sciences 
provoked sensitive women to question a 
whole series of assumptions underlying 
social life, it led to a new interest in the study 
of traditional sexual division of labour, 
forms of matriliny, laws and customs gover¬ 
ning husband-wife relations, inheritance 
rules, ritual roles, cultural preference for 
male children, differential socialisation of 
male and female children, marriage presen¬ 
tations and dowry, and the institutions of 
purdah, enforcing segregation and isolation 
on women. Women’s studies have also 


sparked off a considerable interest in re¬ 
searching into the living and working con¬ 
ditions of women in different occupations, 
and from diverse ethnic and religious groups, 
and in particular, women belonging to the 
weaker sections of the society. The research 
work is being done not only in university 
departments and established research institu¬ 
tions but also in institutes recently set up by 
women social scientists for promoting 
women’s studies and women’s interests. 
However, women’s studies have not become 
the exclusive concern of women social scien¬ 
tists, male social scientists being associated 
in various capacities with the research that 
is being done. 

Women’s studies represent also a trend in 
Indian sociology of viewing Indian society 
from the point of view of the under¬ 
privileged, the oppressed and the exploited. 
A few of the established concepts like 
Sanskritisation have spurred these studies 
and the net result is the emergence of a view 
of Indian society from below. This is re¬ 
freshing in view of the fact that the earlier 
concepts were formulated by sociologists 
from the urban middle class and upper caste 
backgrounds. 

From the foregoing account it must be 
clear that, by and large, Indian sociologists 
have been preoccupied with issues and 
problems in their own country. However, a 
handful of them have done field-work 
outside their own country and published the 
results of their work, but the quantum of 
such work is very small compared to the 
work done on India. It is to be hoped, 
however, that in the years to come, a greater 
proportion of Indian sociologists and 
anthropologists will work outside India, 
particularly in the developing countries. This 
is in the interests of the development of 
Indian sociology and anthropology, and 
funding projects in other countries should 
not prove insurmountable if reciprocal offers 
of facilities can be agreed upon. 

SOOIOUXilSTS AND NATION-BUILDING 

Indian society is experiencing radical 
changes and the pace of change is increasing. 
These changes were initiated, as stated 
earlier, by adult franchise, the outlawing of 
untouchability, substantial protective efis- 
crimination for the scheduled castes and 
scheduled tribes, and Tinally land reforms. 
With the passage of time, the changes are 
becoming increasingly violent. India faces 
serious problems in her efforts to build a 
stable, prosperous and egalitarian state while 
at the same time retaining her commitment 
to democracy, due process, a free press and 
secularism. 

Sociologists and anthropologists cannot 
afford to keep away from this exciting task 
of nation-building. Th^ can be helpful in 
a variety of areas, whether it be in the pro¬ 
gressive reformation of policies of protec¬ 
tive discrimination in response to changing 
politico-economic situations, or in observ¬ 


ing, recording and monitoring of develop¬ 
ment programmes at the grass roots level, 
in the study of social change among 
different sections of the population in 
diverse parts of the country, and so on. 
Sociologists can also play an extremely 
useful role in planning, because of their 
intimate knowledge of the people^s customs, 
institutions, values and modes of thought. 
One of the many problems with Indian plan¬ 
ning is the setting of unrealistic goals and 
targets, and then blaming the failure to 
achieve them as being due to lack of 
'political will’. 'Political will’ is certainly a 
potent weapon but it obviously has limits 
particularly in a democracy where the voters- 
at-large are aware of the power they wield. 
It is worth emphasising in this connection 
that Indian intellectuals, hailing a$ they 
largely do from the urban areas and from 
the upper echelons of Indian society, have 
unrealistic ideas about life in the villages and 
in the urban slums. 

Again, in a huge, diverse and complex 
country like India one of the most useful 
contributions of the sociologists lies in the 
study of problems and issues which are 
before the public for a iong time. With his 
training, skills, methods of work, and 
cultivated empathy, the sociologist can 
provide profiles of problems that enhance 
the people’s understanding of them. And 
surely, increased understanding ought to be 
a step forward in finding suitable solutions 
to them. One implication of the point 1 am 
making is that sociologists should learn to 
write for the educated public and not merely 
for a small, professional elite. This is 
particularly difficult as sociology is infested 
with high-sounding jargon, but essential if 
sociologists wish to influence public opinion 
and want their ideas to be eventually part 
of the intellectual climate of their country. 

My remarks might prompt some of those 
present to wonder whether I am not neglec¬ 
ting the ‘fundamental’ dimension of socio¬ 
logy. I am looking at sociology from the 
point of view of a citizen of a developing 
country which is engaged in the awesome 
task of improving the living standards of 
one-sixth of the population of the world 
while at the same time maintaining the 
democratic character of the state. Also, the 
process of ‘development’ itself has funda¬ 
mental dimensions which need to be studied 
in each country, and comparatively. Even 
apart from this, I am a firm believer in 
supporting the research of individuals who 
wish to work on problems that th4y consider 
important even when such problems fall 
outside the priority lists drawn up by 
important people silting on committees 
which decide the funding of research. Pro¬ 
vided, of course, that the sums asked for are 
modest. 

[This is the author's inaugural address at the 
Xlih World Congress of Socitdogy, New Delhi, 
August 18. ICte.] 
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Poverty Alleviation Programmes in Seventh Plan 

An Appraisal 

Sandeep Bagchee 

An attempt has been made in this paper to review the main poverty alleviation programmes in the rural sector 
in the light of the experience in implementing them in the Sixth Plan. The view that emerges is that these pro¬ 
grammes suffer primarily from a lack of conceptional clarity and an inadequate understanding of the complex 
nature of the environment in which they have to be implemented. It is thus the programme design which needs 
to be reviewed, taking into account the implications of the ‘environmental’ factors and carefully assessing the 
‘capacity’ of the administrative machinery that is available. Greater clarity about the objectives and goals of each 
programme, the norms and other criteria for project selection, as well as role'specificity of the different levels 
in the organisational structures involved in executing the programmes—all aspects of more systematic programme 
planning and design— would go a long way in giving the anti-poverty programmes at least a chance of success. 


AFTER an initial period of uncertainly. Ilie 
Seventh Five-Year Plan (1985-90) has been 
Finalised and the outlines of the development 
strategy proposed to be adopted during the 
next four years are now available. As poverty 
still continues to be the most important 
problem confronting the country and the 
removal of poverty by the end of the century 
has been stated as a national goal, it is of 
intere.st to ,scc how the Seventh Plan proposes 
to tackle this issue. At the same time, the 
experience so far in implementing the anti¬ 
poverty programmes or poverty ameliora- 
iion/allcviation programmes, as they arc 
variously called, has thrown up a number 
of issues and has led to a wide-ranging 
debate regarding the efficacy of the existing 
programmes and the strategy to be followed. 
This article, therefore, examines the approach 
and strategy proposed to be followed in 
tackling the problem of poverty and also 
considers whether it will be possible with 
such an approach to attain the avowed 
objective of bringing down the percentage 
of families living below the poverty line to 
less than ten per cent by 1994-95. 

While this paper considers poverty 
removal in general, its specific focus is on 
the approach which has been referred to as 
the direct attack on poverty. The main pro¬ 
grammes that constitute this approach are 
the individual household programmes of 
income generation through asttet and skill 
endowment, namely, the Integrated Rural 
Development Programme (!RDP)' as well 
as the programmes of direct supplemental 
wage employment, namely, the National 
Rural Employment Programme (NREP) and 
the more recent Rural (.andless Employment 
Guarantee Programme (RLEGP). 

iMPt EMEN IATION IN SIXI H PLAN 

While the IRDP was initially started 
from 1978-79 in 2,300 development blocks 
it was extended to the entire country from 
October 1980. The NREP also commenced 
at the same time replacing the earlier 
Food for Work Programme (FWP). Thus, 
barring the RLEGP which was launched on 
August 15, 1983, these programmes have 
been |n operation for over five years. 
Although information is available reg^ing 
the number Of beneficiaries assisted/trained 


and the extent of employment generated the 
impact ol these programmes on the inci¬ 
dence of poverty is difficult to assess, 
flowever, in the recent past sex'eral evalua¬ 
tion studies of these programmes have been 
conducted, particularly of the IRDP. In 
these IRDP studies, an attempt has been 
made to ascertain the extent of income 
generation throtigh the provision of a.s.sct.s. 
The main findings of these studies are 
discus.sed below. 

There arc font evaluation studies of the 
IRDP with an all-India coverage, namely, 
the Evaluation Report of the IRDP by the 
Programme Evaluation Organisation of the 
Planning Commission (PEO Study), the 
study of the IRDP by the Re.scrve Bank of 
India (RBI Study), the study of IRDP by the 
National Bank for Agriculture and Rural 
Development (NABARD Study) and the 
Economic Assessment of Poverty Eradica¬ 
tion and Rural Unemployment Alleviation 
Programmes and their Prospects by the 
Institute for Financial Management and 
Research (IFMR Study).^ In addition there 
are the various studies conducted at the 
.state-level’ as well as the concurrent evalua¬ 
tion studies which have been commissioned 
by the Department of Rural Development 
since October 1986. The article will, however, 
refer to the four all-India studies as they are 
the most comprehensive ones that have been 
conducted up-to-date. According to these, it 
is estimated that the number of persons that 
have crossed the poverty line would not 
exceed 40.per cent of those assisted though 
the individual studies give figures ranging 
from 17 per cent in the case of the RBI study 
to 49.4 per cent in the case of PEO study. 
These figures, however, need to be accepted 
with caution due to the widely differing 
methodologies adopted and also as in some 
Qf the cases the incomes were discounted or 
the poverty line redefined in terms of current 
prices while in other cases this was not done. 
Although the studies also point out that 
additional incomes had accrued in the case 
of 55 to 90 per cent of the beneficiaries, 
considering that only 40 per cent of the 
beneficiaries (and that too on a liberal scale) 
had crossed the poverty line, the general con¬ 
clusion that emerges is that the impact of 
the programme has not been satisfactory 
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and that there is a need to make the IRDP 
more effective.'* 

These studies also identify the lollowing 
two specific failings of the programme: 

(1) There was wrong identification of the 
beneficialies to the extent of IS to 20 per 
cent at an all-India level though this ranged 
from 47 per cent to 70 per cent in different 
states. This has been treated a.s one of the 
major shortcomings of the IRDP. 

(2) The selection of activities was wrongly 
done without any consideration being given 
to the ability of the beneficiaries, differences 
in infrastructural .support, backward and 
forward linkages, etc. -As a result of all 
these the activities did not prove to be 
viable thereby affecting the impact of the 
piograrnme. 

In addition, these studies make certain 
observations regarding the planning process 
and the organisation available for implemefn- 
ting the programme. In the former category 
are the adoption of a uniform strategy 
throughout the country, disregarding dif¬ 
ferences in the level of infrastructure 
development and incidence of poverty, in¬ 
flexibility of the programme, standardisation 
of operations, uniform procedures for ail 
allocations, etc. In the latter are the oiganisa- 
tional and administrative weaknesses both 
in terms of lack of qualified and trained 
staff at various levels and organisations as 
well as mechanisms to co-ordinate and inte¬ 
grate between these organisations so as to 
make the implementation effective. 

Oil the basis of these Fmdings/bbservaiions 
the specific reasons for poor performance 
and the remedial measures required could 
be identified. However, before taking up this 
detailed analysis it would be preferable to 
consider the other poverty alleviation 
piogrammes as well. 

No studies of employment programmes 
have been carried out at the all-India level 
though the findings of state level studies are 
available. While the PEO has taken up 
comprehensive evaluation of the NREP the 
report is yet to become available. The Inter¬ 
national labour Organisation has also 
carried out a socio-economic survey of the 
implementation of the NREP in two states, 
namely, Gujarat and Karnataka.* In addi¬ 
tion, Hirway also studied the implcmenta- 
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lion of the NREP in Gujarat." In the case 
. of the RLEGP, which is a much more recent 
programme only one study has been con¬ 
ducted which is by the Punjab State Institute 
of Public Administration.^ This paper will, 
therefore, refer to these studies. 

The main conclusion that emerges out of 
these studies is that the NREP while it 
provides short-term employment has not 
been effective in so far as provision of long¬ 
term and continuous employment was con¬ 
cerned. As Hirway points out the pro¬ 
gramme has not led to any signiHcant 
increase in the employment of the individual 
worker or in his level of living, which is the 
primary objective of the programme For 
instance, the ILO survey noted that on the 
sample projects the average employment 
provided per person was 51 days and 55 days 
in Gujarat and Karnataka respectively and 
that NREP employment contributed around 
24 per cent of the total income of the sample 
household.* Hirway is of the view that the 
reduced impact is due to the fact that no 
systematic efforts are made to assess the 
nature and extent of unemployment and 
plan the works on this basis so that con¬ 
tinuous employment is available to the poor. 
In addition the long-term goal of employ¬ 
ment programmes, namely, the rehabilitation 
of the poor in the mainstream of the 
economy by increasing its labour absorbing 
capacity through the creation of durable and 
productive assets also does not seem to be 
capable of attainment under the NREP as 
it is presently conceived. The basic causes 
for these shortcomings, according to Hirway, 
are the poor design of the programme 
and the administrative constraints and 
weaknesses. 

The RLEGP is similar to the NREP in so 
far as the programme design and the mode 
of implementation are concerned. Though 
the RLEGP has the objective of guaran¬ 
teeing employment upto one hundred days 
in a year to one member of every rural 
landless labour household this objective is 
yet to be operationalised. Moreover, while 
conceptually the programme is supposed to 
have a different content and cover larger 
works under the projects, in actual practice 
there is hardly any difference between the 
NREP and the RLEGP. Thus, the short¬ 
comings that prevail in respect of the 
RLEGP are basically those which have been 
noted in the context of the NREP. For 
instance, the study of the RLEGP in Punjab 
points out that only five per cent of the 
workers employed had worked for 100 days 
or more though 82 per cent of them were 
from families identified as being below the 
poverty line’' In addition the study also 
observed the same deficiencies such as 
weaknesses in the planning process, lack of 
integration, selection of projects without 
investigating feasibility, etc 

While most of the studies quoted above 
have listed out the specific shortcomings and 
categorised them as either administrative 


failures or weaknesses in planning pro¬ 
cedures, in fact, these shortcomings are 
basically the result of not properly analys¬ 
ing the environment, including the available 
organisation, in order to formulate an opera¬ 
tional strategy and generate a realistic design 
of the programmes. Furthermore, as bene¬ 
ficiaries are a part of the environirrent this 
would also require that the beneficiaries, 
even though they might have been defined 
in terms of genei^ characteristics, be studied 
in detail to segment them into more homo¬ 
geneous groups. Such an analysis would help 
in dealing with the crucial issue whether all 
segments should be served at the same time 
and whether they require to be provided with 
the same service. Moreover, it also helps to 
understand the problems in regard to supply 
of services to the different segments con¬ 
sidering the degree of diversity of the 
environment, the problem of logistics and 
the adequacy of institutions with which the 
programme is to operate. It is only after con¬ 
sidering these issues that a viable strategy 
can be formulated. 

To quote “When an environment’s com¬ 
plexity increases, the strategic choices must 
reflect this. Similarly, the more complex the 
objectives of a programme, the greater the 
attention to be paid to its strategy. When 
conflicting multiple objectives are to be 
achieved, strategic choices become in¬ 
creasingly difficult. Under these conditions 
programme leaders tend to reduce com¬ 
plexity by limiting their goals. They can 
phase the accomplishment of multiple goals 
by first focusing on a dominant goal. The 
simultaneous pursuit of diverse goals 
requires management of diverse services or 
outputs leading to severe organisation 
overload. The conflicts and the mounting 
demands on the time and skills of top 
management then spells disaster for the 
programme. Only through a careful analysis 
of the complexity of objectives given by the 
government and the complexity of the 
environmern can the operating goals of the 
programme be determined. This is the first 
and basic strategic choice that faces a 
development programme!’'® 

In the context of the above quotation the 
failure of the poverty alleviation pro¬ 
grammes appears to be as a consequence of 
not taking into account the complexities of 
the environment, of having multiple and 
conflicting objectives instead of simplifying 
them by focusing on a single operational 
goal and designing a suitable and viable 
strategy on this basis. The pursuit of 
multiple «oals without taking into account 
the organisational capabilities and attempt¬ 
ing to provide diverse services has spelled 
disaster for the programme^ One look at the 
extent of activities involved in the IRDP 
would make this amply clear. These include 
identification of beneficiaries, selection of 
viable economic activities, procurement of 
suitable assets, obtaining of loans from 
banks, inculcating skills in the beneficiaries 


to operate these assets by training them, 
ensuring infrastructural support for the acti¬ 
vity, marketing of the produce, etc—a whole, 
range of varied activities and what is more 
important, thdr integration—a very difficult 
process which is referred to as “backward 
and forward linkages” and is, if the guide¬ 
lines are to be believed, to be achieved 
through exhortations. The original concep¬ 
tion of the IRDP was, however, different as 
it visualised the IRDP as a total development 
plan for the block based on local resources 
and their productive use rather than as an 
individual beneficiary-oriented programme. 
Whether such a progtamme would have been 
successful or not cannot be stated with any 
certainty but it must be remembered that it 
was proposed to be introduced in only 2JXX) 
blocks as a pilot scheme and that too with 
the necessary block-level planning parapher¬ 
nalia. However, pending the setting up of 
this machinery, as an interim step, it was 
decided to begin with the identification of 
the rural poor and preparing plans for their 
development. But while block-level planning 
did not materialise, this interim programme 
was continued and extended without 
adequate thought as, to whether it was pos¬ 
sible to properly implement a programme of 
this magnitude and ramification with the 
existing framework. In the next section, it 
is proposed to discus.s these points as well 
as the strategy for poverty alleviation that 
should be followed. 

Strai'eoies for Poverty Ai ueviation 

In the light of the above discussion it is 
necessary to discuss certain aspects of the 
environment including the nature of the 
benefleiary groups. While under the IRDP 
all households with a total annual income 
of less than Rs 3,500 or an annual per capita 
income of less than Rs 700 are treated as 
poor, no further attempt has been made to 
segment the group in terms of common 
characteristics/features and their require¬ 
ments. It is in this context that Hirway’s 
distinction between the two categories of the 
poor, namely, those who have some skill, 
education, or enterprise and can .take up self- 
employment and those who possess neither 
of these and cannot take up any activity 
becomes important." As stated by her, each 
category requires to be treated separately by 
suitable policy measures; the former through 
provision of assets for self-employment as 
they are “credit-worthy” and the latter 
through wage-employment. 

Rath has also criticised the existing 
strategy of poverty alleviation and has 
advocated that a programme of creating 
wage-em(doyment on a massive scale should 
form a central element in the strategy oh the 
ground that the transfer of assets approach 
of the IRDP is largely misconceived.'^ The 
major reasons for this, according tp him, are 
that the “poorest of the poor” approach is 
nbt a realistic one as these hou^olds are 
the least capable of self^mployment and 
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also as the economy does not have adequate 
productiye assets for distribution to the 
poor. Moreover, in his view, the subsidy 
element gives scope for corruption and has, 
on the other hand, increased the indebted¬ 
ness of the poor. 

However, Dantwala*’ and Hirway'^ both 
feel that Rath lays too much emphasis on 
the role of wage-employment in the strategy 
of poverty alleviation. While the former is 
of the view that this will lead to the total 
dependence of the poor on the employers, 
the latter states that such an approach 
ignores the fact that self-employment is a 
major form of employment in the rural 
economy. Moreover, they both feel that Rath 
in his advocacy of wage-employment tends 
to ignore the malpractices that occur in rural 
employment programmes and also the fact 
that they accentuate the gap between the rich 
and the poor by strengthening the asset base 
of those who are relatively better off. 

There is, however, no basic difference in 
all these approaches and the difference, if 
any, is due to the greater emphasis on either 
self-employment or wage-employment as all 
of them agree that both these kinds of 
programmes should form components of the 
poverty alleviation strategy. The actual mix 
between the transfer of assets and skills 
approach and the employment approach will 
depend on the circumstances prevailing and 
would have to be taken into account while 
preparing the micro-level plan. However, it 
should be pointed out that at present there 
is no integration between these two elements 
though they form two facets of poverty 
alleviation as the IRDP and the rural 
employment programmes are planned and 
implemented in isolation of one another 
even though the field agency as well as the 
administrative ministry are the same. This 
integration should have, in fact, emerged 
from the design of both the programmes 
rather than leaving it to the field level agency 
to attempt it depending on the perceptions 
of the implementors. As a result of this, it 
cannot be said that there is any conscious 
strategy in existence in respect of these two 
components. 

Before proceeding to examine the strategy 
that has now been proposed in the Seventh 
Plan, it may be pointed out that while 
Hirway has distinguished between two 
categories among the rural poor, there is 
another subset to the second category of 
those with no assets or skills, namely those 
households who, in addition, do not have 
any able-bodied adult member and thus 
cannot even benefit from ^e-employment 
programmes. Obviously, for $ucb a category 
separate policy measures would be required 
such as social security schemes for destitutes, 
some of which are already being imple¬ 
mented by some state governments. 

The above analysis indicates that the 
group broadly deKribed as the “poor” 
actually consists of three distinct, and inte^ 
nally more homogeneous groups, each of 


which requires a different policy measure to 
deal with its specific problem though they 
can all be subsumed under the general pro¬ 
blem of poverty. Such an analysis, moreover, 
clearly shows that all the segments do not 
require to be provided with the same service. 
The operational strategy that can be adopted 
is to have three components, namely, .self- 
employment, wage-employment and social 
.security schemes, each component having its 
specific focus on a particular sub-group ol 
the rural poor. While the process of identi¬ 
fication would be below the poverty line 
survey which is being carried out at present, 
in the course of this, the rural households 
would be differentiated and the services 
tailored to their specific requirements. T hus, 
the IRDP would focus on that segment of 
the rural poor who have some skill and 
resources which can be enhanced through 
loan assistance; for those without this 
minimum, wage-employment can be pro¬ 
vided and the third category who do not 
even have able-bodied adult members in the 
family for working on public works and are 
thus almost destitute, a social security kind 
of a scheme should be designed. Since the 
number of households that would be covered 
under the programmes of asset transfer 
would be a portion of all the poor house¬ 
holds, this programme would become more 
manageable. It would therefore, be possible 
to prepare household income plans, procure 
better assets, train such households and 
provide better follow-up and post asset 
acquisition services with the existing admini¬ 
strative set-up. This approach will also 
ensure that the activities do actually become 
viable. The problem can thus be reduced to 
operational terms, the conflicting objectives 
replaced by simpler and more attainable 
ones, the problems of supplying the services 
understood, and the logistical problems in 
this regard reduced and made more capable 
of management given the limitations of the 
implementing institutions. 

It may be pointed that for a variety of 
reasons it is easier to administer wage- 
employment programmes rather than self- 
employment programmes like the IRDP. 
While malpractices such as entering false 
names in muster rolls, use of contractors and 
middle-men, misuse of materials, use of sub¬ 
standard materials, payment of wages lower 
than minimum wages, etc, do exist, it is 
possible to exercise some control and 
minimise these leakages through supervision 
as public works are lesser in number and less 
dispersed compared to the assets of indi¬ 
vidual beneficiaries. On the other hand since 
the IRDP involves an element of subsidy 
which is given, though not directly, to those 
beneficiaries who are vulnerable to exploita¬ 
tion, it is more likely to lead to leakages. 
Finally, it may be pointed out that in order 
to rehabilitate the poor in the mainstream 
of the economy it is necessary that the 
present socio-economic structure should be 
changed. While this issue largely pertains to 


the political domain and is, therefore, not 
in the purview of development programmes, 
land reforms, which forms a part of the 
avowed development policy, needs to be 
carried out with full vigour. Comprehensive 
land reforms covering ownership rights, 
implementation of land ceiling, distribution, 
of surplus lands and its development 
including land consolidation can go a long 
way in changing the rural structure In some 
states such as Bihar, eastern UP, and Orissa 
the first stage of conferring ownership rights 
has not been fully effected as a result of 
which sharecropping still exists and large 
areas of land are still under the control ol 
the bigger landowners. In such circum¬ 
stances it would be highly unrealistic to 
expect that these programmes alone can 
tackle the problem of mass poverty. 

Seventh Pi.an Strategy 

An overall reading of the Seventh Plan 
document leads to the surmise that the basic 
emphasis is on the generation of productive 
employment rather than the alleviation of 
poverty which was the primary objective of 
the Sixth Plan. The programme for poverty 
alleviation should be regarded as supple¬ 
menting the basic plan for overall economic 
growth in terms of generating productive 
assets and skills as well as incomes for the 
poor.” In its approach to the problem of 
poverty, though the plan document does 
take cognisance of the debate referred to 
above on whether wage-employment pro¬ 
grammes should be given priority over self- 
employment schemes, it does not come to 
any conclusion. In fact, the discussion skirts 
the main issues and ignores the critical 
findings of the evaluation studies. Fbr 
instance, it argues that in general the IRDP 
performance has been better in not only 
relatively more developed regions but also 
in other areas where follow up measures had 
been undertaken and the people involved 
through their representatives. Moreover, it 
is of the view that household enterprises are 
economically viable as th^ exist on a wide 
scale through all the regions and constitute 
a major source of employment. According 
to the plan the only constraints that such 
units suffer from is in the supply of raw 
materials, credit and marketing. It, there¬ 
fore, states that once this is assured and as 
long as the overall economic growth is 
satisfactory there will be adequate demand 
for products manufactured or produced by 
these rural households and thus, there is no 
cause for pessimism. Such an analysis, 
however, does not appear to be correct as 
it assumes that all rural households are 
equally endowed with assets, capabilities, 
skills and entrepreneurial abilities and 
ignores the findings of the various field 
studies.'* 

in short the plan’s reading on the situa¬ 
tion is that the (failure of these programmes 
is basically due to the administrative 
weaknesses and is not due to any shortcom- 
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ings in the programme design. It is, there¬ 
fore, of the view that the change in stiategy 
required is in the organisational domain and 
that by merely effecting these changes it 
would be possible to provide the necessary 
forward and backward linkages and assist 
all the poor households to cross the poverty 
line. Towards this end it plans. a three- 
pronged strategy of, firstly, decentralising 
programme formulation and implementa¬ 
tion through local bodies so as to ensure 
proper selection of projects and beneficia¬ 
ries, secondly, strengthening the admini¬ 
strative machinery and suitably training it 
and thirdly taking up group-oriented acti¬ 
vities through co-operatives, informal 
groups, etc. 

However, this analysis does not appear to 
be valid firstly, because the premise that all 
household enterprises are economically 
viable is a questionable one, and, secondly, 
it is not merely by making some peripheral 
changes in the organisation but by dealing 
with the basic conceptual issues and pro¬ 
blems underlying the programmes that they 
can be made more effective. It is, therefore, 
necessary to examine the individual pro¬ 
grammes in detail to see what changes and 
modifications have been proposed to make 
them into effective instruments of pos'erty 
alleviation. 

Integrated Ruta! Dexalopment Pragmmme: 
Though the Seventh Plan professes to 
remove the gaps and weaknesses that have 
come to light while implementing the pro¬ 
gramme, the changes that it propo.scs in the 
case of the IRDP are revealing. 

The major change that has been effected 
in the programme is that the poverty line has 
now been defined at Rs 6,400 per annum for 
a household instead of the earlier limit of 
Rs 3,S00 (or Rs 700 per capita income). 
However, since the programme will continue 
to aim at the poorest of the poor, the 
operating limit for identifying the house¬ 
holds for assistance has been fixed at 
Rs 4,800 and 10 million beneficiaries are to 
be thus assisted. Further, while the subsidy 
ceilings fixed for different categories of 
beneficiaries would remain the same, the 
average subsidy is to be stepped up from 
Rs 1,000 to Rs 1,333 thus allowing a capital 
investment level of Rs 4,000. It is interesting 
to see the implications of this step. Accord¬ 
ing to the IMFR study, the incremental 
capital output ratio (ICOR), as emperically 
observed, comes close to the Planning Com¬ 
mission's assumption of 1.5 only in the 
better developed districts while in the case 
of others, it ranges between 2 and 3.This 
being the case, the most optimistic projec¬ 
tion of incremental income comes to 
Rs 2,000 while the most pessimistic e.stimate 
works out to Rs 1,333. Thus, if the initial 
household income is Rs 4,800 then the gross 
income will range between Rs 6,800 and 
Rs 6,133 but as this does not take into 
account the loan repayment amount the 
actual probability of the household crossing 


the poverty line would be low.'* 

Another important step proposed in the 
Seventh Plan is that a supplemental dose of 
assistance is to be given to those households 
who had been assisted during the Sixth Plan 
but were unable to cross the poverty line due 
to inadequate assistance. It is estimated that 
there are 5 million such households out of 
the total of 10 million households assisted. 
These are to be given assistance of Rs 500 
on an average. As this amount refers to the 
subsidy amount only, the total assistance 
comes to Rs 1,500 and using the same ICOR 
the income increase ranges between Rs 1,000 
to Rs 500. Since these households have not 
crossed the earlier poverty line of Rs 3,500 
in the first place the increase to this extent 
would, still not lead to their crossing the 
revised poverty line.” Thus the proposal to 
further assist those who could not cross the 
earlier poverty line due to inadequate 
assistance will not be of any use. 

The other substantive modification that 
has been proposed in the programme is that 
while the allocations of funds under the 
IRDP as well as the fixation of targets was 
being done on a uniform basis throughout 
the country, it is now proposed to do this 
on the basis of the incidence of poverty in 
the block/state presumably as reflected by 
the 38th round of the National Sample 
Survey (NSS). However, while this is a 
welcome step, it would only be possible at 
the state-level and not at the block level as 
data regarding the incidence of poverty at 
this level is not available. Moreover, the data 
regarding the number of households identi¬ 
fied as below the poverty line cannot be used 
for this purpose as in most states no compre¬ 
hensive surveys have been conducted but 
families were identified as and when the 
existing lists were exhausted and new house¬ 
holds were required to be assisted in order 
to achieve the target. 

The plan also proposes certain speciHc 
measures relating to the organisation of 
beneficiaries in order to increase their 
awareness, reduce wrong identification and 
improve linkages which need to be discussed. 
Though organising the beneficiaries is a 
much required step, it must be borne in mind 
that a large part of this lies in the political 
domain and, in fact, this can be effectively 
carried out by organisations working in this 
field rather than by development admini¬ 
strators. In view of the role given to volun¬ 
tary agencies in the plan it would appear that 
they are largely expected to perform this 
' function. 

Thus plan also ptopo.ses to take up group- 
oriented activities through co-operatives, 
registered societies and informal groups to 
overcome the limited absorption capacity of 
the poorest households and provide them 
with economies of scale as well as bargaining 
power. How far these attempts will work is 
not known but considering the experience 
of the artisan co-operative societies set up 
by the Khadi and Village Industries Board 


it does not seem that these measures will aid 
towards making the programme effective. 
Similarly, another measure for improving the 
supply of raw materials and other inputs as 
well as marketing of the products mentioned 
in the plan is the setting up of District 
Supply and Marketing Societies (OSMS). 
Though this idea was mooted over five years 
ago the DSMS are yet to be set up and this 
requires a much greater degree of effort if 
this is to be pursued seriously and result in 
properly functioning organisations. 

On the other hand, the basic issues regard 
ing providing the IRDP coverage on a selec¬ 
tive basis after segmenting the target-group 
into the three groups, as mentioned earlier, 
in order to make the programme effective, 
have not been considered seriously. In sum¬ 
ming up, therefore, it does not appear that 
the steps proposed are those which would 
help in improving the impact of the pro¬ 
gramme. Though several steps have been 
proposed these are more in the nature of 
statements of intent. Moreover, even where 
substantive modifications have been pro¬ 
posed these will not help in removing the 
existing shortcomings as they do not touch 
the basic causes underlying the failure of the 
programme. In fact, the plan seems to 
proceed on the assumption that the failure 
of the programme is basically due to admini¬ 
strative factors and leaves it to the Com¬ 
mittee to review the existing arrangements 
for rural development and poverty allevia¬ 
tion programmes (CAARD) to work out an 
effective administrative arrangement. This 
aspect regarding the organisational arrange¬ 
ments required for implementing the 
different poverty alleviation programmes 
will be examined in detail a little later. 

Run! Employment Programmes: The 
main deficiency that was noted in the earlier 
discussions regarding the employment pro¬ 
grammes was that while they provided short¬ 
term employment this was not continuous 
and did not, therefore, lead to any sub¬ 
stantial improvement in the levels of living 
of the rursd poor. On the other hand such 
programmes tended to strengthen the asset 
base of the rural well-to-do and thus 
increased the existing disparity. In this 
section it is proposed to consider these issues 
in detail while examining the role proposed 
for the NREP and the RLEGP in the 
Seventh Plan. 

In the Gujarat study Hirway has men¬ 
tioned that these shortcomings ate as a result 
of the poor design of the programmes, parti¬ 
cularly the planning component. According 
to her, there are three factors responsible for 
the weaknesses in the NREP, nattwly, the 
poor design of the programme, the admini¬ 
strative constraints and weaknesses of the 
administration.' In the first category she 
includes the failure to rehabilitate die poor 
and the fact that “there are no guidelines 
that suggest as to how to plan for NREP 
systematically: that is, the guidelines do not 
show as to how to Identify infrastructural 
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gaps and how to plan for them, how tc 
assess the extent and nature of unemploy¬ 
ment and poverty, and how to use this infor¬ 
mation for planning; and how to match the 
demand and supply sides in each region".^'’ 
These require to be discussed in depth. 

The first, in fact, is a consequence of the 
poor design rather than a mere lack of plan¬ 
ning instructions. And the basic reason for 
this poor programme design can be traced 
to the objectives of the programme as 
presently stated. An examination of the 
objectives of both these programmes leads 
to the conclusion that while importance has 
been given to employment generation, this 
has been viewed as an end in itself rather 
than in the correct perspective of providing 
income on a reasonably assured basis for the 
rural poor, thus neglecting the long-term 
employment aspects in the design of these 
programmes. Moreover, the creation of 
durable assets, which is more of a condition 
for achieving growth of the rural economy 
rather than an objective, has been treated as 
one of the aims in both the programmes. 
Though, in the final analysis this implies 
that durable income should result from such 
assets it is not a sufficient condition for 
creating permanent employment. On the 
other hand excessive emphasis on this has 
led to certain distortions as will become 
evident in the subsequent discus.sions. 

Though both these programmes are sup¬ 
posed to form a part of the strategy, of 
poverty alleviation they do not focus on the 
logical target group, namely, the rural poor. 
It may of course be argued that there is no 
need to specify a target group for an employ¬ 
ment programme as those who would seek 
employment would largely be from the 
assetless and the poor. However, in order to 
manage the programmes more effectively; 
especially to match the demand with the 
availability of work in a meaningful manner, 
it is necessary to restrict the target group to 
a smaller, clearly defined one of the chro¬ 
nically unemployed.^' This aloAe will allow 
a concerted impact on poverty and provide 
an operatiotial assurance of employment for 
those who really need the guarantee that 
work would be available on public works for 
at least a minimum period during the year. 
While the NREP has no explicit target 
group, the RLEGP by specifying the target 
group as the rural landless has left out other 
segments of the rural poor who are also 
chronically unemployed or underemployed 
such as the marginal farmers with nominal 
landholdings and the rural artisans who as 
a result of pauperisation have tost their 
traditional skills. Though all these do, 
ultimately; form a sub-set of the rural poor, 
the necessity of specifying only one of these 
segments as the exclusive target group of the 
RLEGP in what is supposed to be an inte¬ 
grated approach is not clear, particularly 
as this creates operational difficulties while 
impteineoting the programme.^^ 

Thus, the objectives, of both the NREP 


and the RLEGP, as presently stated, are 
open to criticism and require to he re¬ 
formulated so that greater emphasis is 
placed on the creation of long-term employ¬ 
ment by productive use of labour-intensive 
methods. In fact, the necessity of having two 
separate programmes having basically 
the same objectives and being almost in¬ 
distinguishable in their implementation may 
be questioned, especially in the light ot the 
above discussion. 

Besides the need to reframe the objectives, 
the other elements of the programme ate 
also not properly conceived and the pro¬ 
gramme design needs to be modified. The 
absence of guidelines pointed by Hirway, 
however, is not merely a failure of detail but 
is a failure to conceptualise properly. Thts 
will become clear in the subsequent discus¬ 
sion on the planning process. 

In order to systematically plan an employ¬ 
ment programme it is necessary to balance 
the aggregate demand and supply of labour. 
I'his is to be done by, firstly, estimating the 
extent of labour available along with spatio- 
temporal distribution and preparing an in¬ 
ventory of technically feasible projects which 
can be commenced as soon as the need 
arises. It is, however, difficult to assess the 
demand for work and though methods do 
exist for estimating the deployable surplus 
labour, these are useful for planning at the 
macro-level and not at the operational level 
of the block or village/cluster of villages. 
Moreover, given the existing organisational 
capabilities at the block and district level. 
it will not be realistic to expect that an 
exercise to estimate the nature and magni¬ 
tude of unemployment can be conducted at 
this level. The only solution is through the 
registration of workers. Since the families 
living below the poverty line are conceptually 
the target group for the employment pro¬ 
grammes and have already been identified 
under the IRDP the benefit of the NREP 
and the RLEGP should be restricted to this 
group. In fact, while planning for the 
poverty programmes the sub-groups to be 
assisted under one or the other components 
could be distinguished in the course of the 
survey itself. This, as already mentioned, 
would constitute a real integration between 
the IRDP and the rural employment pro¬ 
grammes. However, the Seventh Plan though 
conceding that the survey of the poor 
households “may have to be accompanied 
by a process of registration of poor families 
with the objective of identification of target 
group households, not only for the IRDP 
but also for the delivery of an integrated 
package of benefits under the other pro¬ 
grammes connected with poverty alleviation 
and raising the level of living of the poor 
such as the NREP/RLEGP’*, does not 
propose any concrete measures. 

In addition, the Seventh Plan does not 
also consider any of the other issues but only 
reiterates that the NREP (and the RLEGP) 
win form an important component of the 


anti-poverty strategy. “As indicated earlier, 
this will have to be viewed as an integral |>art 
of the total package which would imply that 
an effort would have to be made to direct 
and monitor the wage-employment oppor¬ 
tunities accruing through this progiamnie to 
members of the target group including those 
identified under the IRDP.The main 
point, nevertheless, remains, namely, that no 
guidelines will ensure this integration unless 
the programme design itself brings this 
about. On the other hand, it goes on to say 
“suggestions have been made that this 
(RLEGP) should be merged with the NREP. 
However, considering that a substantial part 
of the RLEGP funds would be committed 
for the ongoing projects and also since it has 
not been found feasible to introduce a full 
guarantee of employment even to a limited 
section, this programme would continue as 
a separate entity for the time being. In the 
meanwhile, efforts would also be made to 
implement a limited guarantee for providing 
80 to 100 days employment to the rural 
landless households through this pro¬ 
gramme. The issue of merger and a wider 
guarantee could be considered at the mid¬ 
term plan review stage!’^'* 

The above quoted argument, to state the 
least, is totally invalid. In the first place no 
guarantee of employment, in any form, is 
being provided, let alone a “full” guarantee. 
Secondly, it would not be possible to provide 
even a limited guarantee unless the two 
programmes are merged. It may be noted in 
this context that the RLEGP objective while 
referring to the guarantee mentions “upto 
a hundred days”, that is, a maximum rather 
than a minimum level of employment that 
the concept of a guarantee implies!^’ 
Moreover, the argument regarding commit¬ 
ted funds could be cited every time and thus 
a programme once commenced could never 
be terminated. It may also be pointed out 
that no steps are being effected to taper 
down the programme as a result of which 
the eventual merger would be impossible. 

Considering the other aspect of planning 
for employment programmes, namely, the 
selection of the projects to be implemented, 
it is seen that while both the NREP and the 
RLEGP guidelines attempt to enumerate the 
various types of projects that can be taken 
up under these programmes, they at the 
same time state that these lists are only 
illustrative. Obviously, it is not possible to 
lay down all the projects that should be 
covered. However, it is possible to specify 
seleaion criteria that will ensure that pro¬ 
jects that meet the objectives of employment 
and income distribution to the poor are 
chosen. This would also permit prioritisa¬ 
tion among the various projects. 

The guidelines/instructions relating to 
these programmes; at present, do not have 
any such provisions. Further, no socio¬ 
economic appraisal is done at the time of 
preparation of the projects. In the case of 
the NREP the projects are identified by the 
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viltage panchayats and are scrutinised 
technically by the block level functionaries, 
the final plan being usually approved either 
at the block level or at the level of the District 
Kural Development Agency' (DRDA). The 
RLEGP being more centralised the project 
approval is given by the central government 
' on the basis of the undertaking that the 
technical aspects are according to the state 
norms. Thus, the selection and formulation 
of projects is extremely rudimentarv. 
Though the guidelines state that a conscious 
effort should be made to include those 
works that benefit the weaker sections there 
are no provisions to ensure that this is in fact 
done except through earmarking 10 per cent 
of the funds for works of direct benefit to 
the scheduled castes and scheduled tribes 
under the NREP and a special component 
for housing for these groups under the 
RLEGP. ^ However, the data available does 
not indicate the types of assets that have 
been constructed for these groups and only 
indicates the total number of such assets and 
hence it is not possible to state whether these 
assets would result in the provision of con¬ 
tinuous employment, that is, employment in 
the operational phase of the project/asset as 
opposed to employment in the construc¬ 
tional phase, to these groups. On the other 
hand, information regarding the other assets 
created which is available indicates a 
preponderance of infrastructural pro¬ 
jects/assets, a fact that has also been 
conceded by the plan document, and thus 
there is reason to believe that though these 
assets are meant for the direct benefit of 
the.se groups they do not contribute to their 
rehabilitation. Moreover, it may be pointed 
out that such assets which include roads, 
schooLs. etc, cannot be said to exclusively 
benefit these groups and there is reason to 
believe that quite often under the NREP a 
part of the expenditure on such items is 
shown on a pro-rata basis (in proportion to 
the SC/ST population). Hence the intention 
behind such earmarking is largely defeated. 

The Seventh Plan, however, reiterates that 
the NREP will form an integral part of the 
total anti-poverty strategy and ‘The same 
principle would apply in the choice of pro¬ 
jects which would, therefore, have to take 
account of labour-intensity of projects, their 
capacity to provide reasonably long spells 
of employment during implementation, 
direction towards poor, long-term income 
and employment generation potential, 
capacity to create a base for productive asset 
endowment and capacity for filling gaps in 
vital infrastructure”.’’ On this basis the 
plan lists out the works to which priority 
should be accorded but a closer analysis of 
this list would reveal that it includes almost 
every kind of work that can be taken up 
under the NREP! The plan, moreover, states 
that in order to overcome the problems of 
ad hoc selection of projects detailed 
guidelines for the roads, social forestry and 
housing sub-sectors have been issued. These 


guidelines, however, are in the nature'of 
technical guidelines of a very general kind 
and cannot be regarded as an aid to project 
selection. These observations also apply 
equally to the RLEGP. Therefore, instead of 
trying to enumerate all projects/works it 
would be preferable if appropriate socio¬ 
economic criteria could be worked out which 
’vould take into account the benefits from 
the project, particularly the flow of benefits 
to the target-groups, vis-a-vis the cost.“ 
Moreover, the present procedure is not 
adequate to even ensure that "productive” 
projects are selected even though the stress 
in the Seventh Plan is on the generation of 
productive employment. 

It may be pointed out that though these 
programmes are at present largely weighted 
towards providing short-term employment 
to the rural unskilled labour tho' fall short 
even in this respect. The main reason for this 
is that the criteria, at present, which qualifies 
a work/project for selection as a labour- 
intensive project is that the wage non-wage 
ratio should be 50:50. Thus, the wage com¬ 
ponent should be at least 50 per cent of the 
total cost. However, in the existing pro¬ 
gramme no distinction has been made 
between the wages of skilled labour that can 
be employed such as masons, carpenters and 
even road-roller operators (provided that 
they are on daily wages and are not depart¬ 
mental employees) and the unskilled manual 
labour that the target group, that is, the rural 
poor, particularly the agricultural labourers, 
can provide. As a result of this, the employ¬ 
ment content of these programmes is 
reduced and it is possible to have projects/ 
works which require skilled workers and 
whose requirement of unskilled workers is 
negligible. In addition under the NREP this 
criteria is to be applied at the level of a 
district.’* Thus, this requirement can be 
satisfied, for instance, ^ constructing a 
building with hardly any employment 
benefits for unskilled labour in one area of 
the district and compensating for this by 
taking up a toully employment oriented 
work with hardly any expenditure on 
materials in another area. This can, there¬ 
fore, result in distortions with hardly any 
employment given to one part of the district 
while the asset created in the other part of 
the district is not likely to be durable. 

Finally, in both these programmes the 
guidelines stipulate that the wages are to be 
paid partly in cash and partly in the form 
of fo^grains at the rate of 1 kg per manday 
of employment. The reason behind this is 
that the provision of wage goods is ensured 
and the inflationary effects of a public works 
programt^e reduced. The NREP in fact 
states the improvement of nutritional status 
as one of its objectives. The actual ex¬ 
perience in this regard as indicated by the 
plan document is that the per capita food- 
grain utilised has consistently remained 
below 'A kg. The basic reason for this is the 
poor distribution system. Yet despite this, the 


quantum of foodgrain has been incteased as 
a result of the large stocks of foodgrains 
available in the country fiom the level of 
1 kg by increasing the foodgrain allocation 
under these programmes. While such a move 
may have an economic basis unless the 
distribution system improves and there is 
actual utilisation of this additional amoum 
there will not be any increase in the resources 
committed to these programmes as has been 
claimed. On the other hand this can result 
in the decrease in the actual wages because 
the workers cannot actually get the grains 
or because they sell the grains/grain coupons 
at a lower price to get cash to purchase other 
wage goods that they require 

It would be clear from the above discus¬ 
sion that though the Seventh Plan identifies 
several shortcomings in so far as the rural 
employment programmes are conrerned and 
intends to remedy these the actual modifica¬ 
tions proposed are merely peripheral, it 
cannot, therefore be expect^ that as a result 
of these changes substantial improvement in 
the implementation of the programmes 
would take place. 

Organisational Aspects 

The Seventh Plan takes the view that the 
shortcomings in the implementation of the 
anti-poverty programmes arc basically the 
result of the weaknesses in the administra¬ 
tion and states that steps will be taken to set 
up an appropriate structural mechanism to 
ensure that these programmes are planned 
in an integrated manner and effectively 
implemented on the basis of the recommen¬ 
dations of CAARD. As the report of this 
committee is now available it is necessary 
to examine these recommendations in some 
detail. 

The report basically takes the stand that 
a total view should be taken of rural develop¬ 
ment and this should cover all the social and 
economic developmtmt activities rather than 
the anti-poverty programme being limited to 
only a few specific schemes. In addition, it 
is of the view that government machinery 
alone cannot be given the responsibility and 
that local initiative should be encouraged 
and the detailed strategy should be locally 
evolved, lb this end, the panchayati raj 
institutions should be activised and utilised 
and at the district level, the zilla parishads 
should be made the principal body for the 
management of all development program¬ 
mes, The report also reiterates the need for 
a properly formulated district plan and 
recommends that this role be performed by 
the ZP and the other PR institutions at the 
lower levels also be given the responsibility 
for planning, implementing, and monitoring 
the RD programmes. It is through a properly 
prepared district plan which will indicate all 
the activities of the development depart¬ 
ments having a bearing on poverty allevia¬ 
tion that the co-ordination dnd iatef ration 
which - are required is proposed to be 
achieved and tte effectiveness of the anti- 
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poverty measures thus ensured. 

in addition, the committee also proposes 
restructuring of the administration basically 
at the district level. The main recommenda¬ 
tion in this regard is that a post of a District 
Development Commissioner (DDC) should 
be set up whose rolp would be to look after 
and co-ordinate all the development acti¬ 
vities in the district. The committee goes on 
to say that the office of the DDC should be 
higher in status than that of the District 
Collector in order to establish the primacy 
of ‘development’ administration over 
“maintenance” administration. At the same 
time, it also mentions that where ZPs exist 
the DDC should be the chief executive of 
the ZP while in other cases he could function 
as the chairman and chief executive of the 
District Development Council 
Along with establishing the office of the 
DDC, the restructuring of the planning and 
implementation machinery at the district 
level is also proposed by setting up a district 
planning team as well a.s a district rural 
development team which, along with the 
finance and accounts officer in charge of 
budget, will form the main constituents of 
the planning organisation. The report, 
however, also states that the district level 
officers of the various line departments will 
continue to handle the work relating to their 
areas though these would be a part of the 
district plan and thus the line departments 
would be in charge of the implementation. 
At the block level, which will have the major 
operational machinery for implementing the 
luial development programmes, a similar 
exercise ol upgrading the BDOs’ post is 
proposed, besides the reorganisation of 
blixrks into viable administrative units. 
These, therefore, arc the main recommenda¬ 
tions of ihe committee and since the 
“failure" of the anti-poverty programmes 
has been seen as a failure of administration, 
it would be of interest to examine whether 
these proposed changes would make these 
programmes more effective. 

At the outset, before considering the 
administrative structures proposed, the 
approach that has been advocated needs to 
he discussed. While the need to adopt a 
holistic approach towards rural development 
ciinnot be denied, it must be pointed out that 
such an approach does lead to operational 
problems particularly when the field has 
such wide and far ranging implications. In 
fact, it is becau.se of this difficulty that it 
becomes necessary, for administrative 
purposes, to restrict rural development pro¬ 
grammes to specinc areas and asi^s so that 
they can be properly managed and imple¬ 
mented. Though different structural forms 
can be adopted while considering the 
organisational arrangements to achieve the 
project tasks, and certain forms such as 
network structures are more suited for 
complex development ptogrammes, tliere are 
inherent limitations on the degree of com¬ 
plexity (hat can be handled by any organisa¬ 


tion without impairing efficiency. Bearing 
these points in mind the proposed admini¬ 
strative restructuring can now be examined. 

It must be pointed but that Ihe CAARD 
also visualises a critical role for the planning 
function in ensuring the successful imple¬ 
mentation of the and-poverty programmes, 
lb quote “the preparation of a proper plan 
is a prerequisite for having a process of 
development which will ensure that the poor 
arc properly taken care of. All the develop¬ 
ment departments should clearly indicate the 
activities which they would undertake for 
assisting the pood”® However, it does not 
appear that the kind of planning that the 
report envisages will actually take place in 
the course of the Seventh Plan. The Plan¬ 
ning Commission had set up a Working 
Group on District Planning whose report 
became available in May 1984 and it was 
expected that district planning would be 
taken up by all the states from the first year 
of the Seventh Plan—an expectation that 
is yet to materialise.’* In fact, even in a state 
such as Maharashtra where the concept of 
district planning and decentralisation 
including the panchayat raj has been 
accepted since long, the actual planning 
process leaves much to be desired. Moreover, 
it is not cleat what the CAARD report 
means when it mentions identifying the 
specific activities for the poor in the schemes 
of a department, in case it implies identi¬ 
fying the component for the “poor” out of 
the normal scheme, as is done in the case 
of the special component plan for scheduled 
castes and tribes, this may not be possible 
and further the experience in respect of the 
special component plan has revealed that 
such benefit is very largely notional. In case 
weightage has to be given to projects which 
benefit the poor this has to be through 
appropriate selection criteria that take into 
account the flow of benefits to the poor but 
even if such an approach is adopted this 
should not be taken to mean that there is 
no necessity of having programmes exclu¬ 
sively meant to benefit the poor as the 
magnitude of the problem requires that such 
special programmes be implemented along 
with the general economic development 
programmes. 

In fact, the importance of the role of 
district planning in development was empha¬ 
sised as far back as the sixties but instead 
of concentrating on establishing this machi¬ 
nery and activating the planning process, a 
sepamte agency, namely the District Rural 
Development Agency was set up. This 
agency, as it does not have any field level 
functionaries for implementation, is basical¬ 
ly a funding agency with some subject 
matter specialists (assistant project officers 
and junior engineers) and can only do some 
rudimentary planning. Moreover, setting up 
such an agency amounted to a duplication 
of facilities. 

The CAARD report, however, docs hot 
attempt to remedy this situation. Instead, it 
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proposes that while the DRDA should be 
merged in the office of the DDC, the imple¬ 
mentation of the anti-poverty programmes 
should be supervised by a special committee 
of the ZP with the project officer of the 
present DRDA functioning as a member¬ 
secretary to this committee. Moreover, where 
there are no elected ZPs in existence, the 
DRDA should continue to exist in its present 
from. 

The Special Committee of the ZP or the 
District Development Council for District 
Planning and the Special Committee or 
DRDA for anti-poverty programmes will 
form two of the most important organs at 
I he district level and will need to be serviced 
by an official team headed by the DDC. The 
District Planning Team should consist of the 
principal district officers of all functional/ 
line departments and other experts, with the 
District Planning Officer as Convenor. The 
district anti-poverty team should consist of 
the principal district officers of all the con¬ 
cerned functional/line departments, with the 
project director as the Convenor.’^ 

Thuis instead of simplifying the organisa¬ 
tional arrangements CAARD introduces an 
unnecessary duality and proposes two bodies 
with almost similar composition. It may also 
be pointed out that it would be difflcult to 
differentiate between those departments 
which are concerned with the anti-poverty 
programmes and those which are not, parti¬ 
cularly in view of the holistic approach that 
has been advocated by CAARD. Since cen- 
irulised planning at the district level is the 
prerequisite for the success of these pro¬ 
grammes it would have been logical that a 
single deliberative body should be instituted 
in order to strengthen the planning process. 
At the most the anti-poverty comnqttee/ 
team can perform a reviewing/co-ordinating 
function in so far as the poverty alleviation 
programmes are concerned, a function that 
could be performed equally well if not better 
by a sub-committee of the planning body/ 
main planning body since such an arrange¬ 
ment would ensure the overall integration 
between the district plan and the anti¬ 
poverty component. 

In view of these reasons, it does not seem 
likely that the impiementaiion of the pro¬ 
grammes will improve as a result of the 
administrative restructuring that is proposed 
by the CAARD. In any case, in the earlier 
discussion it has already been pointed out 
that it is the strategy and the design of the 
programmes which should be modified as 
the shortcomings basically arise as a result 
of these and it is only after this is done 
that an organisational form that permits 
integration and a “synergistic” effect on the 
programme performance should be evolved. 
While this can be achieved by decentralising 
the implementation of the programmes and 
having a competent and strong planning 
agency, any multiplicity of agencies perfor¬ 
ming thts task would lead to problems. 
Thus, instead of having separate agencies 
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for planning, planning of rural deselopment/ 
anti-poverty programmes, and employmeiu 
planning as at present or even as proposed 
by the CAARD, it is necessary to have a 
single planning agency at the district level 
which can be provided with the necessary 
financial and adrainisiraiivc resources to 
achieve the optimum integration and effi¬ 
ciency rather than dissipating energies on 
many. This planning agency could then co¬ 
ordinate the activities of ail the implemen¬ 
ting agencies which along with 'it form a 
network which is the only po.ssible structure 
for handling programmes having such wide 
ramifications and operating in a complex 
environment. The planning agency and the 
planning board or council, the deliberative 
body, would, therefore, function as the lead 
agency for not only these specific program¬ 
mes that have been discussed but all develop¬ 
ment programmes having a bearing on 
poverty removal and would influence the 
implementing agencies through joint alloca¬ 
tion of funds, joint planning of activities, 
monitoring and review as well as political 
support as it would include the elected 
representatives. It is only in this manner that 
the holistic approach advocated by CAARD 
can be operationalised. 

As far as the field level organisation is 
concerned these programmes, particularly 
the iRDP, will have to continue to be imple¬ 
mented through the block level staff though 
the employment programmes can be execu¬ 
ted through the various public works agen¬ 
cies as is done under the Maharashtra ECS 
under co-ordination of the planning agency. 
However, in the case of the IRDP the village 
level workers will, as at present, identify the 
target families with the usual verification/ 
ratiHcation procedures though the actual 
package will be planned and designed at the 
block-level with the assistance of the subject 
matter specialists. This, in fact, is the role 
and purview of block-level planning, at 
present, rather than attempting any detailed 
local resource inventory preparation and 
utilisation plans, an exercise which should 
in the present circumstances be restricted to 
the district level. In case, the strategy of 
viewing the target group as two sub-groups 
with different requirements is followed then 
it would also possible to even have 
household income plans with the available 
administrative resources. For assisting those 
households requiring work, employment 
plans at the block-level would be required 
to be prepared. The specialists at the block 
office would operate under dual authority 
of the BDO and the distridt level ofTicers 
which would allow some degree Of decentra¬ 
lisation along with control both by func¬ 
tional heads as well aS the BDO who is the 
field administrator for these programmes. 

While it is not intended in this paper to 
discuss in detail the administrative j^nge- 
ments in the district and lower lev^s, one 
issue, namely, the relationship between the 
‘regulatoryV'maintenance' and develop¬ 


mental administration needs to be discussed 
as this is an issue that is tdways present. Ilie 
CAARD report suggests that a post of DDC 
be created to co-ordinate the development 
activities in the district and that this office 
“be of a higher status than that of the 
district collector in order to establish the 
prirpacy of the developmental administra- 
rion over maintenance ^ministration”. Such 
a stratagem can not resolve an issue which 
is basic and is inherent in the existing 
administrative structures and their nature. 
To state the problem, on the one hand the 
magnitude of the developmental tasks 
requires that the co-ordinator should be pre¬ 
eminent and on the other hand, the histo¬ 
rical context and actual content leads to the 
collector, the ‘maintenance’ administrator, 
achieving greater importance. However, this 
is not merely a question of relative status but 
raises the issue of the relationship between 
these two divisions and the kind of struc¬ 
tures that must be designed to achieve 
maximum coherence. 

Among the suggestions that have been 
made is one that would have a three-tiered 
structure with the district having a constitu¬ 
tional status and there being a district 
government.’-’ Though such an arrange¬ 
ment may obviate the problem of duality it 
must be remembered that the district 
administration has, based on experience, 
evolved over a period of time and any alter¬ 
nate form would require to be introduced 
with circumspection. While then; are certain 
advantages of decentralisation, there are also 
certain disadvantages as the immediacy of 
the issues also hinders the local authority 
from taking an objective view and resource 
mobilisation through local taxes also poses 
a problem for similar reasons. In addition, 
the DDC's relationship with the zilla 
parishad would also pose problems parti¬ 
cularly if the DDC is made the chief execu¬ 
tive of the zilla parishad. The reason for this 
is that the DDC is required to play a dual 
role with a responsibility towards the state 
government and yet is directly accountable 
to the local body and this results in a situa¬ 
tion of conflict.’^ It is for this reason that 
the district collector should continue to 
remain the co-ordinator and the post should 
be upgraded, at the same time providing 
senior level officers who would under his 
supervision look after both the 'mainte¬ 
nance* and the developmental and planning 
functions. 

However, the main point that emerges is 
that while the CAARD has addressed itself 
to some of the rntuor issues regarding the 
administration of rural development pro¬ 
grammes its recommendations, even if they 
arc adopted, will not solve the basic pro¬ 
blems of developmental administration 
taking into account the political structures 
and systems that esdst at the state and district 
levels, their respective domains and the con¬ 
straints that operate within these. It is these 
parameters which are going to play a more 


and more crucial role in determining the 
operational aspects of development pro¬ 
grammes, but being in the domain of 
political organisation there is little that can' 
be done by administrative committee except 
for recommending the ideal. In sum, there¬ 
fore, it is felt that the great reliance placed 
by the Seventh Plan on CAARD for solving 
the implementation problems and hnproving 
the impact of the poverty alleviation 
programmes appears to be misplaced. 

CONCUUSION 

In this paper an attempt has been made 
to review the main poverty alleviation pro¬ 
grammes covered in the rural development 
sector, in the light of the experience in 
implementing them during the Sixth Five- 
Year Plan. This review is based primarily on 
the various evaluation studies of these 
programmes conducted by different agencies 
as well as a discussion of the observations 
made by economists and other writers on 
development. 

The view that emerges from this analysis 
is that these programmes suffer primarily 
from a lack of conceptual clarity and an 
inadequate understanding of the complex 
nature of the environment in which these 
programmes have to be implemented. It is 
thus the programme design which needs to 
be reviewed, taking into account the implica¬ 
tions of the ‘environmental’ factors and 
carefully assessing the ‘capacity’ of the 
administrative machinery that is available. 
Greater clarity about the objectives and 
goals of each programme, the norms and 
other criteria for project selection, as well 
as role specificity of the different levels in 
the organisational structure involved in 
executing the programmes—all aspects of 
more systematic programme planning and 
design—would go a long way In giving these 
anti-poverty programmes at least a chance 
of success in the field. 

Instead, it is seen that under the pressure 
of criticism regarding the impact of those 
programmes on the problem of poverty in 
the course of their implementation during 
the Sixth Plan, the modifications made 
during the Seventh Plan to make these 
programmes more effective, skirt the main 
issues, and either tinker with notional 
criteria such as raising the income limit to 
Rs 6,000 or reiterate good intentions like 
organising the poor. It is obvious that such 
a revision of the ‘strategy’ will not have the 
desired effect and help solve the problem. 
Though it has been claimed on the basis of 
the concurrent evaluation studies that there 
has been a substantial improvement in the 
impact of the IRDP the data Oh the bene^ts 
to the new (post-Sixth Han) benefidarin is 
not yet available to warrant such a con¬ 
clusion. On the other hand, the general 
condusionathat emoge from these fadings 
tend to support the earlier observations 
regarding the operational difficulties in the 
strategy adwpted. Ftor instance; the extent of 
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wrong idcntiftcation was around 7 per cent 
at the national level in the half yearly survey 
and thpugh at the all-India level around 60 
per cent beneficiaries were selected by the 
Gram Sabha (a measure which according to 
the plan document will reduce the incidence 
of wrong identiHcation) in some states where 
over 80 per cent of the identification was 
done by this mode there was wrong identi¬ 
fication ranging, from 10 to 17 per cent. As 
regards income difference, in 46 per cent of 
the cases the difference ranged between 
Rs 500 to l,000~an error in estimation of 
14 to 29 per cent—proving the point about 
difficulties in income assessment. Despite 
intentions of providing post-asset acquisi¬ 
tion services only 4 per cent beneficiaries 
were given training while 25 per cent were 
given after-care support.” In view of this it 
cannot be expected that the performance of 
these programmes will improve adequately 
as a result of the marginal modifications 
introduced and that the stated goal of bring¬ 
ing down the percentage of households to 
less than 10 per cent by 1994-95 will be 
attained even by the year 2000 AD. 

Since poverty still continues to be the most 
important problem confronting the Indian 
economy, and rural poverty is its major 
facet, a more substantiki debate on the 
strategy and design of anti-poverty program¬ 
mes is essential. Rather than blaming ‘poor 
implementation’ or 'weak administration’, a 
fuller understanding of the social and 
physical environment including its organisa¬ 
tional aspects, of the strategic management 
roles required at different levels and a clear 
conception of the purpose of each pro¬ 
gramme and the manner in which they 
interlock to mutually reinforce each other 
would go a long way in making a dent on 
the problem of poverty. 
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has been pressing for an increase in (he 
imesiineiU per household and had proposed 
a lifnil of Rs 6,000. While with the increased 
level of investment the incrcincnial income 
vvould be more and the chances of a house¬ 
hold crossing the poverty line higher this 
would lead to lowei covet age unless the 
outlays are increased. As the actual subsidy 
credit is 1:1. 87 the subsidy per household 
requited at this level of investment would 
work out to Rs 3,208 (limited to Rs 3,000). 
Since the Scscnih f’lan outlay available for 
new beneficiaries is oiilv Rs 1,664 crorc 
(Rs 225 ciorc t'Cing e.iimarkcd as supple¬ 
mentary assistance lor 4.5 million old 
beneficiaries at the latc of Rs .500 jicr capita) 
only around 5..5 million would he covered 
against the target of 20 million ptoposed. 
Incidentally, this also shows how the tji gets 
bear no lelation to (he actual outlays and 
support the view that less stress should be 
given to poverty amelioration through the 
transfer of assets approach as the limited 
funds and higher targets will ultimately 
reflect on the quality of assets provided. 

19 It is quite likely that the initial income of 
such households was low as a result 
of which the IKUP a.ssisiance was not 
adequate to bring them above the Rs 3,500 
limit and that such households would still 
be in the Rs 0-2,265 group. In such a case 
even with the supplemental assistance they 
would not cross the earlier limit let alone 
the revised one, 

20 Hirwi-y, Indira, op cii, p 119. 

21 See Bagchee, S, T.inployment Guarantee 
Scheme in Maharashtra’, Economic and 
Political I4i?ekly, Vol XX, No 37, September 
IS, 1984. 

22 The category "rural landless” has not been 
defined and nor is any data available either 
from the decennial census, the Agricultural 
Census or the NSS regarding the number 
of such households problem even rudimen¬ 
tary planning of the programme at state or 
national level is not possible. 

23 ‘The Seventh Five Year Plan’, Vol II, p 59, 
para 2.45. 

24 Ibid, p 60, para 2.51, 

25 Government of India, Ministry of Agri¬ 
culture and Rural Development [Depart¬ 
ment of Rural Dev'clopment], ‘Instructions 
for the Implementation of the Rural l-and- 
less Employment Guarantee Programme’, 
New Delhi,. April 1985, p 1, para 2 

26 While under the NREP there is a provision 
for earmarking of funds for this purpose 
no such provision in the RLEGP and it is 
only from 1985-86 that a scheduled caste/ 
scheduled tribe housing componem was 
introduced under the RLEGP. 

27 "Vhe Seventh Five Year Plan”, p 59, 
para 2.45. 

28 See Costa, £, Guha, S, et ul, “Guidelines 
for the Organisation of Special Labour 


Intensive Work Programmes”, ILA Geneva, 
March 1977; Gamier, Philippe, “Intro¬ 
duction to Special Works Programmes”, 
ILO, Geneva, 1982 and “Report to the 
Government of India on Suggested Measures 
to Improve the (\:rfoimance of the National 
Rural Development Progiamiruf’, IIA 
January 1984, for methodology for flows- 
of-benefus analysis [FBA). 

29 See Government of India, Ministry of 
Agriculture and Rural Development 
[Department of Rural Development], 
"National Rural Employment Programme 
Guidelines”, New Delhi, August 1985, p 6, 
paia 13.1. 

30 Government of India, Ministry of Agri¬ 
culture and Rural Development [Depart¬ 
ment of Rural Development], “Report of 
the Committee to Review Existing Arrange¬ 
ments Rural Development and Poverty 
.Alleviation Programmes”, December 1985. 

31 Government of India, Planning (.'ommis- 
sion, ‘The Report of the Working (iroup on 
District Planning’, May, 1984. Report of the 
Working Group on Block-level Planning is 
an even older report which is still to be acted 


FROM tlic beginning of 1987, 21 Soviet in- 
dustiial ininistries as well as 67 of the big¬ 
gest associations and enterprises will be able 
111 do business directly with other countries, 
undei party/goverrunent resolutions adopted 
in September 19S6. Until now the 60 or so 
foreign trade organisations (FTOs) controll¬ 
ed by the ministry of foreign trade have 
dominated external trade, each FTO dealing 
with a particuair range of produci.s. The 
ministry will reUiin control over trade in fuels 
and raw materials (including oil sales), other 
good.s of ‘national importance’, and will con¬ 
tinue to authorise large-scale projects involv¬ 
ing substantial capital investment and 
foreign exchange expenditure, so that only 
about 6 per cent of foreign trade will be af¬ 
fected by the reorganisation. Those in¬ 
dustrial ministries and enterprises given 
direct trading rights will be allowed to use 
90 per cent of thier export earnings for the 
purchase of new equipment to expand or 
modernise existing plant, or to improve the 
quality of output for export. This is expected 
to give a real incentive to Soviet suppliers 
to boost exports, or limit imports, and is in 
lihe with the leadership’s calls for an hicreaM 
in the output of goods at world standards. 
The developments seem to complement the 
Soviet government’s expressions of interest 
in associating with the 92-nation General 
Agreement on Ihriffs and Tirade (GATT)- 
They are also consistent with Gofbachev’s 
efforts to reform the domestic economy. 

The Soviet authorities announced their 
willingness to permit joint vehtuies with the 


upon. In this connection see Bagchee 
Sandeep and Bagchee, Aruna, ‘The 
Dantwala Committee and After*. Economic 
and Political Weekly, Vol XX. No 23,' 
June ,7, 1980. 

32 “Report of the CAARD”, p 65, para 9.10. 

33 For example see Mukherjee; Nirmal, 
‘District Government’, Indian Express, 
September II and 12, 1985. 

34 While the CAARD report mentions that the 
mixing of regulatory work with develop¬ 
mental work has brought the collector into 
conflict with the various forces in the 
district it fails to recognise the conflict that 
is inherent in the CEO’s role. An excellent 
example, of thi.s is in the case of Maha¬ 
rashtra which has accepted the ZP system. 
Here this conflict is evident and the average 
tenure of a CEO is even less than that of 
the coUector. 

35 Government of India, Ministry of Agri¬ 
culture and Rural Development [Depart¬ 
ment of Rural Development], “Concurrent 
Evaluation of IRDP: The Main Findings of 
the Survey for October 1985-March 1986”. 
New- Delhi. June 1986. 


west, either in the Soviet Union or elsewhere, 
on the basis of 51 per cent Soviet, 49 per cent 
western, shareholding—a move they hope 
will provide not only access to we.scern 
technology on advantageous terms but also 
to western quality control, management 
techniques and marketing and distribution 
networks. In an interview with a West Ger¬ 
man magazine, reported by the official news 
agency 1hs.s on September 24, 1986, prime 
minister Ryzhkov reiterated that the USSR 
was in favour of such ventures, though 
Soviet laws would have to be observed. The 
output of joint enterprises would be divid¬ 
ed between partners, he said, and could be 
exported to third countries as well; foreign 
partners would be able to repatriate their 
profits. He thought that “judging from in¬ 
formation coming in... many firms are in¬ 
terested in this form of co-operation”. 
M Pankine, head of the Department of In¬ 
ternational Economnic Organisations at the 
Soviet foreign trade ministry, told the United 
Nations Conference on IVade and Develop¬ 
ment (UNCTAD) in September 1986 that 
joint companies would control the prices of 
their products, and the foreign partner 
wo^uld have a say in management and quality 
control. In practice, Soviet interests and 
those of western investor^—in seeking hard . 
currency profits and new markets in the 
Soviet-ied Council for Mutual Economic 
Assistance (CMEA)—could prove incom¬ 
patible Many observers therefore question, 
the degree of iinpKt that the joint ventures 
legislation will have. 
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^thout Rights: Ho Women of 
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While the role of unequal land rights in determining the status of different caste and class groups in India has 
been the subject of much debate, their impact on women’s status has generally escaped attention. In fact the 
patriarchal bias of the social and the legal system gives rise to the assumption that once the men of the family 
have land, the women’s needs are automatically taken care of. This study attempts to place the issue of the denial 
of land rights to Ho tribal women in the context of women's daily lives, work, struggle Jor survival and status 
in the family and community. 

This is the second part of the paper which is being published in three parts. 


Wmiik'ii and thr Family 

A NO'IABIL feature of maitiage in Ho 
society is that the age at marriage of Ho 
tsunicn is much highet than among hindu 
peasant groups. Most of the women intei- 
viewcd did not know their exact age, and, 
therefore, could not give accurate mforma' 
turn regarding their age at marriage. But, by 
and latge, most of them seem to have mar¬ 
ried in then twenties. 1 his seems to accord 
with what is known about the age of mar¬ 
riage among the Hos. Child matiiagc is 
unknown and even teenage mairiages aie 
rate 

Ho society allows gieater freedom of 
choice to women in marriage as compared 
to hindu peasant group's But this freedom 
IS circumscribed b> vaiious customs and 
taboos. Even though there is relatively 
greater freedom m intermixing between men 
and women, an unspoken but strict code 
opeiatcs for instance, if a woman is alone 
in the house, no man other than a family 
member will entci the house, in the course 
of work, men and women observe an un¬ 
stated kind of segiegation. Women usually 
move aiound in gioups, when going to the 
forest, fields or market An unmarried 
woman will never go with a man to gather 
fuel, but sometimes, a man may accompany 
his wife to fetch heavy logs. 

There are regular occasions when men and 
women intermix. The most important are the 
weekly markets held in each area. Rice beer 
is sold and consumed, and men and women 
are expected to court. At festivals such as 
Maghe Parah which is celebrated soon after 
the winter harvest, many restraints are 
dropped. Unmarried women sing, dance and 
drink with abandon. Men are expected 
openly to woo women and many marriage 
alliances are formed at this time. Such a self- 
arranged marriage is known as Jisuku. 

Men and women do not enter into any 
other form of alliance except that of mar¬ 
riage. Ho society has no space for casual 
or serious friendships between men and 
womim- tong drawn out love affairs or 
betrothals are also rare. As soon as a man 
and woman show interest in one another, 
they are expected to surt living together as 
man and wifb, provided that neither family 
has strong objections to the mau;b. Some¬ 
times, a.man and woman who cliter into a 


Jisuku man lagc have a prior acquaintance 
by virtue of being from neighbouring 
villages. But. sometimes, a woman will go 
with a man she has met for the first time 
at a market or festival. If she finds, on 
reaching his house, that he is very poor or 
already has a wife, she may leave immedia 
lely. But even if she leaves a few hours after 
going to his house at his invitation, she may 
be considered married, and may lose her 
usufiuctory right in her parental land 

Self-arranged alliances also lake place 
between men and women working at brick 
kilns or mines, away from thbir villages. 
Women enter in these alliances without in¬ 
forming their families. It is signiiicant that 
though women have the right to accept a 
proposal without consulting their families, 
the proposal, in all the forms of marriage, 
must come from the man or his family. 
Ncithei the woman nor her family are 
expected to make marriage proposals. It one 
asks an unman icd woman why she has not 
married, the answer often is; "No one has 
called me yet." 

Marriages arranged by families are known 
as andi and diku andi These are held in 
higher esteem than other types of marriages. 
Negotiations over bride price play a large 
part in them. The headman of the village 
and kiUi elders are supposed to be consulted 
before an andt marriage is finalised. The 
andi is the tiaditional form and the diku 
andi is borrowed from the hindus. P C Roy- 
chaudhury observed in 1958: “Recently 
among the manki-munda class a peculiar 
form has come into vogue known as diku 
andi. In this form of marriage, in addition 
to traditional tribal customs, some local 
hindu rites have also been added, such as 
participation of a brahmin priest and the 
employment of the hindu barber.'^”" It is 
mostly well-to-do families living in close 
proximity to hindus who have adopted these 
rites and ceremonies. But, even in such 
marriages, traditional observances have not 
been entirely given up. 

Of the 22 married women in our sample, 
17 (about two-thirds) had self-arranged mar¬ 
riages. Five reported that their parents or 
other relatives had arranged the marriage. 
Of these five, three women considered their 
marriage good and ascribed this to the fact 
that it was family-arranged. Of the 17 self- 
arranged marriages, 12 women seemed to be 
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having a rough time. 

IWo other types of marriages mentioned 
by anthropologists are opertipi and anader, 
but these are not common today. Operlipi 
is mariiage by abduction. Sometimes, the 
abduction takes place by mutual agreement 
of the couple. But even when a woman has 
been abducted against her will, she is often 
forced to accept the marriage for fear of 
social ridicule. Anader is when a woman 
forces herself into hci lover's household as 
his wife, against the wishes ol his family. 

Hos are usually expected to marry outsit 
the village. This custom is strengthened by 
the taboo against marrying within the kith 
or clan Some villages are dominated by one 
kith in which case it becomes necessary to 
mairy outside the village. Men and women 
of the same kith aie supposed to be cousins , 
and marriage between them is considered , 
incest But in villages like Karonja which , 
hate a population comprising different 
killis, marriage within the village is not 
uncommon. 

One cannot help noticing the great con¬ 
trast between Ho women and women of 
non-tribal peasant groups in India. Ho 
women do not have to take their parents’ 
permission or approval in order to accept oi 
reject a marriage ptoposal. Even when the 
family arranges a marriage for a daughtei; 
she has a right to refuse and her wish is sup- 
posed to be respected. But, if the family is 
under pressure from more powerful families, 
they may push her to marry. Frequently, an 
unmarried woman may be pushed into mar¬ 
riage by her brothers, especially if they have 
wives to labour in the fields and do not need 
her labour. 

Does this mean that Ho women get a bet¬ 
ter deal in marriage than do women of non- 
tribal communities? In some ways, yes. They 
do not enter into marriage in the same spirit 
of self-abnegation as women of most other 
peasant groups in India. They are not brain¬ 
washed into expecting a husband to be a pro¬ 
tector and provider They are much less 
caught up in romantic myths of marriage, 
and openly talk of it being a bad deal which 
they are compelled to enter for survival. 
They are fully conscious that they will have 
to work like slaves in the husband's home, 
can expect to be beaten, and cannot expect 
security as a right. Thu.s, in many ways, they 
are mentally better prepared to fend for' 
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themselves, whether or not the marriage 
breaks down. 

Women neither get nor expect much emo¬ 
tional sustenance from their husbands. If 
one asks a woman whether her husband 
“loves” her, she normally understands this 
to refer to sexual relations. The only word 
in use for “love” in the Ho language is 
“dular" which usually refers to affection for 
diildren. I was told that even this word is 
rarely used in everyday conversation. 

In general, all a Ho woman asks is that 
her husband not actively maltreat her and 
not throw her out of the marital home. Most 
Ho women cannot get even this minimum 
consideration because they do not have the 
power to enforce their customary rights as 
wives, eventhough these are upheld in prin¬ 
ciple by tlieir society. 

DiSrANCF FROM NATAL FAMILY 

The denial of equal land rights to women 
amongst peasant groups in India, including 
the Hos, is often justified on the grounds 
of patrilocal family structure. It is argued 
that because a woman shifts to her house- 
band's home and village on marriage, she 
will not be able to cultivate land in her natal 
village, so there is no use her inheriting 
parental land. It is also argued th-.t she, as 
a wife, acquires an unwritten but real right 
in her husband's family land, from which 
all her needs are met. 

However, my study indicates that while a 
man in Ho society strengthens his economic 
position through marriage, acquiring a 
worker on his land, a woman's position 
becomes more tenuous. She loses the 
usufructory right she had in her parental 
land, but ttie process of gaining even 
minimal rights in her husband's land is an 
uncertain and hazardous one. 

Most marriages amongst the Hos are seif- 
arranged and since these alliances are made 
at local festivals and weekly markets, people 
tend to marry either in their own village, or 
in nearby villages. This is because people 
normally attend only the markets and festi¬ 
vals at villages within walking distance of 
their own village, or at most, an hour or so 
away by bus or train. This clearly emerges 
from my village sample. Seven of the 22 
married women interviewed had married in 
their own village. The natal villages of six 
others were less than three hours' walk away. 
One woman's natal village was one hour's 
walk away. Eight women were more than 
three hours' walk away. Of these, the natal 
village of one was 40 km away and that of 
another was l‘A hours’ walk and half an 
hour’s train journey away. 

Thus, most of the women are reasonably 
dose to their natal viUages. The distance, in 
most cases, is much less than the distance 
they routinely cover to gather firewood or 
to procure salt and soap from the market. 
So if a woman had land to cultivate in her 
natal village, it would be possible for her to 
manage it. Therefore, there is no justification 


in denying women land rights on the ground 
of their moving out of the parental home 
after marriage. In fact, there is good reason 
to believe that if women had secure land 
rights they would tend to marry even closer 
to their parental homes than they do at 
present. 

When parents have no son, they may 
invite their daughter and son-in-law to live 
with them and cultivate the land. There is 
no stigma attached to a son-in-law living in 
his wife's parents’ house comparable to that 
which prevails amongst hindu peasant 
castes. But the woman’s father’s male 
agnates will perceive her persence as a threat 
to their inheritance rights and will exert 
tremendous pressure to get rid of her and 
her husband. For instance^ Maki Bui, peti¬ 
tioner in the Supreme Court case, is keen 
that her daughter and son-in-law live with 
her in her village and cultivate her deceased 
husband’s land over which she has a asufruc- 
tory right. But she dares not keep them there 
for fear that they may be attacked, even 
murdered. 

Marriages outside the Tribe 

Hos are not allowed to marry outside the 
tribe and intercommunity marriages are sup- 
po.sed to be punished with social ostracism. 
But, in fact, this code has been relaxed con¬ 
siderably for men. Men who go to work in 
mines and industries outside the village oc¬ 
casionally contract marriages with women 
of other tribes. The man is not usually 
ostracised when he comes back to his village 
with a woman from another tribe. But she 
is never allowed to forget that she is not a 
Ho, and is not allowed to feel an integral 
part of the village. 

Marriages between tribals and non-tribals 
are very uncommon. When women go to 
work in mines and kilns, non-tribal men 
often keep them as mistresses and exploit 
them sexually in various ways. Ho society 
has a strict code governing male-female rela¬ 
tions but it is strict in different ways from 
that operating in non-tribal societies. When 
a Ho woman enters into a regular sexual 
relation with a man they are considered mar¬ 
ried in Ho society. But by the standards of 
morality prevailing in Christian and upper 
caste hindu culture, such a woman is con¬ 
sidered a mistress or a prostitute and is 
despised, although the man is not similarly 
treated. This conflict of cultural norms has 
led to much abuse of Ho women by non- 
tribal men who see these women as pro¬ 
miscuous and treat them as easy game Such 
women are usually ostracised when they 
return to their village, especially if they have 
children by the alliance Those women who 
are economically vulnerable are usually 
treated with greater severity than those who 
are better off. It is extremely rare for a non- 
tribal man tq marry a tribal woman except 
for fraudulent purposes. There have bem 
several cases of non-triba) men marrying 
tribal women in order to get tribal land on 


bandhak. 

When a woman U. declared tanjomem or 
ostracised for having a ddld by a non-tribal,. 
she is not allowed to draw water from the 
village wcU ot to join in village rituals and 
festivities. Nor is she allowed access to the 
portion of the house where ancestral spirits 
are worshipped. No one will talk to her, ac- 
cqH food or drink from hen or give it to her. 
Her fsmily, too, is ostracised in the same way 
unless they make her leave their house and 
also ostracise her. When she dies, her dead 
body cannot be touched by the members of 
the killi nor put in the sasan.* 

An ostracised woman is accepted back as 
a member of the community only if she pays 
a heavy penalty such as Rs SOO in cash, a 
goat, a chicken and several pots of rice beer. 
Often, her brother will pressurise her to pay 
or quit his house. Since very few women have 
the money to pay such a heavy fine, most 
have to leave the village and migrate for 
employment. 

While the Hos consider marriage or 
alliance with a non-tribal illegitimate, it is 
signiHcant that they have no concept of 
illegitimacy of a child. Amongst the Hos, 
as long as the father is a trjbal, a woman 
is not stigmatised for the birth of a child 
outside marriage, as she is among hindu, 
muslim and Christian groups. Even if a child 
is born after a brief affair without the 
parents having lived together, the child is not 
considered illegitimate. The men of the 
village hold a meeting and ask the woman 
to name the father and give some evidence 
of her relationship with him. She is not 
cross-examined as in a court of law. Her 
statement is given due weight. The man is 
expected to take responsibility. With the 
gradual breakdown of the internal cohesive¬ 
ness of the tribe, it often happens that men 
do not honour their commitment. If this 
happens, the woman is left to bring up the 
child on her own, but she is not despised or 
ostracised, nor is it impossible for her to 
marry another man, as would be the case 
amongst other peasant groups. Sometimes, 
she finds a way to shift the burden of ,the 
child on to the father. When the man who 
had fathered,Sona’s child publicly denied it, 
she quietly went away to Calcutta to work 
at the brick kilns, leaving the child on his 
doorstep. 

The influence of Christian missionaries 
and of hindu peasant groups has had a very 
negative influence on the relatively egali¬ 
tarian sexual morality among tte Hos. 
Educated tribal men. especially when living 
in close proximity to hindus or Christians, 
become som«vhat enamoured with model' 
ling th^ family life on the pattern of land-' 
owing hindu peasant groups as a |M%K>f of 
their upward mobility. Their ideas of legiti¬ 
macy and illegitimacy of children esit- 
diing .on. educated in white <»llilr jobs 

tte b^ainttg to aspire td have bou^bdiind 
wives as a mark of higher status. 'They 
also ad^tii^ reptessive marrhigc'tni^iyDS 
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from Hindus and Christians, eventhough in 
many ways, Hos have been able to resist the 
process of cultural assimilation relatively 
better than certain other tribes such as 
Mundas and Oraons. 

Bride Price versus Dowry 

Among the Hos, a family has to pay 
gonong to a woman's natal family 
represented by her father, brothers or other 
male agnates as a price for a wife for their 
son. This usually consists of cattle and some 
cash. They may also give gogts and poultry. 
The custom is partly an acknowledgement 
of the value of a woman—both to the house¬ 
hold she is joining and to the household she 
is leaving. 

When the marriage is arranged by the 
families, they usually try to come to an 
agreement in advance about the amount of 
gonong. The paying capacity of the groom's 
family and the social status of the girl’s 
family seem to be the chief determinants of 
the bride price. But a girl who is healthy and 
known to be a sturdy worker is likely to fetch 
a higher bride price, while a woman in ill 
health is not likely to get many marriage 
offers. 

It is not unusual for bride price agree¬ 
ments to be violated. Often, the groom’s 
family promises to pay aVertain amount 
later, but after the bride has gone to their 
house, they either default altogether or pay 
less than the amount agreed. In such cases, 
the girl’s family seldom insists beyond a 
point lest that become an excuse for the man 
to throw the wife out. The ability to insist 
and extract more also depends on the social 
and economic status of the girl’s family in 
comparison to that of the man’s. 

If a woman wants to leave her husband 
and remarry before he has remarried, the 
custom demands that the husband be com¬ 
pensated for the bride price by the man will¬ 
ing to marry her, or that her natal family 
returns the payment made to them. This may 
be one reason why it is not very common 
for women to remarry, and even rarer for 
them to remarry before the husband does so. 

Of the 22 married women, 13 had received 
gonong at the time of their marriage. Nine 
out of 22, that is about 40 per cent, had 
received no gonong at ail. Of the six who 
were 40 years of age or more, all but one had 
fetched bride price. Of the nine women 
under 30 years of age, six had received no 
gonong whatsoever. In one case, the gonong 
was much less than the full promised 
amount. This suggests that bride price has 
been on the decline in the last few decades. 
Of the nine families that did not give any 
gonong,- four did not do so because of 
ppverty. Naguri Surin and Ranpati Sundi ex- 
plainbd that their husband’s family had only 
one pair of draught animals. If they gave 
away even .ope gniihat, .they wotiM not be 
able totiidttgib th^r dwA land. This would 
fuitb« ftoi^lse th^ ptetaripus ecmiQtny. 


In. a self-arranged or runaway marriage, 
where the woman goes to the man’s house 
without prior negotiations, her family is 
likely to insist on an appropriate bride price. 
If the boy’s family does not agree, the girl’s 
family may sometimes threaten to take her 
back, but the threat is rarely executed. Of 
the 17 self-arranged marriages in our sam¬ 
ple, 10 women had fetched no bride price 
at all. In one case, only a small part of the 
payment agreed upon was made. In contrast, 
in all of the-Tive parent arranged marriages, 
gonong had been paid and was usually more 
substantial. Even though it seems that pay¬ 
ment of bride price is relatively less likely 
in self-arranged marriages, our sample 
shows that in those cases of self-arranged 
marriages where a bride price was paid, the 
amount was not very different from that 
paid in family arranged marriages. 

Over the last few decades, there has been 
a general trend of decline in the practice of 
bride price. In 1935, D N Majumdar did an 
informal survey of marriages in 11 families 
df a particular village. He found that in 44 
of the 53 marriages, bride price had been 
paid. The amounts paid were much higher 
than those in our sample. The five highest 
bride price amounts were as follow.s; 

1 40 cattle and Ks SO 

32 cattle and Rs 30 
40 cattle and Rs 30 
25 cattle and Rs 4S 
25 cattle and Rs 45.'° 

In our sample, the women interviewed 
reported much lower amounts. The five 
highest were: 

1 10 cattle and Rs 100 

2 5 cattle and Rs 400 

3 5 cattle 

4 5 cattle 

5 4 cattle. 

The lower number of cattle given could in 
part be explained in terms of a reduction of 
the amount of grazing land available because 
of increasing land scarcity in this area. But 
it is significant that the decline in the 
number of cattle given has not been accom¬ 
panied by an increase in the uninflated value 
of other forms of payment in cash or kind. 

It has often been made out that the 
custom of bride price, like dowry, has harm¬ 
ful consequences. It is supposed to result in 
a large number of women remmning unmar¬ 
ried because many families are unable to 
offer the requisite payment for a bride. It 
is said that men from poorer families can¬ 
not find wives easily and end up remaining 
unmarried for life. As far as my informa¬ 
tion goes, this theory is not based on facts. 
It U much influenced by the personal pre¬ 
judices . of the colonial administrators. 
Christian mi$.sionaries and upper caste 
Hindus have found the practice unacceptable 
because k openly acknowledges women’s 
econwnk worth—a notion alien to their own 
culture. Dalton and Risley observed: “in no 
other country [part] in India are spinsters 


found so advanced in years and in many of 
the best families grey-headed old maids may 
be seen whose charms were insufficient to 
warrant the large additions to the usual price 
called ‘Pan’ imposed in consideration of the 
high connection that the union would con- 
fed’" Captain Haughter even proposed the 
abolition of bride price but it was Hayes who 
in 1868 initiated some measures to combat 
it. He convened a meeting of tribal leaders 
and made them “agree” that at least a reduc¬ 
tion should be brought about. It was resolv¬ 
ed that in future bride price was not to 
exceed 10 head of cattle and that, if one pair 
of oxen, one cow and seven rupees were 
given, it should be received as an equivalent 
of the 10 head. For the poorer classes, it was 
fixed at seven rupees. Commenting on this, 
C P Singh concludes that these “built-in 
malpractices could not be swept away by 
merely passing resolutions. The bride price 
continued to undermine the social structure 
of the Hos!’*^ 

Majumdar refers to it as a “social inequi¬ 
ty”. He condemns the practice because it 
leads to “a general lowering of the standard 
of morality within the tribe” and to much 
“premarital licence” and “irregular unions”. 
In his view, this has led to a high number 
of men and women among the Hos remain¬ 
ing unmarried.” Tribal practices, such as 
bride price, even when they are more egali¬ 
tarian and beneficial for women's lives, are 
despised by other hegemonic groups simply 
because they are associated with the culture 
of a subjugated group. 

The spread of education among tribals 
has further intensified attacks on bride price. 
As tribal youth begin to move out of their 
villages into nearby towns for education and 
employment, they come more easily under 
the influence of hindu upper caste norms as 
well as the ideology of Christian missiona¬ 
ries. It is from among this group of tribal 
youth that occasional campaigns against this 
supposed social evil have emanated even¬ 
though experience shows that when bride 
price does die out, it begins to be replaced 
by dowry, which proves far more harmful 
for women. The few college-going Ho girls 
I met confirmed that when they marry there 
is little likelihood of bride price being paid, 
because they will marry men with white- 
collar jobs in urban areas. They were cer¬ 
tain that their parents would give them 
various household goods as dowry. 

Atiother important rea.son for the decline 
in bride price even among village-based Hos 
is the increasing land hunger among the 
Hos. This has resulted in increasing devalua¬ 
tion of women’s labour. Land is now con¬ 
sidered the prime possession. This encour¬ 
ages the feeling that a wife who is brought 
in to labour on the land can easily be replac¬ 
ed. Since another wife is readily available, 
there is a tendency to avoid payment to her 
family. 

In lecent years, there has been greater 
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stratification within the tribal community. 
The more powerful families in the village tire 
able to indulge in open land grabbing from 
poorer and weaker families with the con¬ 
nivance of the government machinery Thus, 
Ho society has come a iong way from the 
relatively egalitarian land distribution which 
characterised tribal society .The better-off 
families are unwilling to pay bride price, 
especially when they get daughters-in-law 
from relatively poorer families. In such a 
situation, the woman’s family may not in- 
>ist over much on receiving the payment 
jecause they feel the alliance with a better- 
off family will benefit them in other ways. 
In addition, their daughter is less likely to 
go hungry and have to search for wage 
labour. 

In my sample, I found that payments do 
not play as crucial a role as is made out to 
be the case There were four marriages where 
the boy’s family expressed inability to pay 
because they had no extra animals. But no 
fuss seems to have been made because the 
bride’s parents realised that by taking away 
the one pair of animals owned by the 
groom’s family, they would jeopardise their 
daughter’s future. Even in ca.ses where 
families were in a position to pay, 1 did not 
come across any case where the parents 
broke off the alliance due to default in 
payment. 

A large number of Ho women stay un¬ 
married, especially if they feel more secure 
in their natal family (of this more later). 
Thus, a certain number of men would have 
to stay unmarried, especially since a number 
of men have more than one wife and women 
do not remarry as often nor do they have 
more than one husband at a time. Fewer 
non-tribal women are likely to be available 
to tribal men for marriage. Thus, bride price 
is not likely to be the reason for a number of 
Ho men and women remaining unmarried. 

Bride price is not an unmixed blessing for 
women. As with dowry, women do not get 
anything for themselves. The payments go 
to their fathers, brothers or male kin who 
inherit the family land. Even if a woman is 
thrown out of her husband’s house, she can¬ 
not claim the bride price from her father or 
brother, although she has lost all rights in 
the natal family land by virtue of her mar¬ 
riage. Dowry has at least the pretension of 
being part of streedhan. The practice of 
bride price does not allow any space for this 
pretence. Ho women, like caste hindu 
women, get to be used as vehicles for the 
transfer of wealth ^rom men of one family 
to those of anot|wr rather than becoming 
owners of income producing assets in their 
own right. 

Yet, bride price ensures that a woman is 
not seen as a burden on her parents and thus 
allows women better survival chances, liie 
progressive disappearance of bride price is 
a sign of the erosion of women’s bargaining- 
position. Even though among the Hos this 


erosion has not yet given way to the wide¬ 
spread practice of dowry, the dowry system 
is catching on among some other tribes in 
the area, especially among the educated and 
better off families. This is likely to have 
adverse consequences for women’s lives. 

Of the 22 married women interviewed, 
seven had co-wives. Of these, three continued 
to live with their husbands while four had 
separated from or been thrown out by their 
husbands. One of these men has four wives. 
Only one of the 22 women had remarried. 
She had done so only after she was compiled 
to leave her first husband’s house. 

Polygamy is permitted among Hos but not 
polyandry. Customarily, a man can have 
more than one wife only if he has some 
justification for remarrying, such as infer¬ 
tility of the first wife or her inability to work 
due to sickness. Another acceptable reason 
for a man to remarry is if the first wife has 
not produced a son. It is not unusual for the 
first wife’s family to offer their second 
daughter without a bride pi ice, as a com¬ 
pensation for the “failure” of her first 
daughter to provide her husband with an 
heir. My informant told me that she knew 
of hardly any case in the village where under 
’’normal” circumstances, a man would get 
himself a second wife while the first one was 
around. It is considered “outside” the 
custom. 

However, many of the customary safe¬ 
guards for women have broken down 
because of migration. Men feel justified on 
the grounds that they need one wife to take 
care of the land in the village and one to 
minister to their needs at the workplace in 
town. Often, the two women get to know of 
each other’s existence only when the man 
returns to the village with the second wife, 
if the man continues to live outside, and 
visits the village infrequently, the first mar¬ 
riage usually subsists, because the first wife 
continues using the land for her and her 
children’s subsistence. But, if he chooses to 
return to the village, a conflict usually 
results, leading to one of the wives being 
pushed out. He may build a new house so 
that the two wives can live separately. He can 
do this if he has enough land to feed both 
and their children. Otherwise, the one who 
has less power, who is older, tor instance, or 
who has no sons, tends to get pushed out. 

Outside the village, customary restraints 
cannot be enforced on men. Even within the 
village; the traditional arbitration machinery 
is slowly breaking down and men are able 
openly to defy the norms. This is more true 
for men of better-off families. 

Sukmaru was "called” by her husband 
from Maghe Parab. She had no idea that he 
had another wife in his village. The first wife 
was a much older woman therefore, the man 
called Sukmaru and forced the first wife to 
leave the house. Sukmaru says she would 
never have gone with him if she had known 
he had a wife already. Once she had gone 


with him, it was difficult for her to leave 
him, because she would have had to face 
social ridicule and criticism. 

Divorce is generally an informal affair. 
Unlike men, very few women walk out on 
a marriage for the sake of another relation¬ 
ship. A woman will quit her husband’s house 
only if she is severely maltreated. Since a 
married woman usually has no other source 
of economic security, she tries to stay on as 
long as she can in her husband’s house. That 
is the only way she can fight for her usufruc- 
tory right in his land. If he tries to throw 
her out, she may bring the matter before a 
group of arbitrators headed by the mukhia. 
A few women even end up fitting lengthy 
court battles when all else fail. 

Women with ceremonially arranged mar¬ 
riages are no more secure than those with 
self-arranged marriages. The only difference 
is that it is relatively mote difficult for a 
woman to “prove” a self-arranged marriage 
before a court or panchayat, especially if the 
marriage took place outside the village. It 
is difficult for a man to deny a ceremonially 
arranged marriage. However, that does not 
at all ensure that he behaves more respon¬ 
sibly towards his wife and children. 

While Ho men remarry with relative ease, 
there is no stigma attached even to women 
remarrying of the kind that prevails among 
non-tribal hindus and Christians. After a cer¬ 
tain age, it is difficult for a woman to find 
a second husband, especially if she has 
children, yet it is not rare for separated 
women to remarry. In the last few decades, 
Christian missionaries have been trying to 
steer Ho society towards monogamous mar¬ 
riages and discouragement of divorce but 
they have not been able to influence men 
much in this direction. 

It is extremely rare for a woman to have 
an «ttra-marital affair with another man 
while living in her husband’s home. My in¬ 
formant told me that throughout her stay 
in Karonja, she had heard of only one such 
affair. A middle aged woman was found 
having an affair with a young unmarried 
man. Her husband, who lived outside the 
village, already had two other wives. A few 
village men, ivho suspected her of having an 
affair, wrote to her husband about it. One 
night, they went to her house; forced her to 
open the door and caught the young man 
inside. They compelled him to take her to 
his house as his wife but his family refused 
to accept her because she was already mar¬ 
ried and had two children by her husband. 
She was forced to migrate to Calcutta to seek 
work, since her husband’s family would not 
allow her to cultivate the family land. Their 
desire to get her land may have been an im¬ 
portant motive behind their conspirai^ to 
expose her. 

When I asked Ho women why polyandry 
was not permitted while polygamy vi^ tte 
reply often was: "It is convenient for a man 
to have two wives because be gets two slaves 
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to work for him. But if I have two husbands, 
I will haVe to work in two men’s houses and 
fields, when 1 can barely manage the work 
of one man’s household!’ 

When I asked women who had parti¬ 
cularly bad marriages why they did not 
remarry, the answer almost always was: 
“When this man with whom I have lived for 
so many years, and have had children by, 
does not treat me well, how can 1 expect 
another man will be better?” Another reason 
cited was that they had nowhere to go. Ho 
women continue in bad marriages only as 
long as they do not have any other option. 
Those who can find even a precarious foot¬ 
hold elsewhere do not stay to take the 
beatings. Seldom do they stay on from a 
sense of wifely duty which is so deeply 
engrained amongst hindu, muslim and chri.s- 
tian women. 

If land was communally utilised by the 
tribe and if women had equal land rights, 
a woman’s life would not be negatively 
affected by her marriage breaking down, 
because there is no stigma against divorce 
and remarriage. But, today, in the context 
of men havitig nearly exclusive control over 
land, a woman is compelled to have a heavy 
•Stake in the contimiance of her marriage. For 
men, marriage means getting hold of a 
bonded labourer. In a situation of land scar¬ 
city, men’s bargaining power in procuring a 
woman to drudge for them has been con¬ 
siderably enhanced. 

MtiN AS ABSt NI F.t; LANDUIROS 

The problems arising from women’s 
precarious rights in land are aggravated by 
men’s increasing tendency to seek jobs out¬ 
side the vill.ige. Often, men end up living 
much farther away from their village land 
than women do after marriage. Men leave 
their wives to work on the land while they 
migrate to cities. It is usually daughters-in- 
law, not sons, who cultivate the land. 

It is rare for a man regularly to send 
money home to his wife and children. 
Usually, a man spends most of his earnings 
on his personal consumption or on main¬ 
taining a second family in town. Of the 22 
married women in my sample, eight said that 
even when their husbands earned, they did 
not contribute to feeding the family. Almost 
all of w hat a woman earns is spent on family 
subsistence. Apart from soap, oil and an oc¬ 
casional sari or blouse, a woman buys 
almost nothing for herself. But men spend 
not only on drink but also aspire to buy a 
bicycle, a watch, a transistor, things a woman 
rarely dreams of buying for herself. 

Although most men who find jobs outside 
the village do not contribute to work on the 
land, they manage to keep control over it by 
virtue of their near exclusive rights over it. 
An unmarried sister or a wife continues the 
subsistence agriculture in the village white 
the brothers at husband function somewhat 
like absentee landlords. The land is an idt- 


portant source of security for men. They can 
return to the village during periods of tem¬ 
porary unemployment.- Most Ho men prefer 
to return to the village after retirement. The 
cash income from their pensions, combined 
with the produce from the land, makes a 
relatively comfortable old age possible for 
them. A woman rarely, if ever, can attain 
such security on her own. 

If men could not leave their land in the 
charge of wives and sisters, they would find 
it much haider to retain a firm hold on it 
while thQp lived in the city. Loaning or ren¬ 
ting the land to a relative, neighbour or even 
a brother is not as safe because in the pre¬ 
sent situation of acute land hunger, anyone 
who acquires de facto rights over land ac¬ 
tively resists parting with it. 

However, a woman, even a wife, seldom 
comes to acquire such rights. Even if she has 
worked on the land for many years, she can¬ 
not resist being thrown out by her husband, 
let alone claim a share in the land. When 
a man returns, he can easily take over the 
land from his wife, sister or daughter, 
because the village community supports the 
man’s right. 

The division of labour releases men lo 
explore other pos.sibilities which further con¬ 
solidate their power over women. A i.iin 
who has a steady job in town is at a much 
greater advantage vis-a-vis his wife than one 
who lives in the village and is dependent on 
his wife’s labour on the land. 

REIURN 10 THE NAIAI. Fa.MII.Y 

After being pushed out of her husband s 
house, a woman may find a refuge in her 
parents’ house only if the family needs an 
extra worker. Jasmati Sundi’s story is an in¬ 
stance of this. Jasmati’s natal family fetched 
her back to their house although she has, 
by marriage, forfeited her usufructory right 
in their land. The main reason they fetched 
her back is that they require her as a worket 
on the land. She has two married sisters. Her 
one brother, a failed matriculate, does ab¬ 
solutely no work. He wants a city job but 
is unable to get one. TWice, he got involved 
in police cases for attempts to murder some¬ 
one with whom he got into a fight. He even 
attacks his parents violently. 

They have about 11 bandi land which will 
be inherited by the son. Jasmati works on 
the land single-handed with the help of hired 
labour. She fears that when her brother mar¬ 
ries and the sister-in-law takes over work on 
the land, her position will become more in¬ 
secure. Jasmati cannot remarry until her 
husband remarries, because, if she does, her 
family will have to return the cows they 
receit^ as bride price, if a woman’s family 
already has adult women to do the work, she 
is not likely to be welcome there, especially 
if her parents are dead. Generally, brothers 
and their wives do not want an extra per¬ 
son living off their land. Barti at the age of 
30 has come to precisely such a dead end. 
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Barti’s husband migrated to Assam some 
years aga She was neglected and ill-treated 
because she had little value as a worker and 
her in-laws saw her as a liability. When she 
was very sick, her mother took her back for 
some months, but sent her back to her in¬ 
laws. She would prefer to live at her paren¬ 
tal house but her brother and his wife do 
not let her stay there eventhough they are 
fairly well off. 

Women who are able to earn a substan¬ 
tial amount of money by their labour are 
likely to be allowed to stay in their parental 
home. A woman whose parents are landless 
is also likely to be accepted back because she 
can contribute financially by her wage 
labour. Curbari is one of the few who had 
no problem returning to her natal family 
when she was thrown out by her husband. 
An important reason seems to be that her 
family is landless, having l 0 i;i their land 
when her father died 17 years ago and his 
brother grabbed the land that should have 
been inherited by Gurbari’s brothers who 
were then small children. Oiirbari’s sister, 
Hire Kui, i<. also staying in their mother’s 
house with her two daughters. Hire Kui and 
Gurbari now run their mother’s household 
economy so their brothers exert no pressure 
on them to leave. 

Although many widows do not get their 
usufructory right on their deceased hus¬ 
band’s land, and are thus in an insecure posi¬ 
tion, a woman’s situation may improve after 
her husband’s death if she manages to hold 
on to her usufructory right. This happened 
in the case of Panderi Devi who was widow¬ 
ed about a year ago. Her husband, a school 
teacher, had studied up to intermi^iate. He 
had inherited some land from his father, half 
of which he gave away on bandhak. Now 
they only have a small piece of land which 
produces two to three bandis of rice. Panderi 
has a son aged about four, one daughter 
aged li. and another who is one year old. 
She continues to cultivate the land 1^ hersdf, 
as she did in her husband’s lifetime. She is 
under pressure from some of her husband’s 
male agnates to surrender her usufructory 
right in the land, but is determined to hold 
on to it. Thus, in many ways, a widow with 
sons is better off than a woman whose hus¬ 
band is alive and maltreats her. As a widow, 
a woman has a usufructory right in the land 
and can demand that a portion of land be 
allocated to her for separate cultivation, in 
case she does not get along with her son.s. 
She may not always get this in practice, but, 
in theory, the customary law does protect her 
right. However, as a wife, she does not have 
such an independent usufructory right. If 
her husband throws her out, she cannot 
demand that she be given a portion of land 
to cultivate separately. 

Sons and daughters-in-law may neglect a 
widowed mother but she is seldom beaten, 
as. wives routinely are, with no intervention 
from the community. As a widow, a woman 
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faces the possibility of violence outside the 
house, in the form of attacks by her hus¬ 
band’s male agnates. But, as a wife, a 
woman has to face everyday violence and 
may be rendered destitute if the husband 
does not need her to labour on his land. 

Among non-tribal peasant groups, women 
are seldom allowed to decide whether or not 
they want to marry. Consequently, almost 
no women are left unmarried at 30. Even 
among other tribal groups in Bihar, none 
show such a high proportion of unmarried 
women as do the Hos. According to the 1971 
Census, approximately 11 per cent of all Ho 
women 45 years of age or above had never 
married.''' A similar figure has been 
reporied ever since the census operations in 
India began. This is an incredibly high 
percentage for any community in India. In 
contrast, the all-India percentage of tribal 
women above 45 years of age who had never 
married is less than one per cent, approx¬ 
imately the same as the all-India flgure for 
all communities. 

So far, there has been no large-scale, 
systematic study of the reasons for this 
unusual phenomenon. The data gathered 
from my study of Karonja village suggests 
that the causes are likely to be far more com¬ 
plex than the prevalence of bride price, 
which is often dted as the cause. 

Of the 30 women interviewed, eight are 
unmarried. Five of them seem to have stayed 
unmarried by choice. In a Ho village, these 
five women, who are 30 years of age or older, 
would be considered above the age of mar¬ 
riage although Ho women sometimes, get 
married even in their forties. A Ho woman 
who does not want to marry may face cer¬ 
tain socio-economic pressures from her 
family; but there are no cultural pressures 
comparable to those prevalent among hindu 
peasant groups. Among the Hos, even if a 
family enters into marriage negotiations for 
a daughter in response to a proposal, she has 
the right to say “no” and expect her choice 
to be respected. The fact that this option, 
although constricted by a complex wb of 
social pressures, is available to Howromen, 
gives them a rare advantage over women of 
most other communities in India. 

The reasons these women gave for their 
unmarried status throw light on the nature 
of the social and economic compulsions they 
confront and the way marriage tends to 
make their situation more vulnerable; How¬ 
ever, circumstances in their parental families 
do not allow most of them to act on the basis 
of this reasoning. Rani who is 35 and has 
chosen not to marry is in an advantageous 
position right now, because she is the main 
worker on the family land. She lives with her 
young unmarried brother and old mother, 
both completely dependent on hen The land 
is shared between this family unit and her 
other brother who is married. Rani’s brother 
has passed the middle school exam but has 
no job. Heroes no work except to plough 


the land before the sowing season. The situa¬ 
tion may change if he gets-married and gets 
an able bodied wife to do the work that Rani 
does. So Rani would have to move out if her 
sister-in-law wanted her to go. But as long 
as parents are alive, unmarried women have 
better protection. Parents usually prefn to 
live with daughters because they take better 
care of them than do sons. So an unmarried 
daughter could set up bouse separately with 
her parents and not be dependent on her 
brother and his wife. Rani has an added ad¬ 
vantage insofar as her mother wants to live 
with her. This will enable the two women to 
get a portion of the land allocated to them 
for separate cultivation as their usufructory 
right. She is not likely to find even as much 
security as this if she marries. Staying single 
definitely seems more advantageous. 

Jano, aged about 40, explains why she 
chose not to marry: “I was frightened of 
being hungry and left to. starve. At my 
parents’ house, no one can get angry with 
me. After marriage, they beat you so. Here, 
at home, 1 feel more happy and free” Jano 
has two sisters and four brothers. Three of 
her brothers are working as skilled or semi¬ 
skilled labourers outside the village. One 
brother lives in the village and works for the 
forest department. The father died several 
years ago. The land has been divided up 
among the four brothers and Jano has been 
allotted one field much smaller than the 
others’ for her maintenance. Even with this 
unequal share, Jano has been able to carve 
out a better deal for herself than most 
married women manage. She lives by herself 
and has hired a boy from the village to help 
her with the work. She has also worked out 
a deal with one of her brothers who works 
in Chiriya mines. She looks after his fields 
in his absence, for which he pays her a small 
amount. 

Often, young women are pushed into mar¬ 
riage, much against their wishes, by male 
relatives who wish to grab their land. 
Mukta’s case is an example of this pattern. 
When I interviewed Mukta in 1983, she was 
unmarried. Some time in July 1984, 1 got 
a detailed report from the village about how 
she had been forced into marriage. Mukta, 
about 22, was the main earner of the family. 
Her father had died four years ago. She has 
two broUiers, aged six and three. Her father's 
older brother and his son refused to divide 
the family land equally and apportioned a 
small share of land to Mukta’s family. 
Mukta did wage work to supplement the 
family income. One day, Mukta went with 
her cousin Loxml to a fair in another village, 
where she stayed in a relative’s house. Sud¬ 
denly, without obtaining her consent, these 
relatives put sasan, the symbol of marriage, 
on her. JLater, her adding feast was 
celebrated. She kept weqnng loudly and bit¬ 
terly as women usually do at a burial, wid 
had Utmlly to be push^ by rtiatlves to leave 
■her parental home Now that Mukta has to 
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live in another village, she cannot cultivate 
her natal family’s land. The family has no 
other grown-up child to do this work so they 
will be forced to mortgage the land and take 
loans from their better-off relatives—those 
who arranged Muktafs marriage Muktafs 
marriage may well have been arranged hy her 
male relatives as a way of grabbing her 
family's share of the land. 

Often, such pressure comes from a 
woman’s own brothers, and if she refuses to 
marry, she may be forced to migrate. This 
is wtmt happened to Kuni Sundi, aged about 
30, who has chosen not to marry. Kuni did 
not want to live with any of her three 
brothers who live in the village. Kuni’s 
parents are dead. Her mother had allocated 
two fields to Kuni which yield about two 
band! rice. Her brothers insisted that she live 
with one of them. She appealed to the pait- 
chayat which decreed that she stay with her 
oldest brother. Kuni does not find this 
arrangement satisfactory so she seldom stays 
in the village. In her absence, her oldest 
brother ploughs her land and keeps the crop. 
For all practical purposes, he has taken over 
her land. When she stays in the village, she 
is allowed to live off the rice-from her fields 
but not allowed to sell any portion of that 
rice. So; when in the village, she has to work 
as a labourer in other people’s fields to earn 
some cash to buy soap and oil. She once 
tried living with her younger brother but left 
his house after a quarrel, because he refused 
to give her any of the rice from her fields. 

It seems that when parents clearly leave 
a particular piece of land for an unmarried 
daughter’s use, she has a relatively stronger 
position in the family and the village than 
when she has to depend on her brothers’ 
goodwill. Many women say that when an 
unmarried woman grows old or falls sick 
and is unable to work she becomes par¬ 
ticularly vulnerable. This means that she 
may be pushed off her land by her male 
agnates. 

Generally, mak agnates make sure that the 
old woman is not allowed to live on her own. 
It becomes particularly difficult for her to 
resist this p^sure if she has no brothers 
living in the village and willing to take her 
side. 

A widow may also fkce the problem of un¬ 
availability of helping hands in the ^ids. 
The popular notion is that lit most viliages. 
especially ti^ villages, time is a gootf deil 
of reciprocity, with families hdping each 
other out gratis in times of difficulty. Tire 
Singhbhum District Oazetteer, 1958, ctmi- 
menu: “.. .there is a good deal of co* 
opeotion in economic matters. Bxdunge of 
agricultuial labour is very common an d 
commumd hmitiiv and fishing vdlh pqitit- 
able distribution of the spoils indidate Aeir 
collective ftdrit”” But tiiis,'seems, by and 
large; to be a romantic myth. Most famfikt 
are so elb..' to the brihk that drey have very 
httle to gi'yeo^idrilby way of labw or Ibod. 
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ChUdleu old women art often left to thdr 
own efforts, eventually to starve and die. 

This happens also to younger women who 
live alone when they fall sick. Even close 
relatives seldom help out, except for a con¬ 
sideration. If a widow wants her broths to 
plough her land, she has to pay him at the 
prevailing wage rate, eitha in cash or kind. 

At times, labour may be bartered for labour. 

There are also cases when families pres¬ 
sure a woman not to marry for a whili and 
her marriage may even be delayed in¬ 
definitely until she grows so old that she is 
not considered marriageable. Jabani, aged 
about 18, is unmarried and is being made 
to act as caretaker of the family land until 
her little brother is old enough to inherit it. 
Jabani’s father died about seven years ago 
His widow, who was much younger than he 
was, then married a man from another com¬ 
munity. She was ostracised by her family and 
lost her usufructory right. Jabani has four 
married sisters and her brother, aged 10, lives 
with one of them in Rourkela. Jabani, as an 
unmarried daughter, is the only one with a 
right to cultivate the land. So she is made 
to live alone in the village and take care of 
the land so that mate relatives do not grab 
it before her brother canHake it over. She 
hires help to plough the land, and her sister 
pays for this. 

Thus, women in Mo society suffer from 
different levels of economic insecurity The 
most enviable state is that of a married 
woman whose husband does not maitieat 
her and allows her some control over the 
family income. This kind of security cannot 
be acquired through a woman’s own efforts 
but is dependent on chance. Hence, there is 
a certain scepticism among Ho women 
about seeking security through marriage. 

The second best alternative for a woman 
is to live as an unmarried daughter. She has 
a right to subsist on her parents’ land and 
will not be beaten. But once her parents die, 
her brothers or male cousins may want to 
push her off the land. She cannot hope to 
strengthen her position by having sons, as 
a married woman can. It is this hope which 
pushes many women into marriage, it is thus 
very likely that the higher proportion of 
unmarried women in Ho society as com¬ 
pared to other communities is due to the 
definite advantages detaiied above, as well 
as the important fact that there is no social 
stigma attached to being unmarried. 

Given the remarkably clear-headed ra¬ 
tionality that Ho women display in making 
decisions such as the decision to marry or 
not to marry, or to migrate and take a job 
for wag^, it is likely that if the options 
available to them btpanded. Tot instance, if 
they acquired eqiud rights in land, they 
would know hpw to make thebest of these 
( 9 t<oiis. They dp not seem to be prey to the 
self detdsotV hiimbui n^gasdiftg tiHuriage, 
depended^ fip t^, or thtir owd dbudiihttes 
tl^ is ehmitot^.k.. pf ijsQ^' nohtribal ' 


. women’s perception of their situation, in¬ 
cluding that of most urban, educated 
wotnot. 

Ho women attempt to arrive at the best , 
possible deal under adverse circumstances. 
This is not at all to suggest that they are 
crafty and calculating. In fact, their clear¬ 
headedness about marriage and their rela¬ 
tionships with men is often accompanied by 
a surprising degree of naivete in dealing with 
the outside world, especially when cash tran¬ 
sactions are involved. Panpati’s life is a good 
example of the extraordinary resilience and 
resourcefulness of Ho women. Panpati is 
about 50 years old. She was married about 
25 years ago to Sado and had three children 
of whom one died. She now has one un¬ 
married son and one married daughter She 
left her husband’s house after he brought a 
second wife. Panpati came to her natal 
village. Her brother had inherited about 20 
bandi land. For a couple of years she lived 
in his house, worked on his fields as a wage 
labourer and did most of the housework. 
But her brother would keep getting angry 
with her children and say; “How lung can 
1 go on feeding them?” Her children felt very 
upset and could not study. So she moved out 
and made a separate home: Slowly, she saved 
some money from selling rice beer and doing 
wage work. With this, she got two small 
fields on bandhak from one of the families 
in the village. This produces about two 
bandis of rice. She keeps one bandi for con¬ 
sumption and gives the other on loan. Her 
son has studied upto matriculation. He 
failed about three times before finally 
passing, and is now looking for a job. He 
is of no help to her. Aged about 20, if he 
occasionally gets some wage work, he spends 
most of the money on himself. He is now 


demanding his share of land from his father 
and is involved in a dispute. 

Even though Ho women strongly resist •, 
violation of their rights, this resistance does 
not take aggressive forms, not even the form 
of loud protestation. They are gentle and 
dignified in their resistance, which is ex¬ 
pressed mainly through actions such as 
quietly leaving home or going about their 
business without succumbing to a particular 
pressure. Refusing to cook for the husband 
or withdrawing from him sexually after a 
fight are common forms of protest. Even in 
their dealings with exploitative outsiders, Ho 
women retain their dignity. They do not 
beg or grovel before authority or plead 
for favours in a self-demeaning fashion. 
Throughout my travels in these villages, 1 do 
not remember even one occasion when any 
woman begged for any favour, no matter 
how poor or desperate her circumstances. 

(To b« concludedl 
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DISCUSSION 


India's Trade Balance in the Seventies 

Neela Nukherj^ 


IN his discussion note, G C da Costa 
(August 30,1986} has answered a fiw queries 
and criticisms which I had raised in note 
(May 10,1986) to his article of India’s trade 
balance in the seventies (March 8-15,1986). 
Given the importance of India’s trade 
balance it would not be inappropriate to 
raise a few objections to da Costa’s discus¬ 
sion note and also to clarify a few issues on 
the subject. 

At the very start, da Costa asserts that 
“commodity trade balance—which is my 
concern—by itself is not a determinant of 
money supply. This is apart from the fact 
that, in general, it is tte dtmtestic credit 
base whkb has domibatedi money supply” 

24. 1987 ■ 


(p 1561). It may be pointed out, in this con¬ 
text. that of the different factors affecting 
money supply, the three most important 
factors are (i) net bank credit to government, 

(ii) bank credit to commercial sector, and 

(iii) the net foreign exchange assets of the 
banking sector. The latit factor is necessarily 
affected by the commodity trade balance 
which plays a major role in determining the 
movements in foreign exchange. This is 
especially true of India’s foreign sector where 
commodity trade balance is the dominant 
balance. Hence, to deny that the commodity 
trade balance can impart influence on 
money supply is naive. 

A point which was overlooked in my note 
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. While diKUSsing da Costa’s original article 
V was that relating to equation I in table 3 
(March 8-15, p 439). In this particular equa¬ 
tion both terms of trade and CiDP in in- 
dustrial countries at constant prices have 
been taken as explanatory variables although 
Ihe author makes it explicitly clear that the 
“terms of trade enters the model implicitly 
through the GDP of Industrial countries” 

, .(August 30,1986, p 1561). Hence, my earlier 
, '^^ticism remains valid that the author wants 
‘. to doubly assess the impact of oil price hike. 

• Coming to the equation for commodity 
trade balance in da Costa’s discussion note 

' :(p 1561), da Costa takes the ratio of two 
'' explanatory variables in equation 2, namely, 
... the GDP of industrial countries at 1970-71 
prices and the GNP of India at current 
. prices to improve upon his earlier equation. 

, However, one finds that the reworked equa- 
tion has both GDP and GNP in indices with 
1970-71 as the base (p 1561). It is necessary 
' to point out that in this equation India’s 
GNP at constant prices is not the relevant 
explanatory variable of da Costa since he in 
i' his original article was trying to bring out 
^‘ implicitly the role of money supply on com- 
modity trade balance through GNP at cur¬ 
rent prices. Further, what does this ratio in- 
- dicate? How does one interpret the co¬ 
efficient of this ratio of the explanatory 
variable in light of da Costa’s hypothesis? 

' Coming to the issue of import liberalisa- 
.. tion the author has taken a steep rise in 
.. India’s import/GNP ratio as an indication 
: .pf the existence of import liberalisation. 
Now, this import/GNP ratio can rise on 
.. three accounts, namely, (a) imports picking 
up due to import liberalisation policy, (b) in- 
' crease in price of importables, say, mineral 
oil, and (c) increase in volumes of .selected 
importables even in absence of import 
'/liberalisation, for instance, imports on 
‘ government account like food, mineral oil 
. etc, which the government may import on 
; a larger scale as a matter of policy. All the 
three factors hold good for the years 1980-81 
' and 1981-82. Hence, the rise in the im- 
' port/GNP ratio reflects a mixture of. the 
. three factors and to attribute the rise in the 
ratio wholly to import liberalisation policy 
may not portray the correct picture. In fact, 
even with a policy of import liberalisation 
the import/GNP ratio may not rise because 
of sluggish conditions in the domestic eco- 
, nbmy which constrain increa.se in import de- 
X mand. This, in fact, actually happen^ in the 
case of India during the years 1976-78. 
ther, it is also to be observed that the Jw 
. port/GNP ratio changed perceptibly tV 
'• 1974 and it is highly arbitrary for a res»r- 
cher to extract two years 1980-81 and 1981-82 
’ out of the whole time-series 1974-82 to 
' establish the existence of import liberalisa- 

• tion. It leads to confusion rather than a cor¬ 
rect interpretation of the changes in the im¬ 


port/GNP ratio. 

The negative sign of the coefficient of 
foreign exchange variable stands revised in 
da Costa’s discussion which is noticeably (Af¬ 
ferent from his original article. In his di^s- 
sion, da Costa flnds the negative sign simply 
a reflection of the dominant role of real in¬ 
come as an explanatory variable and the 
multicollinearity existing among the ex¬ 
planatory variables. Hence now the problem 
lies in the arena of econometrics. Although 
in his original article da Costa could not 
decipher the cause and found it ‘puzzling’ 
to have a negative sign for India’s foreign 
exchange variable (p 440, March 8-15, 1986). 

On the basis of the positive relationship 
between volume of imports and foreign 
exchange reserves at constant prices, da 
Costa suggests that the import need came 
first and the foreign exchange had to be 
found and actively sought, if necessary, to 
meet the import bill. Since the relationship 
of imports and foreign exchange reserves is 
without lags it assumes the existence of an 
instantaneous adjustment-process between 
imports and foreign exchange reserves, an 
adjustment taking place in the same period, 
i e, over a year. This is a strong assumption 
and fails to explain the actual time period 
covered in da Costa’s study. Over the time 
period, 1970-74, merchandise exports 
financed more than 90 per cent of India’s 
merchandise imports on average and hence 
active seeking of foreign exchange if any 
amounted to only 10 per cent of the com¬ 
modity trade deficit. In the years 1975-79 the 
net foreign capital inflow was high in 1975 
and 1976 only. Over the same period, 
migrants’ remittances gave a boost to India’s 
foreign exchange reserves and hence lobby¬ 
ing for foreign aid could be kept aside for 
a while. One does not deny that the govern¬ 
ment of India offered several incentives to 
attract a greater flow of migrants’ remit¬ 
tances from abroad but there was a decisive 
role of autonomous factors making for 
private remittances. It was the way in which 
India indirectly beneflted from the oil price 
shock. It was only in 1981 that India actively 
sought foreign aid due to deterioration of 
the foreign exchange position and was ex¬ 
tended the IMF loan of 5 billion SDRs. 
Hence, the explanation which da Costa 
offers to explain the positive relationship 
between imports and foreign exchange 
reserves cannot be generalised for the period 
studied. The explanation does not hold good 
for da Costa’s period nor for his model 
without lags. In fact, for the years 1980-81 
and 1981-82 past reserves of fordgn exchange 
were also depleted in order to finance im¬ 
ports apart from current receipts in foreign 
exchange. 

Da Costa’s conclusion regarding the 
secondary role of terms of trade on com¬ 
modity tti^ balance is not in line with other 


studies in the fleld, Oa Coiu explains the 
difference in his finding by stating that hi; 
study is related to commodity trade balance 
while other studies are related to balance of 
payments. As far as the period of study is 
concerned, all studies relate more or less to 
the same period. And as far as commodity 
terms of t^e are conoernedf they essentially 
and directly affect the commodity balance 
even if the study is of India’s balance of 
payments in general and -not of the com¬ 
modity balance in particular. However, one 
does not preclude the possibility of inter¬ 
connections between the commodity terms 
of trade and other balances in balances of 
payments. But the relationship may not be 
that significant as in the case of the com¬ 
modity trade balance. There is also the 
likelihood that the study on commodity 
trade may use customs data while that on 
balance of payments would use exchange 
control data but even then the role of terms 
of trade would not be materially different. 

Lastly, one can raise certain general issues 
regarding da Costa’s study and also to clarify 
why my earlier discussion of his paper 
precludes an improved model. This has 
reference to the last paragraph of his discus¬ 
sion note (August 30,1986, p 1562). It is the 
task of any researcher not only to analyse 
facts and systematise them but also to 
critically examine the models in existing 
literature .so that their shortcomings pave the 
way for further research work. In this con¬ 
text it has to be made clear that a researcher 
may criticise a model but it is not obligatory 
on his part to come up with an improved 
model. It is not easy to explain commodity 
trade balance even with the help of a mis- 
specifled model but it is surely easy to shift 
the burden of an improved model on the 
critic. There is hardly any scope for doing 
justice to the commodity trade balance in 
the present set-up of da Costa. The com¬ 
modity trade balance is after all a balance 
of two opposing forces, commodity exports 
and commodity imports, and a single¬ 
equation model of commodity trade balance 
leaves much to be desired. The single equa¬ 
tion model 'can have an excellent fit but 
much of the reasoning behind trade balance 
is suppressed in such a model. One does not 
mind having a single equation for the com¬ 
modity trade balance in ciue it is a simple 
statistical exercise. But if a model is expected 
to have profound implications tbr fore¬ 
casting and poli (7 an^ysis then the com¬ 
modity trade balance has to be explained 
through a simultaneous equation model. 
The two-way rdationship between exports, 
imports, commodity trade balance and other 
variables needs to be established. Since da 
Costa has already done considoable econo¬ 
metric exercises on trade balance is it not 
natural to expecx an improved model from 
da Costa himself given hH gtdns from in¬ 
creased spvciaHsation in trade? 
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Tomorrow begins tods^ 



The business that is Hindustan Lever is 
today over a hundred years old. 
Consumer products have made the 
Company’s name a household word. It is 
now moving in a new direction: from the 
consumer's home to the core sector of 
India’s economy 

Olrecttons for growth: 

Today's emphasis is clearly on the high- 
tech areas of national priority. Over 60 
per cent of Hindustan Lever’s investment 
in fixed assets represents core sector 
business including industrial and 
agricultural chemicals. 

Usine sclance with sensitivity: 

The Company’s R & D Centre has built 
over a quarter century of invaluable 
know-how attuned to the country's 
needs, its achievements include 
technology for use of unconventional oils 
in the manufacture of triglycerides to 
replace imports; a chemical that 
enhances photosynthetic efficiency of 
food crop plants; detergent actives from 
renewable sources; and processes for 
upgrading sal for a higher value-added 
product. The Centre is now engaged in 
research into plant genetics and 
immunology, both re^rded as frontier 
areas in the field of bic^echnology. 

Products mode In Indio lor the world: 

Hindustan Lever earned for the country 
Rs. 84 crore in foreign exchange in 
1985. Its exports to over 40 countries 
around the world in the last fiye years 
alone amounted to Rs. 360 crore. 

A CcMnpnny of pooplo: 

Hindustan Lever is a Company of people 
committed to professional exceHerrce*- 
people who nave made tomorrow begin 
today. 
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An Army Show 

PUBLIC opinion in this country is on the whole only too willing to believe 
the governmeni on matters concerning defence and the armed forces. It is a 
measure of the general erosion of the present government’s credibility, therefore, 
that scepticism has been aired so openly about the government’s version of 
the build-up of tension on the Pakistan border during the last fortnight. It 
has been sugge.sted that the supposed crisis on the border has been exploited, 
if it was not specifically engineered, for the purpose of moving the army into 
the border arc.is of Punjab and sealing Punjab’s border with Pakistan or of 
shifting out of the finance ministry an increa.singly inconvenient incumbent 
who had acquired too much of an independent political stature to be cased 
out otherwise. 

The question of the government's general credibility apart, the recent 
developments on the India-Pakistan border and the manner in which they have 
been projected raise some serious questions about the government’s function¬ 
ing. At the meeting of the consultative committee of members of parliament 
attached to the ministry of external affairs, the minister of state for external 
affairs is reported to have said that the decision to move troops to the Pakistan 
border was based on the assessment of the defence ministry, which led the 
BJP leader, Atal Behari Vajpayee, to comment that the minister should be giving 
the government’s assessment of the .situation and not that of individual 
ministries. There is not much room for doubt that the public projection of 
the deployment of Pakistani troops on the border and the Indian response 
to this development came essentially from the defence ministry, from the armed 
forces to be more specific. The anonymous press briefing in New Delhi on 
January 18 which produced banner headlines in the next morning’s new.spapers 
about ‘massing of Pakistani troops’ and ‘warlike build-up on Pakistani border’ 
was evidently the work of the defence establishment. This version of the situa¬ 
tion on the border is said to have come a< a surprise even to the external af¬ 
fairs ministry which was apparently kept in the dark about the press briefing. 
Similarly, on January 23 came the announcement, from def^ence ministry 
sources again, that Indian troops had been moved to the border and the army 
and air force had been put on a ‘red alert’. What is also significant is that 
the prime minister, who then also held charge of the defence ministry, had 
not in his press conference on January 20 suggested that the border situation 
was so critical, though he did express “tremendous concern” over the fact that 
Pakistani troops had not been withdrawn from the frontline after their an¬ 
nual exercises. “We are trying to figure out why Pakistan is keeping the forces 
there and what is the problem” was what he had said. And yet three days later, 
apparently without any further political or diplomatic contact with Pakistan, 
came the announcement of the decisions to put the Indian armed forces on 
war alert, to engage in a massive military mobilisation which has led to 
something like a million troops in all directly confronting each other across 
different sectors of the India-Pakistan border and to inform the Soviet Union 
and the US about the critical situation on the border. 

It is also important, in retrospect, to know whether the political and 
diplomatic implications of the Indian army’s ‘Operation Brasstacks’ had been 
adequately gone into when this exercise was given the green signal by the govern¬ 
ment. Paldstan has claimed that the troop movements it has undertaken recently 
have been s> defensive reaction lO Operation Brasstacks. It has been acknowledg¬ 
ed that this Indian army exercise, near the India-Pakistan border in Rajasthan 
and involving as many as eight army divisions, the entire western air com¬ 
mand and some naval operations in the Saurashtra area, is vastly bigger than 
any military exercise hitherto undertaken by either India or Pakistan. Even 
an Indian newspaper report, evidently based on official sources, has 
acknowledged that “the Pakistan general staff cannot also shut its eyes td the 
reality of the very formidable multi-corps Indian army formations now 
assembled in southern Rajasthan for Operation Bra.s$tacks fanning out in dif¬ 
ferent directions and cutting road and rail communications between Sind and 
West Punjab to trap Piddstan’s southern army reserve, while mounting a parallel 
offensive in the Akhnoor-Chambh sector to paralyse the road and rail lifelines 
between Punjab and the North-West Frontier Province’’ {The Hindu, January 
27). Have the recent Pakistani troop movements, then, been either so unex¬ 
pected or so disproportionate and inexplicable as the defence establishment has 
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sought to make them out to be? InMead. 
even if it was considered absojiiiciy cs‘<cn- 
tial to carry out a miliiaiy evercise o( such 
gargantuan proportions as Operation 
Brasstacks, should not the political leader¬ 
ship have made a realistic assessnient ol the 
likely reaction in Pakistan and taken up the 
matter with that couniiy at the diplomatic 
level well in lime so that the cnoimously 
dangerous and wasteful competitive military 
mobilisation on the bolder by the two coun¬ 
tries could have been avoided? It would 
appear that the political leadership in fact 
left things lo the armed lorces to be handled 
through procedures laid down for dealing 
with military exercises of a more routine 
nature. 

That the government has il.self of late 
recognised the need for a reasseition of 
political authority is evident from recent 
newspaper reports from .sources sympathetic 
and close to the government which have, in 
the wake ol the assumption of charge as 
defence mini.slcr by V P Singh, spoken ot 
how “the new defence minister.. .has taken 
complete charge and is providing the nece.s • 
sary political guidance to the service chiefs 
without leaving this responsibility entirely 
to them’’ and how “there is now a firm as.scr- 
lion of political control over the formula¬ 
tion of policy on such matters without let¬ 
ting the defence establishment influence such 
decisions on purely tactical considerations”. 
The question, however, is how firm and 
lasting this much-needed rcassertion of 
political authority is likely to prove in the 
present overall environment of clearly 
suspect capabilities and credibility of the 
political leadership at the highest levels and 
the public near-hysteria over security threats 
to the country periodically whipped up by 
the political leadership itself on narrow, op¬ 
portunistic calculations. 

GNLF Talks 


Basic laaues Untouched 


THE Centre’s invitation to the GNLF chief. 
Subhash Gheishing, to parley with home 
minister Buta Singh which had aroused 
much speculation in the media has turned 
out to be little other than a gimmick. The 
first round of the official talks late last week 
between Gheishing and Buta Singh has 
resulted in nothing more than a statement 
by the GNLF leader that they would con¬ 
tinue the agitation but peacefully. This did. 
not mean, Gheishing said, that the demand 
for 'Gorkhaland' was being withdrawn. The 
40-minute meeting was reportedly taken up 
almost entirely with the GNLF seeking 
clarification from the government on the 
Indo-Nepal Treaty and raising its ‘mis¬ 
givings’ about clause 7 of the treaty which 
states that a Nepali citizen in India would 
be given (on a reciprocal basis, of course) 


virtually all the rights of Indian citizenship 
except the right to vote. The GNLF had set 
out to persuade the government of India to 
(1) abrogate the treaty, and (2) accede to the 
demand for Gorkhaland. The centre had 
even before the talks Itegan turned down the 
first demand and the second was beyond the 
scope of the Ghei!.hirig-Bu|a ,"ingh meeting. 
So what was the purpose of the Delhi 
dialogue? 

The invitation to Gheishing was clearly 
extended with an eye to the PM’s scheduled 
visit to Darjeeling next week. The Con- 
gress(l) could not afford a repetition of the 
pathetic crowds which graced the public 
meetings in the hill areas during the prime 
minister's last visit. That Jyoii Basu agreed 
to the invitation being issued to Gheishing 
is a bit ol a puzzle although the CPl(M)’s 
tirades against the Gorkhaland agitation as 
being ‘anti-national’ and its attempt to 
invoke the danger of West Bengal being 
carved up have long worn very thin. The 
home mii.istci is imder.stood to have made 
it clear to the GNLF team right at the outset 
that all issues except the citizenship one 
would be taken up only in consultation with 
the West Bengal gosernment. Thus the centre 
has responded to the GNLF plea that the 
CRPF be withdrawn by referring the matter 
to the slate. Nevertheless, Jyoti Basil’s 
consent to the meeting has to be interpreted 
as a retraction of his earlier stand that there 
would be no dialogue unless the agitation 
was withdrawn. 

The situation now, after the meeting 
between the home minister and Gheishing, 
is no clearer than it was. F.ven if there is a 
suspension of the agitation, it can at best 
be only temporary. There have been reports 
of dissensions within the GNLF for some 
time between Gheishing and those who do 
not set much store by a negotiated settle¬ 
ment. The GNLF leader is reported to have 
been under pressure from this section to not 
only reject the centre’s invitation but con¬ 
sider extending the agitation and launching 
a campaign against the centre. 

Not all sections of Nepalese in India are 
in agreement with the GNLF demand for 
abrogation of the Indo-Nepal treaty which 
would make 1950 as the cut-off date for 
giving citizen.ship rights to Nepalese in India. 
For instance, Nepalese living in Assam point 
out that for them the cut-off date of March 
1971 tiks already been agreed upon under the 
Assam accord. The status of those in Sikkim 
would also become indeterminate because 
the territory was merged with India only 
in 1975. 

Despite all this, however, given the 
imminent West Bengal nssembly elections, 
it would appear that it is expedient for all 
concerned to arrive at some rudimentary 
‘settlement’, even if the more fundamental 
issues are left untouched. 


Politics 

Cloak for Authoritarian Rule? 


THE demand for a de Gaulle type of con¬ 
stitution for India is not a very new one; it 
was first voiced by some members of Indira 
Gandhi’s ‘socialist’ entourage on the eve of 
her Emergency coup. Since then the cry did 
never really die down. Indeed, Vasant Sathe, 
a member of the former prime minister’s 
‘left’ brigade and presently her son’s cabinet 
colleague, has shown a rare persistence in 
championing such a changeover. In recent 
weeks, however, the proposal has suddenly 
secured much wider sponsorship. 

fhe first political party lo echo this 
demand from a formal platform is the 
Bharatiya Janata F^rty—at the recently held 
session of its national council at Vijayawada. 
This was followed soon by, according to a 
newspaper headline, an “impassioned appeal 
by intellectuals to government". In a .state¬ 
ment creeded by UNI on January 28, twenty 
eminent personalities jumped into the fiay, 
so to say, for securing some basic constitu¬ 
tional changes. Indeed Ihc a.ssoriment of 
personalities is ralhei untisiial, known 
supporters of Indira Gandhi’s Emergency 
exercise like J K O Tata and Khiishwant 
Singh, not to meiiiion one of its chiot ar¬ 
chitects, 1' N Haksai, rubbing shoulders in 
the list wiih V R Krishna Iyer, currently 
a civil rights champion, and Nikhil Chakra- 
vartty who had at a rather late stage emerged 
as a critic of the spell of ‘extra-consti- 
tutiohaT rule, with former army chief 
P Kumararaangalam and the former police¬ 
men K I* Rustomji thrown in in between. 

The joint statement, however, seeks lo 
differentiate it.self from the BJP proposal in 
one significant detail. While the BJP pro¬ 
posal wants a Presidential form of govern¬ 
ment coupled with proportional representa¬ 
tion, that is, the classic de Gaulle model, the 
joint statement recommends that the prime 
minister (or the chief mini.ster, as the case 
may be) be directly elected by the total 
electorate and thus be made independent of 
the legislature. The reason for this departure 
is not far td seek; indeed, it is explicitly 
revealed in the statement which says: “The 
prime minister is committed to progress. He 
has an open mind on changes that might be 
needed.. 

Rajiv Gandhi is no doubt committed to 
changes of sorts—that is, towards an openly 
elitist society catering to the needs and com¬ 
forts of about 10 per cent of the population 
at the top at the cost of the remaining 90 
per cent, to be necessarily run in an authori¬ 
tarian, and may be imperial, style. He also 
has truly ‘an open mind’ in the sense that 
he has not many clear perceptions except a 
vague sense of the direction li<e wants to take. 
He cannot even make a good choice of his 
cabinet colleagues, let alone choosing from 
among more complex options. 
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That the Constitutional innovation pro¬ 
posed by the 20 upright men with a view to 
suiting Rajiv Gandhi's inclinations may lead 
to constitutional and administrative im¬ 
broglios is perhaps besides the point. Thai 
a prime minister, independent of, and there¬ 
fore pait of the time possibly at loggerheads 
with the legislature, will either have to act 
in deliberate disregard of the elected 
repre.sematives of the people or will have to 
remain checkmated, that is, non-working, 
wa.s perhaps specifically considered by the 
framers of the proposal. Indeed, during the 
past two years Rajiv Clandhi has dernon- 
stiated both of these two propensities 
The real issue today before the Indian 
people, however, is not the wisdom or other¬ 
wise of the specific proposals, but the 
(iminous reality of a growingly articulate 
thrust towards a more authoritarian political 
sci-up. peddled with all sorts of specious 
arguments. 

Orissa 


Catilt* Rfsuls <if IJiasidence 


A run Kumar Patnaik writes: 

ON December 19,1986 Orissa chief minister 
Janaki Rallav Patnaik dismissed Gangadhar 
Mahapatra, Hemananda Bi.swal and Bha- 
jaman Behcra from the state cabinet charg¬ 
ing them with ditisident activities. While 
Hemananda Biswal is a scheduled tribe, 
Behera belongs to a scheduled caste com¬ 
munity. The dismissal of the three cabinet 
ministers is the most recent evidence of the 
internecine warfare which is plaguing Orissa 
Congre.ss(I). 

The current dissident activities have a two- 
year history. It all began with the Khunda 
by-election in early 1985 in which a close 
associate of J B Patnaik, Baidyanath Misra, 
was defeated as the Congress(I) candidate 
by a united opposition candidate. Following 
this came the Bhubaneswar by-election 
which proved another significant electoral 
loss for the Patnaik-led Orissa Congress(l). 
J B Patnaik’s political archrival and Janata 
leader, Biju Patnaik, was elected to the 
assembly from Bhubaneswar. 

While these two electoral defeats of Con- 
grcssfl) emboldened J B Patnaik’s rivals in 
the party like Gangadhar Mohapatra, 
Hemananda Biswal and B P Mohanty, the 
result of the third by-election in Jajapur con¬ 
stituency also went against the party, eroding 
further the credibility of J B Patnaik's 
leadership. The Congressfl) candidate in 
Jajapur, Basant Biswal, whose candidature 
was initially not favoured by J B Patnaik, 
after losing the election turned a rebel 
against his erstwhile mentor. Biswal is a well 
known leader of the Khandayats and an 
office-bearer of the All-Orissa Khandayats 
Association. Biswal has a hold over more 
than ten Khandayat MLAs who, being 


class 1 public works contractors, arc econo¬ 
mically powerful. 

With the Congrcss(I)’s fourth and fifth 
consecutive by-election defeats in the tribal 
constituencies of Kconjhar and Rairangapur 
on November 24, 1986, the dissidents closed 
ranks and came into the open. Seventy-one 
Congressfl) MLAs, including seven ministers, 
the speaker and the deputy speaker, out of 
a total of 115 Congressfl) MLAs presented 
a memorandum to the party high command. 
The memorandum blamed J B Patnaik for 
the string of electoral defeats suffered by the 
parly. The significance of the memorandum 
lay in the composition of its signatories. Out 
of the 71 signatoiies, only one, B P Mohanty 
who is a well known Gandhian, belonged to 
the Karan caste group. The rest were either 
Khandayats, Brahmins or scheduled castes 
and .scheduled tribes. Though 50 of them 
belong to the scheduled castes and tribes, the 
leadership of the dissidents is predominantly 
in the hands of Khandayats and some 
Brahmins. In essence, the dissidents belong 
to the non-Karan caste groups. 

Once we juxtapose the fact of non-Karan 
dissidence with J B Patnaik’s Karan back¬ 
ground, the roots of the present crisis in 
Orissa Congressfl) begin to be clear. Of the 
two groups, Khandayats and Karans, who 
are more or less the Oriya equivalents of the 
Reddys of Andhra and the Kayasthas of the 
Hindi belt, Karans have emerged as a domi¬ 
nant force in state politics during the last 10 
to IS years. But of lam the Khandayats are 
also becoming politically strong. In fact 
J B Patnaik could ensure the stability of his 
first term as chief minister from 1980 to 1985 
because he could muster the support of the 
Khandayat leader Basant Biswal. During this 
period, Basant Biswal was number two in 
the J B Patnaik-led cabinet. 

J B Patnaik, as part of the efforts to 
strengthen his eroded power base is adopt¬ 
ing a two-pronged strategy; one to woo the 
dissidents and the other to indulge in 
aggressive postures. While his allotment of 
Bhubaneswar housing board flats is inten¬ 
ded to woo back dissident scheduled caste 
and scheduled tribe MLAs, his expelling of 
the three ministers is calculated to send the 
message to the rebels that he could punish 
them if necess->ry. 

The rebels are blowing? hot and cold so 
that they do not fall foul of the party high 
command while conducting their campaign 
against the chief minister. They declared in 
Bhubaneswar that unless the high command 
removed J B Patnaik from chief minister- 
ship before December 28, they would stage 
a dharna in front of the prime minister's 
house. The very next day they denied this 
statement and dubbed it as having been a 
concoction by the press. Further, the new 
year message issued jointly by the three 
dismissed ministers called upon the people 
to have faith in the high command; “We 
appeal to all Congressmen all over the state 


to lemaiii calm and await the high com¬ 
mand’s directive. No demonstration and 
nothing by way of confrontation should be 
made to aggravate matters. Whatever be the 
provocation from a section of the chief 
minister’s supporters, we as disciplined Con¬ 
gressmen should function within the dis¬ 
cipline of the party with implicit confidence 
in our supreme leader Sri Rajiv Gandhi” 
(The SamaJ, January I). 

The parly high command .las, however, 
maintained a studied silence so far. It would 
seem that with the forthcoming elections in 
West Bengal, the Congre.S5(l) leadership does 
not want any major instability in Bengal’s 
next-door neighbour. 

In the factional squabble between the 
di.ssidents and the chief minister the real 
issues which are affecting hundreds of 
thousands of the pour in the state are 
being totally ignored. The agitation by the 
Gandhamardan Hill people to stop the 
BAICO project which would affect their im¬ 
mediate livelihood, the devastating drought 
in Kalahandi which is forcing tribal women 
to sell their children, and the struggle in 
Baliapal by 54 villages wii!, 45,(XX) people 
against ihe National Test Range (NTR) that 
will result in their eviction, docs not find a 
voice among C ongiess(l) politicians, either 
rebel or non-rebel. In fact the dissidents have 
recently argued that J B Patnaik is not 
capable of nnplcnicnt>'’g the NTR as he has 
not even visited the area as yet to dissuade 
the agitating people. In other words, the 
rebels are claiming that given a chance in 
government, they will be more effective than 
J B Patnaik and his followers in evicting the 
people of Baliapal. 

Oil Exploration 


Third Tim«‘ ‘Lucky”? 


FROM the government’s point of view, the 
response to its efforts at leasing of areas for 
exploration and production of oil to inter¬ 
national firms has been quite discouraging. 
Fresh hopes were, however, generated when 
twelve bids were received from seven firms, 
for nine blocks out of the twenty-seven 
blcKks offered in the third round of bidding. 

The first round of offers was invited in 
July 1980. Only one block was leased by 
the American transnational. Chevron, in 
March 1982. Risk money of the order of 
$ -TO million was invested by Chevron in 
Saurashtra offshore block II but no oil was 
discovered and the company withdrew in 
March 1985. Some more blocks were offered 
to foreign oil companies in 1982 in the 
second round of bidding but no offers were 
received. Sobered by this experience, 27 
block^were offered to foreign oil companies 
in 1986 in the third round of bidding on 
liberal teims and concessions regarding pro¬ 
duction sharing, royalty payments, expen- 
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diture commitments, allocation of annual 
production for recovery of cost, piofit, oil 
share, etc Despite the liberal teims and 
concessions, there is competition m the case 
of only two blocks. For the rest of the eight 
blocks there is no competition. Under¬ 
standing among the bidders cannot be 
ruled out. 

The basic question that arises is whether 
Oil and Natural Gas Commission (ONGC) 
together with its foreign consultant, CFP of 
France, is capable of undertaking the whole 
work with the technology and other re¬ 
sources available to if or whether there arc 
some other considerations because of which 
foreign oil firms are being invited? The fact 
is that a large portion of the available 
sedimentary basins have been thrown open 
to the international oil firms. 

Production of crude oil increased from 
10.5 million tonnes in 1980-81 to 29 million 
tonnes in 1984-85 while the requirement of 
crude increased from 23.3 million tonnes to 
40 million tonnes over the same period. The 
self-sufficiency ratio (production of crude 
as a percentage of requirement of crude) 
went up from 47 per cent to 73 per cent over 
this period. A large part of the additional 
crude production came from Bombay high 
which was discovered 15 years ago. Since 
then no major discovery of new oilfields has 


WITH almost all the major labi crop grow¬ 
ing areas having received timely rainfall dur¬ 
ing the crucial month of January, prospects 
for rabi oilseeds—rape/mustard, safflower, 
(summer) groundnut and linseed—have con¬ 
siderably improved. Until about the begin¬ 
ning of the month it was generally feared 
that because of the unfavourable weather 
conditions at the time of sowings as also 
thereafter the rape/mustard crop, the second 
major source of edible oil supply, would 
register a further decline this season and that 
it might not exceed 25 lakh tonnes. On cur¬ 
rent reckoning, however, the crop is 
estimated around 29 lakh tonnes, about the 
same or marginally higher than the 1985-86 
harvest which was nearly 4 lakh to S lakh 
tonnes less than the 1984-85 record crop 
varyingly estimated between 30.7 lakh ton¬ 
nes and 34 lakh tonnes. 

Improved rabi crop prospects have im¬ 
parted an easier tendency to the market and 
edible oil prices have declined by Rs 350 to 
Rs 600 per tonne from the early January 
high levels. The rape/mustard crop will start 
moving into the market after February. 
Increased availability of rape/mustard oil 


been made. Production of crude in the 
Seventh Plan period is expected to increase 
only marginally from 30.1 million tonnes in 
1985-86 to 34.5 million tonnes in 1989-90. 
On the other hand, the requirement of crude 
is expected to go up from 44 million tonnes 
to 57 million tonnes over the same period. 
The self-sufficiency ratio is thus expected to 
come down to 61 per cent by 1989-90. Unless 
new discoveries are made and exploited, the 
country’s dependence on imported oil will 
“go up to alarming levels”, as a recent Com¬ 
mittee on Public Undertakings report has 
warned. In such a situation the country has 
little option but to locate and develop new 
fields as soon as possible. Also, OPEC has 
taken a decision to charge fixed official 
prices for its crude oil from February 1987, 
as against the existing practice of charging 
market related prices. 

According to the Chairman of ONGC, 
S P Wahi, “it is not that local companies are 
not capable of doing the work... It is a 
question of time. . Our lesources are 
limited... It [entrusting exploration work 
to foreign companies] does suppletnent our 
efforts”. Thus ONGC has access to the 
technology of exploration and production 
but there is a time and resource constraint. 
The resource constraint is aggravated by the 
government’s regressive fiscal policy. 


should help keep edible oil prices under 
check. Prospects of any major decline in 
prices arc, however, generally rated low. This 
is because the total indigenous supply of 
edible oils is unlikely to show an increase of 
more than 2.5 lakh tonnes over that in 
1985-86 when oilseeds production was 
around 116 lakh tonnes—an overestimate 
according to many—against 131 lakh tonnes 
in 1984-85. Oilseeds production this season 
though better than that in 1985-86 will fall 
short of the record output in 1984-85, let 
alone reaching anywhere near the 148 lakh 
tonne target set for this year. To put it 
differently, despite all the measures the 
government has taken to achieve a majpr 
breakthrough in oilseeds production, the 
aggregate production of the nine oilseeds 
(included in official estimates) in the second 
year of the seventh plan is likely to be less 
than that in the last year of the sixth plan. 
This shows that oilseeds production con¬ 
tinues to be heavily dependent on the 
vagaries of the weather. It is also a pointer 
to the gross inadequacies in the implementa¬ 
tion of the measures announced for stepping 
up production. 

^ible oil prices are currently ruling 


substantially above the comparable prices 
last year. Groundnut oil is costlier by about 
29 per cent, cottonseed oil by 55 per cent, 
sesame oil by 55 per cent, kardi oil by 60 per 
cent, rapeseed oil by 52 pei* cent, soybean 
oil by SI per cent, mahuva oil by 40 per cent, 
linseed oil by 62 per cent, rice bran oil by 
28 per cent and castor oil by 33 per cent. 
With indigenous supply keeping well below 
the consumption levels (domestic supply 
plus imports) in the previous years and the 
government virtually committed to restric¬ 
ting edible dil imports, supply management 
to contain prices within limits which could 
be regarded as reasonable from the view¬ 
point of consumers is likely to po.se a 
formidable challenge. There is no indication 
yet that the government is reconciled to 
making good the gap between indigenous 
supply and demand through imports. Quite 
a good deal will depend on its policy in 
regard to the allocation of imported oils to 
the vanaspati industry which has been 
reduced to barely 10 per cent since the begin¬ 
ning of December. 

The vanaspUti industry keeps pressing for 
an increase in the allocation of imported oils 
on the plea that the indigenous availability 
of permissible oils is inadequate to enable 
economic utilisation of its processing capa¬ 
city and that the inevitable decline in pro¬ 
duction is bound to push up vanaspati prices 
creating considerable hardship to consumers. 
Vanaspati prices have registered a significant 
rise, refiecting the ri.se in input costs; indi¬ 
genous oils cost a good deal more than the 
imported oils the vanaspati industry had 
been using all along. This has affected the 
offtake of vanaspati. New Delhi cannot be 
unaware of the likely impact of the drastic 
reduction in the allocation of imported oils 
on the production of vanaspati as also its 
prices. The allocation of imported oils to the 
vanaspati industry must necessarily depend 
on the quantum of oils the government 
wishes to import and its commitments under 
the public distribution system. But with the 
abolition of control on vanaspati prices there 
is no justification for supplying imported oil 
at concessional prices. 

Sensing th4 government’s concern over the 
balance of payments position and the under¬ 
utilisation of its processing capacity the 
solvent extraction industry, particularly the 
soybean processors, have urged the govern¬ 
ment to perriiit import of seeds instead of 
oils on the plea that this will be more 
economical in terms of foreign exchange cost 
and it will also enable fuller utilisation of 
the installed capacity thereby creating 
employment for the work force. Reports are 
that, unlike in the past, the State Trading 
Corporation now is not opposed to the 
import of seeds and that the union govern¬ 
ment has set up an inter-ministerial commit¬ 
tee to examine the matter carefully. 

On the face of it, import of seeds instead 
of oil has much to commend it. All the 
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major countries which are net importers of 
oils and fats effect their purchases in the 
form of oilseeds. Some countries even allow 
duty-free import of seed and discourage 
import of oil by tariff restrictions. India 
alone has the dubious distinction of having 
emerged as the largest importer of oils and 
allowing its solvent extraction industry to 
nurse huge idle capacity for want of requisite 
raw material. 

However, the import of seed instead of oil 
raises quite a few ticklish issues. It is not 
merely a question of which seeds should be 
imported—the low oil yielding soybean or 
high oil yielding rapeseed and groundnut— 
and in what quantities. If the government 
has to supply oil to the vanaspati industry 
and also meet its commitments under the 
public distribution system, there is no getting 
away from the import of oil. The private 
trade and industry cannot be depended upon 
to supply oil to the government at agreed 
prices. Import of oilseeds merely to enable 
the solvent extraction industry to utilise its 
processing capacity docs not make much 
.sense. Much of the processing capacity has 
been created simply because of the easy 
access to institutional funds and the back¬ 
ward area tax concessions. 


Tea 


latte Recovery 


DESPITE the lean period witnessed by the 
Indian tea industry during the first eight 
months (January to August) of 1986, on the 
whole the year did not turn out to be un¬ 
satisfactory for the industiy, thanks to fir¬ 
ming up of prices both in the domestic and 
the export markets in the last four months. 
Contrary to earlier fears, the export perfor¬ 
mance in the current fiscal year is likely to 
be marginally better than in I98S-86, if the 
recent trend is any guide. 

Tbtal tea exports for the nine-month 
period (April to December) of 1986-87- 
amounted to 162 million kg valued at Rs 492 
crore against 160 million kg valued at Rs 491 
crore in the previous corresponding period. 
Thus the average unit value realisation this 
year has remained more or less the same as 
last year. At one time it was feared that the 
unit value realisation may be lower this year 
in view of heavy under-cutting by Sri Lanka 
which had been selling tea at a price lower 
than its cost of production as it was badly 
in need of foreign exchange. Some of our 
traditional buyers like Poland, Iran, Iraq, 
Libya and Afghanistan also lifted much 
smaller quantities as they were looking for 
cheaper supplies in view of foreign exchange 
hortages. 

However, the overall export performance 
so far has turned out to be satisfactory 
ntainly because some of the lost gi-ound was 
recovered in the British market. In respect. 


of packet tea, Indian brands found a place 
in West European markets apart from in¬ 
creasing their sales in UK. The unit value 
realisation in these markets was higher than 
in the West Asian and North African 
markets. Of course, the average unit value 
realisation in packet teas in 1986 turned out 
to be lower at Rs 36 per kg as compared to 
Rs 40 per kg in 1985 mainly due to distress 
sales 1^ Sri Lanka at around Rs 22 per kg. 
While severe competition from Sri Lanka 
was a major reason for lower Indian packet 
tea exports, Libya which had lifted over five 
million kg in 1985 at Rs 40 per kg did not 
buy any packet tea in 1986. Hence in terms 
of volume also, packet tea exports turned out 
to be lower in 1986 as compared to the 
previous year. 

The outlook for 1987 appears much 
better. A spurt in overseas demand coupled 
with reduced offering has resulted in harden¬ 
ing of prices at the Calcutta auctions in 
January. Judging by the buoyancy in world 
demand and the estimated stock figures, 
industry circles tcel that the coming months 
will witness a further firming up of prices. 

According to estimates, global tea pro¬ 
duction in 1986 was lower by about 70 
million kg than the 1985 level of 2,261 
million kg. The Indian crop in 1986 was 
estimated at 633 million kg, 37 million kg 
less than in 1985. However, since there was 
a large carryover stock of 47 million kg at 
the end of 1986, the supply position will not 
pose a problem in 1987. 

Tea exports from India had totalled 220.4 
million kg valued at Rs 674.25 crore in 
1985-86 as against 217.4 million kg valued 
at Rs 771.36 crore in 1984-85. The export 
target tor 1986-87 is 230 million kg valued 
at Rs 750 crore. industry circles expect to 
effect shipments of about 25 million kg per 
month during January-March 1987. So it is 
likely that total exports in 1986-87 may turn 
out to be marginally higher than the targeted 
level of 230 million kg. This optimism is 
based on the fact that the country's principal 
competitors, Sri Lanka and Kenya, have suf¬ 
fered a setback in tea production in 1986 and 
they will not be able to offer tea at low prices 
any longer. 

Meanwhile, the union government is in the 
process of formulating a long-term tea 
export policy to regain some of the o- erseas 
markets lost last year. According to reports, 
the government will lay special emphasis on 
boosting tea exports to West Europe and 
the US. 

While the lower domestic crop in 1986 will 
help the Indian tea industry to realise a 
better price in the immediate future, from 
the long-term point of view this does not 
augur well. Concerted efforts are needed to 
increase the tea output. Home demand for 
tea has been growing at the rate of 3 per cent 
per annum which will become a constraining 
factor for export growth unless the tempo 
of growth of production is maintained. 


TWENTY YEARS AGO 

EPW, Annual Number, 1967 

It is a truism to say that an enduring solu¬ 
tion for our food problem lies in a rapid in¬ 
crease in domestic production. The crux of the 
problem is, what really is the increase in 
domestic production that we can hope to ex¬ 
tract, with the new strategy and all that? And 
while this is being organised, what do we do 
with the rest of our development programme? 
lanother] major limitation namely, virtual in¬ 
ability to control aggregate spending in the 
economy or its composition. .. .Unable to 
control these expenditures or to offset them 
with increased revenues, the only course that 
the government seems capable of adopting is 
that of cutting down on Plan expenditure. 

.. have worked ourselves into a position 
in which the budget has to take a backlash 
from a deflation of investment demand. On 
logical grounds we have sought to weed out 
as much of consumption-oriented goods as 
possible from aid-financed imports. Con¬ 
sequently a slow down or reduction in invest¬ 
ment demand limits the extent to which the 
available aid funds gels utilised. When this get.s 
reflected in smaller drawls of non-project 
credits for use in the private sector, the rvipees 
which government obtains against sale of 
foreign exchange are reduced. 

As one might expect, the seaions which have 
gained something in the last twenty years find 
it the essence of wisdom to stabilise or to con¬ 
solidate. Included in this category are the 
business and middle classes, the big landlords 
and the urban property interests confused intel¬ 
lectuals and privileged administrators... For 
those who have yet to benefit from economic 
progress these campaigns for consolidation 
amount .o a shutting out of future possibilities 
and a strengthening of vested interests... 
Their protagonists are apt to argue that the 
tempo in investment activity can be main¬ 
tained, by adopting a firmer food policy and 
more effective taxation of personal incomes. 
« • • 

The question really is whether the present 
disorders and discontents are the prelude to 
a deepening political crisis or only a passing 
phase. Anyone who remembers the post¬ 
independence history of India cannot honestly 
say that Indian politics was moving smoothly 
and tidily even when the Nehru era was at its 
peak... Any party that has been in power as 
long as the Congress party has been is bound 
to become feebly corrupt and demoralised. 
And if in addition to this, we consider the fact 
that the central fulcrum of power is still to 
emerge, it becomes obvious that the Congress 
party cannot be in fighting trim. 

* • • * 

One vital but less known clue to the under¬ 
standing of Kashmir politics is the fact that 
almost half of its population is non-Kashmiri 
speaking. 

... For too long we have been used to view¬ 
ing Kashmir politics from the Hindu-Muslim 
angle and in terms of triumphs and failures 
of secularism. In reality, superimposed on, and 
cutting across this division of Kashmir politics 
is the regional, cultural and linguistic distribu¬ 
tion of the people, suggesting an altogether 
different approach to the solution of the 
pn^lem . Regionalism divorced from com- 
munalism would provide a more rational basis 
for the unity of the state. 
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LETTER TO EDITOR 


Untenable Defence 


DRUGS CONTROLLER of India (DCl) 
banned the production and sale of fixed 
dose combination of high dose estrogen- 
progesterone (EP drugs) from December 12, 
1982 and June 30, 1983 respectively. Drug 
manufacturers challenged the authority of 
DCI to issue the ban order. This prompted 
the Government of India (GOl) to amend 
the act to incorporate section 26A in the 
Drugs and Cosmetics Act, 1940 vesting the 
power with GOl. However, drug companies 
went to the high courts in Bombay and 
Calcutta against the ban order by the DCI 
on EP drugs and obtained stay orders. 
Subsequently, on Jul)’ 23, 1983 GO! issued 
a gazette notification banning the produc¬ 
tion and sale of 22 categories of drugs. 
Unfortunately, the said ban order could not 
incorporate EP drugs because the matter 
was suhjudice. Godbole’s claim (EPlf' 
Decembei 27, 1986) that there was no ban 
on EP drugs should be considered in this 
perspective. 

Godbole’s claim on the logical basis of the 
stay orders by the high courts due to the 
government’s failure to present evidence of 
dangers associated with the use of EP drugs 
is untenable. More so when the director 
general of ICMR, the highest scientific body 
on medicine in the country, unequivocally 
opined that EP drugs be totally banned in 
the country, even for the treatment of 
menstrual disorders as other substitutes arc 
available in the market. 

Godboie’s assertion that “the crux of the 
matter in EP combinations is that it should 
not be used as a pregnancy test” however, 
is not correct. It should not be u.scd at all. 
His attempt to confuse the issue by import¬ 
ing the issue of oral contraceptives is 
absolutely uncalled for and irrelevant. Oral 
contraceptives (combination of estrogen and 
progestin in a very low dose) also have their 
own problems but nevertheless are men¬ 
tioned in the text books while EP drugs have 
no sanction of standard text books of 
pharmacology or g)'naecology for any indi¬ 
cation whatsoever. The crux of the matter 
lies in that there is no scientific data to 
recommend EP drugs as a drug for men¬ 
strual disorder and as for being used as a 
pregnancy test it has been recognised 
universally including Godbole that it is 
harmful. There is therefore, no valid scien^ 
tide use. They have been banned or with¬ 
drawn in seventeen countries including the 
US, UK, West Germany and Australia, on 
the basis of this scientific data or the lack 
of it. 

'fk vigorously agree with Godboltfs obser- 
vatiQtt Jhat “the decision about harmfulness 
must based on scientific data and not on 

'i 


personal opinions”, but disagree with his 
assertion that “we will not be foolish to sell 
dangerous drugs if someone convinces us on 
scientific data”. Nowhere in the world, are 
drug companies known to have ever been 
convinced on scientific data. Indian drug 
companies including Godbole’s Unichem 
Labs Ltd are producing and selling drugs 
which have no sanction in medical science. 
We can cite examples of. drugs of Unichem 
eg, Dizytone, Unienzynie, Ubicid forte, 
Univite, THnergic, etc, which have never been 
recommended as drugs by any standard text 
book of medicine. So much for devotion to 
scientific data. 

Godbole seems to project a righteous 
stance on behalf of the drug companies by 
remarking, “we will not be foolish to sell 
dangerous drugs if .someone convinces us on 
scientific data". However, all dangerous 
drugs have so far been sold by only drug 
companies, none else. When they do so, it 
is not 'foolish—but actually criminal, but 
crime, alas, in this case pays. Dozens of 
examples may be cited from published 
investigative works and various enquiry 
committee reports. Ciba company used to 
sell Enterovioform, Mexaform, Tandcril, etc, 
when it had scientific data on harmfulness 
in its own possession. A large number v)f 
Indian drug companies were for so long 
selling the long proved dangerous drug, 


amidopyrine, some even after its ban by the 
GOl in 1983. Amidopyrine had been banned 
by many countries decades ago. Geigy, the 
international partner of Ciba is selling its 
Suganiil brand of oxyphenbutazone in India 
when it has discontinued its production 
internationally for its documented harmful 
effects. Organon (now Infar Ltd) is market¬ 
ing Gestanin, a progestin for habitual/ 
threatened abortion without any valid scien¬ 
tific evidence of benefit while there are 
documented evidence of birth defects with 
the use of progestin during pregnancy. 

‘Scientific data’ on drugs are not at all 
scarce commodities. By literate person can 
refer to a dozen textbooks of medicine and 
pharmacology anywhere in India if he/she 
wants to acquire ‘scientific data’ on drugs. 
But then, to understand these data is a 
different matter. One may, however, clearly 
see through the alleged devotion of Godbole 
to ‘scientific data’ in the background of the 
common practice that the drug companies 
neither present nor calls for any ‘scientific 
data’ on efficacy when they introduce new 
formulations in the market. It is only when 
adverse reports appear, that-they demand 
‘scientific data’ on harmfulness. Will 
Godbole kindly take the trouble to present 
‘scientific data’ on the efficacy of his 
company’s drugs mentioned above? 

Stun Das. 

PlJUS K Sarkar 

Calcutta. 
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CAPITAL VIEW 


An Unconscious Wrecker at Work 


Romesh 

INCREDIBLE isn’t it? How thin is our 
democratic garb. The media expresses sur¬ 
prise and anxiety over president Zail Singh 
sending back to parliament for reconsidera¬ 
tion a Bill that establishes the right to open 
private letters in the interests of national 
security—yes, surprise, when the president 
is doing what presidents are supposed to do. 

We’ve got so used to rubber-stamping at 
Rashtrapati Bhavan that we even assess the 
motivations of a man not known for 
independence in very simplistic equations. 
The fact is that no one is going to nominate 
him for another election. For various per¬ 
sonal reasons, he’s interested in distancing 
himseif from the government, and may be 
preparing more ‘masala’. 

If the media needs a regular dosage of 
adrenalin, it had better get its sights focused 
on the real threat to whai remains of the 
system—the prime minister himself, egged 
on by a motley crew of ‘yaar.s’. The incident 
around the angry shouting at two senior and 
respected civil servants, for reasons which 
make little sense, and the instant decision to 
revert one to his state, has now been matched 
by the unprecedented public humiliation of 
the loreign secretary at a press conference, 
sparking his resignation. I do not have to 
describe the shock waves through the already 
baiicred administrative system that holds 
India together. The foreign service associa¬ 
tion meeting should be seen as a warning 
signal. 

This governance by angry explosion is 
typical of persons out of their depth and 
arniied with awesome power. The tnedia 
caiefully blots out the rather unstable recoitl 
of the young man. Was he not the drunk- 
wiih-power character who almost threw 
Congress leader Anjiah out of an lAC plane 
and so upset the state of Andhra Pradesh 
that it voted for NTR’s Telugu Desam? Was 
he not the crisis-maker in Kashmir through 
governor Jagmohan, even though he now 
attempts a fresh collaboration with Fhioukh 
Abdullah because the local Congress is in 
the doldrums? Explosive outbursts should 
be confined to the privacy of his fortified 
home, or else this country will take him for 
a ride that he has not bargained for. 

It is necessary to state these matters 
somewhat sharply because the media is in 
the habit of ignoring the sorry tantrums he 
has indulged in. Apart from suffocating 
those who would like to speak out frankly, 
the habit tends sometimes to become visible 
even when dealing with pei;$ons who are not 
grovelling supplicants. A senior acadonic 
given a dose of this demmied anger found 
that a powerful rebuff brought the postur¬ 
ing PM down to earth with n thud. But, 
then, how many can play this role? And is 
it civilised to invite such encounters? 

IfJtajiv Gandhi^ or the servitors around 
him wh(> spend official time describing 
dritics like us as ‘cretins’ to every visiting 


Thapar 

foreign scribe, had that intangible thing 
called a mind and had popular!^ and won 
support for the purposes of their gover¬ 
nance, it would still be possible to forgive 
an occasional ill-mannered outburst. But 
what is happening suggests an unconscious 
wrecker at work, a person who imagines that 
he and his family are here to rule for ever 
over some private property. Banish the 
thought. His party is now looking at him 
askance 

The trouble is that Rajiv Gandhi is 
heading a kind of small clique of power- 
wielders. He listens to current favourites and, 
because he is so empty of rigorous thought 
and concept, he is open to all manner of 
superficial conclusions. Agriculture secretary 
Shastry was absolutely correct in asking for 
time to answer questions on dairy operations 
when the matter was not on the agenda. A 
secretary to the government of India should 
not indulge in instant chatter, even if it 
is favoured by a novice PM. And the treat¬ 
ment of the foreign secretary is certainly 
scandalous. 

I have no hard evidence, but judging from 
the dilly-dallying that characterised the 
appointment of the foreign secretary, there 
must be the usual story of intrigue and 
insinuation against him among the members 
of the clique that is attempting to rule India. 
As for the .sectetaries of agriculture and rural 
development, their treatment is going to give 
Rajiv Gandhi many headaches. The Indian 
bureaucracy, when angered, can move 
quietly to put many spanners into the wheels 
of effective administration. 

It would be very interesting to record wh.'it 
the Gopi Aroras. the Captain Sharmas, the 
Makhanlal Fotedars and the Mani Shankar 
lyers, to illustrate the kind of 'activists’ 
always around him, had to say about the 
explosiveness of their charismatic totem 
with pretensions to being a Maharajah of 
Maharajahs. Nothing, probably. But don’t 
imagine that these u^y episodes will easily 
be forgotten. A few more unforgivable 
lapses, and we might find the country slip¬ 
ping out of the so-called charismatic hold 
of the dynasty—yes, Akashvani and Door- 
darshan notwithstanding. 

Already, the thinking Indian is wondering 
what Rajiv Gandhi is upto in poUcy pro¬ 
nouncements. If some ministers in the 
Barnala government are in cahoots with the 
terrorists, as stated by him at his press 
conference what prevents their arrest? Then 
again, wher^s the fault in repeating that he 
as chairman of SAARC, will visit Pakistan 
before the end of this year? Why persist in 
hiding a Chinese presence in an inaccessible 
valley in Aninachal Pradesh? And what’s the 
confusion qwt the Oorkha demands, now 
seen suddenly as part of the ‘problem of the 
hills’? We seem to be waiting for situations 
to boil up to points of insurgency before wc 
respond. Mow much violence can we absorb? 


Governance which had become terribly 
secretive and tight-lipped is bound to start 
leaking following the ugly treatment served 
up to senior members of the professional 
bureaucracy. And this is likely to happen 
despite the familiar spy .scares around com¬ 
mercial intelligence. The morale of the 
bureaucracy has touched a new low. Unless 
some senior, retired bureaucrats - like 
B K Nehru, L P Singh, Rajeshwar Dayal, 
L K Jha and Dharam Vir—take up an'intcr- 
ventionary role to re-establish the norms 
governing the relationship between politi¬ 
cians and administrators, the steel frame will 
not hold, let alone undergo the much-needed 
reforms that have been urged for many years 
to break its inefficiencies. 

The police systems all over the sub¬ 
continent were the first to be destabilised by 
blatant political manipulation. The orga¬ 
nisation of para-military formations did not 
remedy the spreading collapse of the law- 
and-order situation. The yet untouched 
military establishment, built carefully to 
reflect the mosaic that is the sub-continent, 
was the next to feel the political disarray and 
large segments were inevitably touched by 
the traumas in their homelands. Then, the 
judiciary was tampered with through 
favouritism in appointments and selective 
transfers. The bureaucracy, terribly shaken 
in the states by cynical Congress factions 
duelling for power, is* now profoundly 
affected at the centre. 

It is difficult to forecast the manner in 
which Rajiv Gandhi will cope with a crisis 
that is of his making. There is talk of 
appointing ‘outsiders’ to senior secretarial 
posts. The clique imagines that such a step 
will prove popular, but it forgets that the 
techniques of non-cooperation arc not 
monopoli.sed by the politicians alone. Over 
the years, watching the .scene in Delhi,! have 
noticed how the reputations of ‘netas’ are 
made and unmade by the bureaucracy. The 
‘baba-log’ are for the treatment now, the full 
treatment. 

There is no doubt in my mind that if Rajiv 
Gandhi is allowed to function unchecked, he 
will end up wrecking the whole complicated 
fabric of governance. Will the ruling party 
cadres in parliament grasp the nature of the 
crisis, or will they continue to view our 
tangled political state as something calling 
for loyalty to the ‘leader’? Will the opposi¬ 
tion rise above party themes and catalyticaily 
assert the national in’erest? The fulmina- 
tions at two recent ‘dialogues’ on Punjab 
were a sorry spectacle of deliberately divisive 
’ obsessions and counter-obsessions. Some¬ 
how, we have to move out of this nihilism 
if we seek meaningful solutions. 

The depression is widespread. The arro¬ 
gance of the PM which we have witncsiied 
is associated with someone crazed with his 
power, and, incidentally, quite capable of 
moving into a second Emergency what with 
violence erupting at widely separate points. 
As citizens we have to bring pressure to bear 
on our political representatives to halt the 
drift to disaster, whatever its pattern. 

January 2J. 
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STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholesale 

Prices 

tatest 

Over 

Over' 

Over 





(1970-71 - 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 


(10-1-87) 

Month 

Year 

29, 1986 

85-86- - 

84-85 

83-84 

82-83 

All Commodities 

1000 

379.9 

0.5 

6.2 

5.8 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

355.3 

0.6 

8.3 

7.9 

2.4 

4.8 

II.O 

3.6 

Food Articles 

298 

335.1 

-1.4 

6.6 

5.0 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

333.4 

6.6 

17.3 

21.3 

-10.5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and 1 nbricants 

85 

621.2 

0.2 

4.1 

2.0 

8.9 

2.6 

7.6 

f.5 

Manufactured Pinducis 

499 

359.5 

0.6 

5.2 

5.2 

3.3 

6.0 

8.7 

0.6 






Variation (Per 

Cent) 



Cost of Livini; Index 


Late.si 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Monti) 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 

1960 =. 100 

692" 

1.0 

9.8 

8.5 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Emplovecs 

1960 = 100 

615’ 

0.3 

8.1 

5.3 

6.8 

8.1 

10.3 

8.0" 

For Agricjltinal I abourers 

July 60 to 

June 61 - 100 

579’ 

0.5 

4.3 

4.1 

4.8 

0.2 

11.4 

5.2 


Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

t)ver 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

III 



(2-1-87) 

Month 

Year 

28, 1986 

85-86* • 

84-85' * 

83-84 

82-83 

Money Supply (M,) 

Rs Crore 

1,37,248 

5,047 

20,425 

19,019 

15,192 

16,058 

13,031 

10,115 



. 

(3.8) 

(17.5) 

(16.1) 

(14.9) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sectoi 

Rs Crore 

70,146 

777 

11.648 

11.655 

9,579 

8,445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

26,420 

).469 

5,344 

6,830 

9,745 

10,809 

8,830 

8,247 

Net Foreign F.xchangc Assets of Banking Sector 

Rs Crore 

3,762 

6 

953 

350 

299 

1,419 

104 

- 977 

Deposit of Schedulid Commercial Banks 

Rs Crore 

1,02,060 

5.354 

16,851 

17,341 

12,475 

11,519 

8,*.S0 

7.299 




(5.5) 

(19.8) 

(20.5) 

(17.3) 

(19.0) 

(16.4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

6,943 

22 

450 

71 

53 

1,319 

1,233 

911 







(0.8) 

(24.0) 

(28.9) 

(27 2) 

Index Numbera of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(1970 100) 
























In 

In 

In 

In 

In 




1986 

1985 

1986' ' 

1985’ ' 

1984 

1983 

1982 

General Index 

100.00 

216.1“ 

217.3 

204.8 

6.1 

6.9 

6.6 

4 2 

4.5 

Basic Industries 

33.23 

267.9“ 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0“ 

230.5 

225.1 

2.4 

2.6 

6.6 

5 3 

-0.9 

Intermediate Goods Industries 

21.33 

192.3“ 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3 6 

Non-Durable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.*! 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Sep. 86) 1986.87- 

1985-86* 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

96! 

5,857 

5,324 

10,420 

11,855 

9,872 

8,908 

7,803 






(- 12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,735 

9,239 

9,752 

18,371 

17,173 

15,763 

14,356 

13,671 






(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-774 

-3,382 

-4,428 

-7.9M 

5,318 

- 5,891 

-5,448 

-5.868 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 










(Aug 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

28,459 

28,459 

25,366 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

522 

3,692 

4,001 

5,766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

404 

465 

657 

707 

827 

820 

895 

Cr 





(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placeraems 

Thousand 

30 

248 

263 

373 

407 

486 

474 

505 






(-8.4) 

(-16.3) 

(2.5) 

(- 6.1) 

(5.2) 

Income 

Unit 

1984-85** 

1983-84'' 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

1977-78 

Gross Domestic Product (Current Prices) 

Rs crore 

1,89,434 

1,72,176 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

80,898 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

61,473 

59,319 

55,032 

53,168 

50,736 

47,138 

49,633 

46,917 

Per Capita Income (1970-71 Prices) 

Rupees 

772 

761 

721 

715 

700 

664 

717 

695 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

+ Upto latest month for which data are available. 

+ -t Provisional data. 

Moles: (1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous perit^. 
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COMPANIES 


Judicious Blend 

Haneavivek 


ZENITH, formerly Zenith Steel Pipes and 
Industries, proposes to maintain its growth 
through a judicious blend of diversification 
and rapid expansion of its activities. It 
apects to receive shortly a letter of intent 
for manufacture of seamless steel pipes at 
Khopoli in Maharashtra, aimed at import 
substitution for the expanding needs of oil, 
gas and automobile industries. Meanwhile, 
a letter of intent for producing oil field 
chemicals, also being imported, has already 
been received. The company’s application 
for a fully integrated steel plant is still 
pending with the government awaiting cer- 
tain policy decisions. Bearing in mind the 
current state of the cement industry and 
taking into consideration the “proceed with 
caution” advice from the financial institu¬ 
tions, the management is re-evaluating the 
cement project vis-a-vis other opportunities. 

The company has fared well during 
198S-86 with turnover rising from previous 
year’s Rs 124.99 crorc to Rs 136 crore and 

The Week's Companies 


gross profit from Rs 5.60 crore to Rs 6.23 
crore. These figures also show a small 
increase in profit margins. Net profit is 
Rs 4.02 crore (Rs 3.56 crore). Dividend has 
been stepped up from 25 per cent to 30 per 
cent and is covered 1.75 times by earnings 
as against 2.60 times previously. 

Production of pipes division increased 
from 48,712 tonnes to 63,420 tonnes. Exports 
to the traditional markets in the Middle East 
continued to be weak, but the company was 
able to make further inroads into the US 
market. The US department of commerce 
award against anti-dumping countervailing 
duties earlier in the year was in the com¬ 
pany's favour, as a result of which exports 
to the US are expected now to grow at a 
faster pace. The special steels division 
increased its turnover. Expansion pro¬ 
gramme for stepping up production from 
30,000 to 70,000 tonnes is in full swing. 
Approval for technical collaboration with 
Ovako of Finland, a leading manufacturer 


of spring steel and alloy steel, has been 
obtained. With the installation of laddie 
refining facility, supplied by Klockener of 
West Germany, the quality has been con¬ 
siderably upgraded. During the current year, 
equipment from Inteco of Austria would be 
add^ this year to further strengthen the 
modernisation process. These measures will 
further enable the company to penetrate into 
the OEM market. 

The chemicals division stepped up its 
t.urnover by 67 per cent and exports from 
Rs 2.30 crore to Rs 3.65 crore. In the first 
four months, exports have been Rs 3.08 crore 
and now constitute 90 per cent of produc¬ 
tion. The paper division at Banah in Punjab 
fared poorly, despite increases in production 
from 7.962 to 8.923 tonnes, due to its loca¬ 
tion and sharp drop in price realisation of 
almost Rs 1,500 per tonne. The tools divi¬ 
sion increased its turnover. The company has 
finalised a technical collaboration with 
Kennamctal, a leading US firm in the field 
of carbide tools to enable it to upgrade its 
present technology to introduce latest high- 
tech products which would enable it to 
increase its share of the market. The textile 
division registered higher turnover and 
piofitability as a result of upgrading the 
product mix and through introduction of 
new varieties. 

The company’s joint venture, PT South 
Pacific Viscose in Indonesia has declared a 
19 per cent dividend for 1985 as against 29 
per cent for 1984. Profits during 1986 are 
running substantially higher due to moder¬ 
nisation which has enabled the plant to reach 
a production level of almost 70 tonnes per 
day, which is more than 150 per cent of its 
rated capacity. 

POYSHA INDUSTRIAL COMPANY, 
metal container maker, has disclosed erosion 
of margins during the year ended August 
1986 when its gross profit amounted to 1.32 
crore against Rs 1.97 crore in the preceding 
17-month period following sales of Rs 33.03 
crore against Rs 38.19 crore. With both 
depreciation and taxation claiming less 
amounts, the gap has narrowed and net 
proFit is Rs 72 lakh (Rs 89 lakh). The cover 
for the recommended 15 per cent dividend 
is unchanged at 1.97 times; last year the 
company had paid 18 per cent. The reduced 
profit margins are attributed by the manage¬ 
ment to lower sales realisations, higher 
interest burden on account of recent capital 
investments for expansion and modernisa¬ 
tion programmes and higher employee costs 
which eroded the benefit of lower tinplate 
costs obtained from foreign suppliers. 

Expansion programme has been almost 
completed with the Madras unit having 
already commenced commercial production 
in March 1985 and the Calcutta unit having 
started trial production during August last. 
These units would soon commission the 
entire equipment, as envisaged in the project. 
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30.6-86 

30-6-85 

31-6-86 

31-8-8S* 

31-7-86 

31-7-85 

Paid-up Capital 

577 

577 

271 

271 

44 

44 

Reserves 

2323 

2461 

1247 

256 

534 

516 

Borrowings 

6997 

5795 

1483 

1250 

348 

398 

of which Term borrowings 

2942 

1763 

567 

381 

18 

33 

Gross fixed assets 

6882 

7222 

2606 

916 

672 

673 

Net fixed assets 

4260 

4701 

1811 

7.36 

503 

528 

Investments 

298 

298 

19 

19 

— 

— 

Current liabilities 

3025 

3197 

441 

467 

358 

303 

Current assets 

8183 

6970 

1612 

1490 

781 

733 

Stocks 

3475 

3196 

957 

933 

258 

247 

Book debts 

2695 

2585 

406 

320 

359 

306 

Net sales 

13600 

12499 

3303 

3819 

2402 

1978 

Other income 

264 

356 

183 

33 

14 

6 

Raw material costs 

8114 

5992 

1912 

2150 

933 

919 

Wages 

1298 

1215 

633 

734 

416 

301 

Interest 

1121 

837 

242 

248 

59 

44 

Gross profit (-t-l/loss (-) 

623 

560 

132 

197 

81 

44 

Depreciation provision 

221 

204 

52 

66 

20 

14 

Ihx provision 

— 

— 

8 

42 

25 

2 

Net profit (+)/loss (-) 

402 

356 

72 

89 

36 

28 

Investment allowance reserve 

— 

— 

35 

27 

— 

3 

lYansfer to reserves 
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219 


12 

27 

18 
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— 

_ 

7 

10 

— 

— 

E 
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33 

40 

9 

7 
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— 

— 

13.50&II.50 I3.50&1S 

— 

— 

E 

30 

25 

IS 

18 

20 

IS 

Cover (times) 

Ratios (per cent) 

1.75 

2.60 

1.97 

1.97 

4.00 

4.00 

Gross profit/sales 

4.58 

4.32 

3.99 

5.15 

3.37 

2.22 

Net profit/capital employed 

19.66 

16.71 

12.31 

16.88 

17.22 

14.90 

Inventoriet/sales 

25.55 

25.57 

28.97 

24.43 

10.74 

12.48 

Wages/sales . 

9.54 

9.72 

19.16 

19.22 

17.32 

15.22 


17 months. 
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In order to fully reflect the enhanced values 
of land, buildings, plant and machinery at 
Thane; Ghaziabad and Cochin units, mostly 
created prior to 1975, as also at the Madras 
unit, net value of these assets has been 
increased by Rs 9.33 crorc as per the reports 
of surveyors. The amount has been trans¬ 
ferred to Revaluation Reserve Account. 

STP, formerly Shalimar Ihr Products, has 
completed 50 years of its career and in com¬ 
memoration of the event the directors have 
recommended issue of bonus shares on a 
one-for-one basis as also an extra 5 pter cent 
dividend over and above the usual 15 per 
cent. The company has shown good results 
for the year ended July 1986 with a gross 
profit of Rs 81 lakh against Rs 44 lakh in 
the previous year following increase in sales 
from Rs 19.78 crore to Rs 24.02 crore. These 
figures also reflect increase in margins. Net 
profit is Rs 36 lakh (Rs 28 lakh). The 
enhanced distribution is covered 4 times by 
earnings, as in the previous year. 

The company has been engaged in the 
bu.siness of waterproofing, damp proofing, 
anti-corrosive protective products and 
treatments and civil construction. It is now 
proposed to diversify into electric and elec¬ 
tronic computers, etc, for better utilisation 
of the company’s funds. Meanwhile, the pro¬ 
jects division will soon launch new products 
on the market. 


In the Capital Market 


Conaoltdated Foundations (India), 
engaged in piling and foundation work and 
other specialised jobs in the fteld of concrete 
engineering, is making a public issue of 
3 lakh equity shares of Rs 10 each at par to 
meet the growing long-term working capital 
requirements on account of increasing scale 
of its operations. The company was pro¬ 
moted in 1981 by N K Ramtirtha (managing 
director), a civil engineer with over 30 years’ 
experience. It has built up an impressive 
record of earnings and has been paying 
dividends since 1982. The company made a 
‘rights’ issue in October last, alter which the 
book value of the share is Rs 35.54. It is one 
of the select few companies possessing 
expertise in the high technology area of geo¬ 
technical investigation, a highly profitable 
activity. It has won a prestigious inter¬ 
national contract in this field. The company 
has in hand orders worth more than Rs 7 
crore in India and abroad and is well set to 
take off into the future Ramtirtha etpects 
the company’s turnover and profits to 
increase at a rapid rate in the coming years. 
He is confident that the company will be 
able to pay a minimum dividend of 15 per 
cent pro rata on the enlarged capital for the 
current year ending September 1987. The 
subscription list will open on February 2. 
The issue is managed by Industrial Invest¬ 
ment Trust. 

Cosmo Ferrites' Rs 890 lakh project for the 
manufacture of soft ferrites is nearing com¬ 
pletion at village Siula. an *A’ class backward 


area near.Fuwanoo in Himachal Pradesh, 
and is expected to commence production 
soon. The company has been promoted by 
Cosmo Films and Ashok Jaipuria. Process 
know-how and technical services are pro¬ 
vided by Keramische Werke Hermsdorf 
(KWH) and Elektro Consult Berlin (ECB). 
Production equipments and instruments 
have been procurtKi from leading suppliers 
from West Germany, Switzerland, Austria 
and the US. A well-equipped R and D 
laboratory for developing new applications 
aimed at indigenisation and exports is being 
established. According to Jaipuria, initial 
test marketing of samples with key custo¬ 
mers is encouraging. With the upward trend 
in international prices for soft ferrites, the 
company expect to have early satisfactory 
results. The company is making a public 
issue of one lakh equity shares of Rs 10 each 
at par on January 29 to raise a part of the 
finance required for the project. Investment 
in equity shares will carry deductions under 
section 80 CC of the Income-tax Act. The 
company would make all efforts to complete 
allotment by March, 1987 so that the tax 
benefits can accrue to investors this year 
itself. The issue is managed by DSP Finan¬ 
cial Consultants and Grindlays Bank. Hong 
Kong Bank is advisor to the i.ssue. 

IFB Agra Industries is setting up a project 
in technical collaboration with Starcosa of 
West Germany to manufacture 15 million 
litres per annum of extra neutral alcohol, 
9 lakh litres of technical alcohol (90 per 
cent), 125 tonnes of sludge fertiliser and 
62,500 tonnes of cattle feed from sugarbeet 
at Durgapur, district 24-Parganas (South), 
West Bengal, a state-notified backward area. 
Starcosa h^ provided know-how to 25 
plants alt over the world. Though this is a 
new technology for India, similar plants are 
successfully operating in other parts of the 
world, The project is promoted by Bijon Nag 
and Indian Fine Blank (IFBL), a sophisti¬ 
cated precision engineering company having 
financial and technical collaboration with 
Heinrich Schmid of Switzerland. Extra 
neutral alcohol is highly purified industrial 
alcohol having an alcohol content of 96.5 
per cent by volume; Industrial alcohol finds 
application in the manufacture of various 
intermediate chemicals, namely acetic acid, 
N-butanol, ethyl acetate, butadiene (used for 
manufacture of synthetic rubber), LDPB (a 
commodity plastic), acetic aniqxiride (finds 
application in the manufacture of acetate 
fibres, plastics, coatings, aspirin and sulphur 
drugs), etc Industrial alcohol is also used 
as a solvent in the pharmaceutical industry, 
in paints and varnishes imd in hospitals. 
Acrarding to A C Chaknaborthi, chai^an, 
currmt demand for alcohol outstrips suf^ly 
and some industries, especially in deficit 
states, such as West B^al, have been 
suffering due to inadequate supply of 
alcohol and consequent production cut. 
Alcohol in India is presently ^most wholly 
manufactured from sugarcane molasses, 
while all over the world sugarbeet is the 
major raw material for i^ucing industrial 


aieoh^ ''and sugar. 

adopted the most tnoderh gad up-to-^ 
technical process, where industrisi alcohol 
will be manufacti^ from sugarbeet as svell 
as, if necessary, from other alteniatiw inputs 
lite sugarcane molasses, potato^ rice; wheat, 
maize, etc Production at the plant is 
expected from May 1987. Out of the issue, 
equity shares aggregating Rs 44 lakh are 
reserved for preferential allotment to non¬ 
resident Indians. The subscription list for , 
NRls will open on January 24,1987 and for 
resident Indians on February 4, 1987. The 
issue is managed by SBI Capital Markets, 
Standard Chartered Bank and ICICI. BNK 
Financitd Consultants and Bank of Mcdia- 
rashtra are advisors to the issue 

Sirmour Sudbury Auto is entering the 
capital market with a public issue of 12.10 
lakh equity shares of Rs 10 each at par. The 
issue opens on February 9 for both Indian 
public and non-residents. The company is 
setting up a plant at a cost of Rs 70S lakh 
for the manufacture of 1 million numbers 
per annum of hydraulic shock absorbers for 
application in two wheelers, passenger cars, 
commercial vehicles, railway wagons and 
coaches, tanks and other defence vehicles. 
The plant is located at Parwanoo in Solkn 
district a notified category ‘a; backward 
area. The company has been promoted by 
a team of professionals and technocrats— 

R K Garg, Ashish Dasgupta and Pravin 
Kant. The company has entered into a 
technical collaboration with Sudburg Werk 
of WKt Germany, a leading .supplier to many 
renowned automobile manufacturers. It also 
supplies special shock absorbers for tanks 
and armoured personnel carriers of the US 
Army and European defence forces and is 
the principal supplier to the German and 
other renowned Railways. Sudburg is pro¬ 
viding a total technology package to the 
company to enable it to manufacture shock 
absorben of the same range and quality. 
According to Dasgupta, Managing Director, 
the shock absorbers to be manufactured by 
the company will be technically superior to 
those being manufactured in the country and 
will incoriiorate additional features to pro¬ 
vide more riding comfort and longer life. 
The revolutionary flapper disc concept with 
no moving parts dispenses with the com¬ 
monly used^ntiquat^ valve cage and relief 
spring design thus resulting in idmost zero- 
error performance. A formal tie-up has been 
concluded with Lohia Machines and Vespa 
Car to meet the OE requirements of their 
VESPA XE and LML VESFA 150 NV 
scooters. The company has already com¬ 
menced supplies of shock absorbers to both 
these companies. In additon, the company 
has secured a pUot order from BqjRi Auto 
and has been successful in obtaining orders 
from the Ministry of Defence for supjdy of 
shock absorbers for defence vehicles. The 
coihpany is developing suitable products for 
manufoctuim of other commercial vchides, 
passenger cars and two wheelers ih the 
country. The issue is being managed by 
ICICI and Canara Bank. 
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OP course simple issues can be made to took 
difficult, but is that really necessary? Ihke 
Assam for instance During the past thirty 
years, the population in Assam’s country¬ 
side-natural growth and accretion from 
migration considered together—has been- 
roughly 3 per cent per annum; in contrast, 
the annual rate of growth of farm output 
in tile state has been barely 1.5 per cent. Per 
capita rural income has evidentiy declined 
precipitously in the state, and levels of living 
too must have come down, whatever the 
Planning Commission, armed by its set of 
national sample survey data, may say. One 
can try to add some sophistication to the 
assessment by taking into account sup¬ 
plementary earnings from non-agricultural 
activities which go on in the rural areas; the 
face of reality is unlikely to be altered much 
thereby. The other kind of sophistication- 
attempting to estimate magnitudes of un¬ 
employment and under-employment—will 
be lovely grist for the mill of a bright young 
Ph D thesis writer, but our understanding 
of the nature of problems convulsing this 
part of the country will be barely enhanced 
thereby. Economic development is by¬ 
passing Assam’s countryside, and most of 
the state is made up by its countryside. And 
what is true of Assam is about equally true 
of the rest of the north-eastern region. When 
population grows at the rate of 3 per cent, 
and output at the rate of l.S per cent, you 
have economic retrogression. Itinerant public 
relations men in the service of New Delhi 
may reach other conclusions. That however, 
is their problem. 

Unfortunately, that does not stay as their 
problem. Since New Delhi is the place where 
the key decisions affecting the nation are 
taken, conclusions reached by its emissaries 
are invested in all seasons with extraordinary 
weight. If it is their view that in the coun¬ 
try's north-eastern region everything is just 
fine and beautiful, the conditions of life are 
sylvan and the indolent-looking people look 
so because they are full of contentment, little 
will be done to hasten the pace of economic 
development in this region; there will be no 
sense of urgency, and priorities will remain 
unchanged. Ihie, in the early 1970s, a north¬ 
eastern council was set up, and asked to 
prepare a blueprint of development for the 
region and co-ordinate the social and 
economic programmes initiated in the states 
and union territories comprising the region. 
It has turned out to be just another essay- 
writing shop. Essays are neutral entities: they 
do not do anybody any harm, but by them¬ 
selves they are unable to accomplish any 
good either. 

Fbr those who live in Assam and in the 
rest of the north-eastern region, there is 
scanty pleasure or gamour in being the 
object of some haggard statittics. It is they 
who have to cope with the reality yvhich the 
statistics Iwtr^. With not enough growth in 
otitput lo take care of the growth in human 


numbers, per capita availability of food and, 
by necessity, of other essential articles too 
is declining. This region was always a 
menage of diverse tribes and communities 
adhering to a wide array of ethnicities. Many 
of these tribes and groups the British wanted 
to keep i^lated from the rising tide of 
democratic aspirations flooding the plains 
of Hindostan. They accordingly set up the 
device of ‘excluded’ areas; the residents of 
such areas were to be excluded from receiv¬ 
ing even the tiny morsels of benediction the 
Montagu-Chelmsford reforms or what, 
following the visit of Sir John Simon and 
his Commission, emerged as the Govern¬ 
ment of India Act 1935, meant. One or two 
perfunctory provisions for ensuring that 
these ‘excluded’ people were not overly ex¬ 
ploited by the moneylenders from the plains, 
or that their land was not appropriated by 
marauding outsiders, and the British assum¬ 
ed their imperial obligations to be over: the 
rest was a matter for the army and the fron¬ 
tier police. 

A very large part of our constitution was 
copied, almost verbatim, from the Govern¬ 
ment of India Act 1935. The arrangements 
for the areas the British had decided to ‘ex¬ 
clude’ in theJ935 Act were more or less left 
unchanged in the constitution. Many of 
these area.s were converted into union ter¬ 
ritories; the process of democratic gover¬ 
nance on the basis of adult suffrage was 
withheld from these territories. A few other 
areas were segregated into special districts 
within a state; the sute government's juris¬ 
diction over these areas was subjected to 
umpteen limitations. This again was an echo 
from the 1935 Act, with only this diRerence 
that, instead of the viceroy and governor- 
general, the centre was to take a major hand 
in administering such districts via the in¬ 
termediary of the governor. The British were 
determined to protect these frontier ter¬ 
ritories from the contamination of provin¬ 
cial autonomy. Our constitution faithftiiiy 
aped the British intent. Neither imagination 
nor foresight was brought into play. The 
major role assigned to the army and the 
bo^er police was adequate for the purpose 
of the British. After ali, they had only the 
imperial image to sustain, economic deve¬ 
lopment was not on their agenda. In the 
plains of Hindostan too, the long decades 
following the rebellion of 1857 were marked 
by general stagnation; as far as the economic 
indicators were concerned, there was there¬ 
fore no question of two strikingly divergent 
series emerging either. 

With the advent of state governments and 
five-year plans, it is a changed landscape in 
the plains of Hindostan since the 1950s. 
True, it is a mixed picture, with some states 
experiencing a .much larger gain than some 
other states, some states getting a larger 
share of irrigation and fertiliser and higher- 
yielding varieties of seeds than Others and 
therefore registering a higher rate of 


agricultural growth than others, some states 
capturing a larger share of licences and 
outlay by public financial institutions than 
others and therefore having a higher rate of 
industrial growth than others, and some 
states having a larger share of direct central 
investments than others. In the temporal 
sense too, progress in the states has been 
uneven; in some states, acceleration has been 
followed by a slowing down in the rate of 
growth, in others, following a slow begin¬ 
ning. the rate of growth has picked up. These 
differences notwithstanding, in most parts 
of the country, the overall rate of economic 
growth has stayed ahead of the rate of 
population growth, and per capita real 
income has advanced, howsoever modestly. 
Tfue, in most states, the distribution of 
income and assets remains frighteningly 
skewed, and, for some segments of the 
population, the rise in real earnings must 
have been very, very meagre indeed, or none 
at all. 

Even so, the contrast between what has 
been happening, or, rather not happening, 
in Assam and the rest of the north-eastern 
region and developments in most other parts 
of the country could not be more obvious. 
Neither investment nor technology has been 
permitted to make any worthwhile headway 
in these parts, with the result that the growth 
of production, particularly in the vast stret¬ 
ches of the countryside, has lagged way 
behind the growth of population, and per 
capita income has actually fallen, quite 
unlike in the other parts of the country. It 
is two divergent series of per capita growth, 
because It is two divergent scries of invest¬ 
ment and application of technology. A hill¬ 
billy Dickens up in the Khasi hills or Jorhat 
downs has every right to paraphrase: it is the 
best of times, it is the worst of times... 

There is lack of income, lack of jobs, lack 
of opportunities. The middle class youth in 
the Assam valley have been persuaded that 
the variable to tackle is the growth in human 
numbers at 3 per cent per annum. The villain 
of the piece, they have concluded, is im¬ 
migration; catch hold of the migrants and 
throw them back to where they had come 
from, the growth in numbers will drop 
dramatically, and Assam’s problems will be 
over. Those who are dubbed as migrants are 
however not peripheral entities; they will 
fight tooth and nail and claw any changes 
proposed in citizenship laws or rules in 
regard to procedures for the detection of 
immigrants. They will tvcn argue that esery- 
body in Assam is a migrant, some arrived 
from Bengal two hundred or a hundred years 
ago, some others thirty or twenty years ago, 
some descended from the hills five hundred 
years ago, some barely fifty years ago, so 
who has the prerogative to throw whom out. 
The competition for occupying .space will 
soon intensify and spill beyond the syn¬ 
drome of imbroglios btiween the Assamese¬ 
speaking versus the Bengali-speaking; the 
tribal communities will begin to challenge 
the plains people, the hill tribes will 
challenge the non-hill tribes, and then the 
sects within each tribe will construct their 


167 



own dialectics. It can be an unending divisive 
game, at the end of which there will be only 
the silence of the grave. 

The youth in Assam are otherwise engag¬ 
ed, they are much loo worked up, otherwise 
th^ could have been counselled that, rather 
than concentrating on the daunting statistics 
of numbers, they ought to concern them¬ 
selves on the morphology of quasi-stagnancy 
in production and productivity. And the pro¬ 
blem, they could have been gently reminded, 
is not specific to Assam, it is equally acutely 
relevant for the rest of the north-east as well 
as for most of the eastern states. If, thanks 
to the sudden coming into prominence of 
a di-scharged lance corporal from the army, 
the dilemma of the northern districts of West 
Bengal has of late been thrust to the fore, 
those afflicting the southern districts in the 
state art no different. The data are all there, 
at one’s heck and call. All one has to do is 
to engage in a detailed listing of the eighty- 
odd distiicts of the eastern and north-eastern 
states and union territories, put down side 
by side the rate of growth of crop output and 
that of population for each; in the case of 
at least two-thirds of the districts, the 
former, it will be seen, trails the latter, so 
much so that per capita real income has 
dropped in each of these districts since the 
time the nation gave itself over to the five- 
year plans. The reason for this denouement 
is straight and simple: per capita investment 
in the vast majority of thc.se districts has 
been altogether insignificant in the past 
thirty-odd years, and would not average to 
more than one-third of the average for all 
the other districts of the country. Much of 
the investment that has in fact taken place, 
for instance in the north-eastern region or 
the hill districts of northern Bengal, has been 
largely induced by the requirements of the 
army, such as roads and bridges in forlorn 
tracts. What has been considered as priority 
for the army is hardly priority for the people. 

It is little use blaming the administrations 
of the states and union territories for this 
state of affairs. You have, from New Delhi, 
centralised finances and established total 
control over all other resources too; the Plan¬ 
ning Commission and the Finance Commis¬ 
sion and the rest of the paraphernalia belong 
to you. You have been most impressed by the 
imperial design which the Government of 
India Act 1935 was, and you scribbled from 
it copiously while writing your constitution. 
It will be contemptible cowardice if you now 
try to pass on the blame to the state govern¬ 
ments. More so since, such as in the case of 
Darjeeling, the state government concern¬ 
ed has been lobbying hard for the past 
stAcral years to get your sanction for the for¬ 
mation of an autonomous council which 
could have enabled the ethnic community 
there to have a more direct say in the admini¬ 
stration and management of whatever 
limited prerogatives and finances are made 
available—a proposal you have been obsti¬ 
nately opposing. 

Obligations go hand in hand with privi¬ 
leges. You feel proud in proclaiming to the 


world that the British passed on to you the 
imperial mantle, and the McMahon line is 
not negotiable. The territory below the 
McMahon line is however territory filled 
with human beings. They may not like to 
stay ‘excluded’ either from the processes of 


THE Chinese press and media have pub¬ 
lished 8 whole range of comments on the 
students problem in China since the last 
week of December. The official figure of the 
students participating has been placed by 
vice-minister of education at “little over one 
per cent of the two million or so" university 
Students in China. This should mean that 
the students participating in the demos in 
nine cities (Hefei, Beijing, Guangzhon, 
Shanghai, Tiajin, Wuhan, Nanjing, Kumm- 
ing and Luoyang) numbered about twenty 
thousand. This may well be an understate¬ 
ment. It might be a safe guess that the figure 
might well be closer to thirty or even forty 
thousand. It is easy to see that this student 
‘uprising’ is nothing as compared to what 
had happened during the years of the 
cultural revolution. The official press had 
presented the students participation as a 
revolution itself then. Now, of course, the 
Chinese press seems to be clearly unhappy 
at the demos and what at least some of the 
students have been saying and arguing at 
these demos. There has been no endorse¬ 
ment of what the demos have articulated: 
the demand for 'more liberalisation and 
democracy*. There have been reports of stu¬ 
dent misbehaviour as well. People's Daily 
reported on December 28 that in the Gulou 
Square in Nanjing several thousand students 
had assembled on December 25. “A few 
lawless trouble-makers started to damage 
cars, destroy shop fronts, beat up people, 
insult women and throw bundles of burn¬ 
ing rice straw!’ This clearly meant ihat there 
was trouble in some places. According to 
Nanjing’s public bus company, the three-day 
demonstration stopped 1,155 runs and the 
company lost 11,600 kilometres in transport 
mileage. 

That' was some trouble indeed. But one 
is not sure if it was anywhere near being an 
indicator of the unrcsolvable “contradictions 
of Chinese society’’ which were bound to 
“inevitably lead to social explosions whose 
internal dynamic would threaten the whole 
of the bureaucracy” (Ralph Schoemnan cited 
in Times of India). The western commen¬ 
tators do not usually show any awareness of 
the tremendous capacity of eastern societies 
to absorb tensions. China put up with, one 
must remember, ten years of the cultural 
revolution and went ahead during that very 
decade to turn a new leaf in Sino-Americah 
reiatiotts, undertake more than three nuclear 
tests and in less than three years of that 


democracy or the processes of di^opmeht ‘ 
for long, whatever the British intoit might 
have been. The forthcoming decades wilt be 
altogether unquiet if this little hometruth 
does not percolate to the appropriate 
quarters. 


‘dangerous’ decade was in full battle cry in 
Indochina. The resilience of peasant socie¬ 
ties is more than what the western experts 
or ‘westernised’ .Asian experts can either 
digest or understand. 

It is important, therefore, to see it clearly 
that the Chinese system is not in crisis. The 
student demos are not and were not an un¬ 
controllable affair. In fact it is amazing to 
note (that it has not been noted makes it all 
the more amazing) that nowhere have the 
students’ calls for democracy and the like 
been accompanied by comparable demands 
by any other sector of the Chinese popula¬ 
tion. There was indeed a strike in the tractor 
factory in Luoyang protesting against low 
wages and curtailed bonus.. The Chinese 
press did not publicise this strike but the 
western press did. The Luoyang workers wete 
not asking for more democracy. They were 
simply asking for more money. The loioyang 
strikers were unconcerned about what the 
students were thinking. The Luoyang strike 
took place on December 18 and 19. 

There is little doubt that the market 
socialism being practised in China today has 
created income inequalities. Unemployment 
is on the rise. The new strategies are going 
to favour the already advanced regions of 
China. So before long regional disparities 
are going to be markedly visible in China. 
All this is fine. What, however, does not 
follow from this is that the demos were caus¬ 
ed by that situation. The Luoyang strike was. 
The Chinese press promptly kept quiet about 
that. This is not the first time, nor will it be 
the last for that matter, that in communist 
party ruled states proletarian demands are 
kept a closely guarded secret. On the other 
hand, Chinese media arc full of reports of 
student demonstrations everywhere adding 
at tiroes a not unjustified remark (as on 
January 12) that “the demonstrators met 
with widespread disapproval or indiffer¬ 
ence!’. In short it needs to be noted that there 
is, as yet, no popular response to the 
students’ demands. 

This is not to suggest that there shall never 
be such a response or that all is well with 
Deng’s China. The Dengist variety of 
socialism is easily the most difficult to 
understand. It is producing its own tensions. 
What is being argued here is that the demos 
just concluded are not an indicator of these 
tensions. Things are not collapsing in China. 
Tjtere is no crisis of the system, not yet 
ahyway. It is possible to read some different 
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meaning into what happened in China 
during late December and early January. 

It is by. now welt known that one of the 
major points of debate in post-cultural 
revolutionary China has been ‘democracy*. 
The problem of democracy would involve in 
the case of China the question of the distinc¬ 
tion between the party and the government. 
It was in 1980, wrote People's Daily 
editorially in December 1986, that “Deng 
Xiaoping made an important speech on the 
reform of the party and state leadership” 
and went on to add that “this speech is a 
guideline document”. Likewise in November 
last year People's Daily wrote that the divi¬ 
sion of power between the communist party 
and the government should be carried out 
strictly. 

China affords us a unique case in the 
sense that here is one ruling communist 
party which is willing to reconsider the 
established notions of the role of the com¬ 
munist party in the process of socialist con¬ 
struction and the creation of a new society. 
In a sense this problem has dominated 
China’s political history of the last two 
decades. Mao 2^ong had opened a virtual 
crusade against a bureaucratised and im¬ 
mobile party. He failed m his attempt. Deng 
Ziaoping is perhaps trying to use his posi¬ 
tion as ‘the top leader' to clinch some issues. 
Some of the old guard would not go along 
with him. There is very probably a deep divi¬ 
sion in the top echelons wjthin the Chine.se 
communist party. Deng seems to have suf¬ 
fered a .setback as far as that division is con¬ 
cerned. Hu Yaobang’s resignation as the 
secretary-general of the CPC is a gentle 
reminder to Deng Ziaoping that the produc¬ 
tive forces have got to develop and fast but 
that does not and need not mean that the 
party’s supremacy has to be questioned. 
Deng Ziaoping was making a point by tak¬ 
ing political positions fairly close to those 
of the student demonstrators. It is certainly 
arguable that the students made bold to take 
to the streets because they felt that the ‘top 
leader’ was in sympathy with what they were 
demanding. The poliibureau has now 
demonstrated that this is not sa The party 
general secretary has lost his job in the 
bargain. 

There have been many other smaller 
people who have lost their jobs. The presi¬ 
dent and vice-president of the Hefei univer¬ 
sity have been sacked, to cite just one exam¬ 
ple. Some reform enthusiasts went to the ex¬ 
tent of pleading for ‘bourgeois liberalisation’. 
It is that thought and not the demos that 
the CPC is worried about. Guan Weiyuan, 
the dismissed president of Hefei university, 
has been held responsible for (a) “turning 
a deaf ear to the words and deeds in favour 
of bourgeois liberalisation”, and (b) “the 
nation-wide bad influence caused by the stu¬ 
dent unrest in the university”. 

Many heads have rdicd but in the wake 
of these events the media have identified the 
point which worried the politbureau. “A few 


posters advocated positions that were con¬ 
trary to .. .the leading role of the party” 
(December 29, 1986). “It is precisely the 
communist party, the leading party in 
China, that has advanced the idea of 
political reform and implemented it step by 
step” (December 25). “Political reform is a 
process of self-perfection for the socialist 
system and must be conducted under the 
leadership of the party (January 14). One 
can cite many more such examples. 

Deng Ziaoping has argued in favour of 
the role of the party commensurate with the 
new modernisation drive. Obviously the 
section opposed to Deng has seen in the 
student demos a challenge (an inspired one?) 
to this cardinal principle. China Daily did 
repeat the four cardinal principles underly¬ 
ing China’s modernisation. They relate to 
adherance to the following: Marxism- 
leninism Maozedong thought, socialist 
road, the people’s democratic dictatorship 
and (last but not the least) the leadership ot 
the communist party (January 12). 

This might give us some idea of what the 
problem in China is like. There may be a sec¬ 
tion within the CPC which is oppo.sed to the 
four modernisations drive. But what is at 
slake today is peihaps a different mutter 
altogether. ‘Democracy’ may mean to some 
watering down of the dominance of the 


communist party. Alternatively, the majority 
of the politbureau might be of ihc view that 
the students weie encouraged to stage the 
demos by the incessant talk and discussion 
of the new and more ‘modern’ and ‘demo¬ 
cratic’ role of the party. The advocates of 
‘bourgeois liberalisation’ were made brave 
to say what they did by the hesitation to 
affirm the leading and dominant role of the 
communist party. It was important to re¬ 
assert that role. Hu Yaobang has been sacked 
because he failed to do that. Democracy and 
modernisation have to stop outside the 
citadel of the communist party. Deng w-as 
perhaps trying to persuade the conservatives 
(m terms of the role of Ihc party) to see that 
these things have got to change. As late as 
January 13 he was telling the visiting LDP 
leader from Japan that “.. .we must be bold 
and cautious and continually sum up our ex¬ 
perience to ensure steady progress”. In short 
he was not unduly critical of the demos. He 
merely said that “reform should be carried 
out in an orderly way ’. Deng Xiaoping was 
thus making a point. It would appear that 
the politbureau of the CI’C has found it less 
than satisfactory. On January 17, Hu 
Yaobang lost his job as the secretary-general 
of the CPC. One should not be surprised 
if one hears more about the goings on in the 
party from now on; for the student unrest, 
it would appear, was a symptom of that. 
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Policing Workers in an Industrial Estate 

Gurbir Singh 


TARAPlJR is synon>mous with the atomic 
power station a little over 100 km north of 
Bombay, close to the Maharashtra Gujarat 
coastal border. Few. however, know that the 
little fishing village also lends its name to 
one of the largest and most successful 
indu-strial eones floated by the Maharashtra 
Industrial Development Corporation 
(MIDC). Set up in 1974, the "ftrapur MIDC 
today houses over 500 functioiu’ng industrial 
units which employ anywhere between 30 to 
900 workers each, with a total workforce of 
nearly 30.000. Chemical and mini-steel 
plants and powcrioom factories predominate 
but the assortment of production is wide. 
Contract labour is commonly used, especially 
the adivasi villagers from the neighbour¬ 
hood. However, the non-absorption of the 
local youth in permanent jobs in the Ikrapur 
units has remained a sour point over the last 
decades. 

MIDC was established by the state govern¬ 
ment in 1962 to promote the rapid and 
balanced development of industry all over 
the state. To that end. MIDC has developed 
65 industrial areas with at least one estate 
in each of Maharashtra's 30 districts, save 
Gadchiroli, and has allotted 14.484 indus¬ 
trial plots so far. However, the corporation, 
what with the whopping Rs 10.14 crore loss 
borne by it till 1985, has not subsidised the 
development of backward rural Maharashtra, 
but has mainly facilitated the expansion of 
industry in the Bombay-Pune region. Big 
business houses and new entrepreneurs, not 
able to get licences or land in Bombay, have 
settled for the next best alternative—an 
MIDC plot in Tarapur or Roha, which are 
well connected by road and rail, and are as 
good as distant suburbs of Bombay. That 
the MIDC has just helped create an ‘outer- 
circle’ industri^isation around the metro¬ 
polis is clear from the fact that of the 6,500 
industrial units in production in MIDC 
zones, the Bombay and Pune zones accoun¬ 
ted for almost half the units, and Rs 3,021 
crore of the total turnover of Rs 4,015 crore. 
In the sphere of employment too, out of the 
2.5 lakh jobs generated in these industrial 
zones, the ‘metropolitan zones’ accounted 
for I.S lakhs. 

Coming back to Ihrapur, the Rs 60-a- 
square-metre industrial plots sold by MIDC 
there with well-developed facilities of water, 
electricity and good roads and located just 
off the Bombay-Ahmedabad highway with 
the Boisar rail-head at a stone’s throw 
distance, has been a boon to a large number 
of small industrialists. But the biggest 
beneficiaries have been the big houses, who 
have been cheaply able to set up ancillary 
or second plants close to Bombay. Special 
Steels, now managed by 'Bttas, has three 


plants in Ihrapur. Indian Dyestuffs, Nirlon, 
Zenith Pipes, Vallabh Glass, Khaitan—the 
list of notables operating in Ikrapur is long. 
Public funds spent to make the big bigger. 
All in the name of employment and develop¬ 
ment. And when the factory buildings came 
up and the machines began to hum, the 
industrial zone was gifted by the MIDC with 
a Common Facility Centre containing a ball, 
a guest house and other recreational faci¬ 
lities; and of course a police station to main¬ 
tain ‘industrial peac^. While the workers 
were slow to unionise, the owners and 
managers quickly organised themselves into 
the Tarapur Industrial Manufacturers 
Association (TIMA). TIMA grabbed con¬ 
trol of the Common Facility Centre and 
refused to let the workers use the facility for 
any union meetings. 

Unions began to be formed only since the 
last four years. Oatta Samant’s unions were 
initially the strongest but lately the Bombay 
Labour Union led by the George Fernandes 
umbrella—Hind Mazdoor Kisan Panchayat 
—has emerged as the largest. Contract 
labour, which is a large force in Ikrapur, is 
still largely unrepresented, though the 
Bhoomi Sena, an organisation of the Warli 
tribals in the region led by Kalooram 
Dhodade, has been taking up the issues of 
more Jobs and permanency for tribal con¬ 
tract workers. The MIDC police station, it 
is said is totally inept at catching the thieves 
who have been wrecking havoc in the 
workers’ colonies. However, it has shown 
considerable alacrity in apprehending and 
belabouring workers who ^sturb ‘industrial 
peace’. 

With a very large number of chemical 
units in Ikrapur, controversy first arose in 
1985 soon after the Bhopal gas disaster. 
Fainting villagers and passers-by possibly 
were common occurrances in the neighbour¬ 
hood' of the Ikrapur Acid and Alkali 
Company, notorious for its uncontrolled 
emissions of sulphuric acid fumes, before 
the Bhopal holocaust. After Bhopal, the 
hospitalisation of a passing cyclist and some 
local residents created a major outcry. 
Halogal Petrochem and Gopal Anand 
Rasayam also faced angry protests when 
their sulphur dioxide and chlorine emissions 
began hurting the eyes and throats of those 
residing in the surrounding villages. Coming 
into Ikrapur by train, the landmark which 
first catches one’s eye is an orange haze that 
settles, especially in the evenings, over and 
around the tin and asbestos structures of the 
industrial zone. 1 unexpectedly learnt too 
what chemical pollution is when, in my 
rounds through Ikrapur, I was forced off my 
bicycle due to a choking sensation in my 
throat. Some pungent tasting emission from 


Raj Prakash Chemicals was the cause, and 
it left me with a headache till 1 got back to 
Bombay. A year ago protests had forced the 
Maharashtra Pollution Control Board to 
have once-a-month pollution checks. But my 
headache told me the ‘controls’ were not 
quite functional. 

As for the Ikrapur police station, it has 
been in the news in the last two weeks. There 
are two reasons for the media focus—electric 
shock treatment of erring workers was, for 
the first time, introduced hv the police 
station in the sphere of industrial relations 
and gun-totting goons drove out workers 
under the watchful eyes of the police from 
a powerloom unit. The two units in question, 
respectively, are, IPPCO Paper Mills, a Birla- 
group company, and Pal Silk Industries, a 
highly automated artificial silk and polyester 
cloth manufacturing company. 

The agitation in IPPCO Paper Mills, 
employing some 150 workers, which led to 
police intervention related to the non¬ 
payment of bonus for 1986, but the unrest 
dates back more than a year ago, eser since 
the workers unionised under the banner of 
the Bombay Labour Union. Soon after the 
union was formed and a charter of demands 
presented in 1985, the nine main union 
leaders were suspended and chargesheeted, 
and sue today continuing to face depart¬ 
mental inquiries. When the workers struck 
work in protest against these suspensions, 
a well known goonda of the area—Diwaker 
Patil—was called in to break the strike as 
well as the union. When these attempts by 
the management proved abortive, the com¬ 
pany officers themselves promoted a rival 
union, which the contract workers were 
forced to join. An ‘agreement’ was signed 
with this ‘union’ and a bonus quantum of 
some 13 per cent declared for 1986. All the 
permanent workers, however, repudiated this 
‘agreement’ and agreed to accept the bonus 
only ‘under protest’. The management 
retaliated by refusing to pay any bonus to 
the permanent workers. This sparked off an 
agitation in the company from November 
1986 onwards. 

On December 25, the workers of IPPCO 
Paper marched to the house of the vice- 
president of the company, Ramji Singh. The 
workers claimed that the morcha was totally 
peaceful and “we only, shouted slogans 
against thesetfi-hgs and came awt^’’. TIMA 
spokesmen, however, maintain that the 
workers caught hold of the wife of the vice- 
president, since he was away at Bombay, and 
roughed her up, together with the children, 
besides destroying property. 

Maintaining ‘Industrial peace’ 

Without going into how peaceful or 
violent the morcha was, what the police did 
the next day—December 26—was totally in¬ 
comprehensible. Apart front being charged 
wjth rioting, the nine suspended workers 
were booked for molestation and mpa While 
three of them managed to go underground. 
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six were arrested by sub-inspector Kadri and 
beaten within the Ikrapur police station 
lock-up. On the December 26 night, four 
of them—Amolkumar Nath, P Mohan, 
Kuppuswamy and Prakash Gharat—were 
administered electric shocks and told to sign 
.statements that they would leave the union 
and admitting they had molested Ramji 
Singh’s wife At the intervention of the union 
the next day, the six were let off on bail. They 
were subsequently admitted for treatment at 
Cooper Hospital, Bombay. The four victims 
reported that PSI Kadri personally admini- 
.stered the shocks after two burly constables 
had strapped them onto chairs. They said 
that ‘some machine’ was used to give the 
shocks by the PSI—probably a step-down 
transformer. 

F,\actly opposite the IPPCO Mills, across 
the road, is the Pal Silk unit. Trouble had 
been brewing there too for some time. 1 
found the workers squatting in a tent, not 
in front of the company as is the practice, 
but about 100 yards away down the road. 
They were under the impression that some 
court order existed to that effect which the 
police was enforcing, though some felt that 
it had expired. In any case no order was exhi¬ 
bited either on the gate of the company or 
anywhere else. Nor could the company 
officers produce one when questioned. 1 was 
relating this to Datta Bhosale, the Bombay 
I.abour Union (BLU) organi.ser for Ikrapur. 
Bhosale was cynical. “The police are ever 
ready to implement court orders, whether 
real or imaginary, when they are in favour 
of managements. Whenever there is an 
injunction against demonstrations in front 
of factory gates, the same PSI Kadri waves 
the order under my nose. But when the order 
IS in our favour, it is a different story. We 
obtained an order from the Thane Industrial 
Court on December 19,1986 against Atrois 
Chemicals in a complaint of illegal lockout 
restraining the management from employing 
contract labour or selling or moving the 
machinery, and asking it pay three months 
earned wages of the workmen. Later, when 
we found the company working with the aid 
of contract workmen, we rushed to the 
police station with the order only to be told 
that we should address the court with our 
complaints!’ 

To return to Pal Silk Industries—the 
workers numbering a little over 50, were 
unionised by the Tbttile Mazdoor Sabha led 
by Suryakant Wadaonkar. In or around 
February 1986 a charter of demands was 
served on the management. The workers had 
been getting a raw deal for quite some time. 
The company operated only two shifts with 
workers being forced to work 12-hour shifts. 
The compulsory four hours overtime after 
a normal working day fetched them ‘single’ 
overtime wages not ‘double’ as required 
under law. Even otherwise their earnings 
were just about the level required under the 
Minimum Wages Act. Charan Ahuja. the 
director’s son, justified the poor wages by 


pointing to some kutcha huts in the factory 
compound. “We are giving them accom¬ 
modation after all!” 

After the charter was submitted, negotia¬ 
tions went on intermittently, and finally the 
owner-partners—Jagdish Arora and Ahuja 
—agre^ to pay R$ 25 more than what 
MGM Ibxtiies, a similar company in 
Ihrapur, agreed to pay its workers in the new 
settlement being negotiated. The MGM 
settlement came through but the Pal Silk 
owners refused to honour their promises. 
Meanwhile, the union had its demands 
admitted for conciliation and adjudication 
sometime in July 1986. Possibly the local 
leadership of the union, not realising that 
once a dispute is admitted for conciliation, 
strikes on the concerned dispute are illegal, 
gave notice of strike in September. Better 
counsel prevailed, and the strike notice was 
allowed to lapse. In the meanwhile the Thane 
Labour Commissioner’s office tried to bring 
about a rapprochement and proposed a 
settlement, which the management agreed 
to, but backed out later. 

WiiDCAf Strikes 

This game-playing with the workers 
created a deep sense of resentment and 
frustration. The workers deny it, but 
probably their pent-up anger burst forward 
in the form of some wildcat strikes and cut¬ 
ting off and tripping the electricity current. 
Then on the morning of December 2, 1986 
when the first shift was at work, word was 
flashed that the company’s manager, Kewal 
Arora, was assualted by unknown persons 
on Boisar Railway Station. Whether true or 
false, by 10 pm the management had char¬ 
tered its course. The owners and managers, 
with the help of toughs, drove out the 
workers from the company premises. Those 
who occupied the miserable hovels within 
the company compound were thrown out 
with their belongings. “Our things were 
strewn all over the road outside, and by 11 
pm the police were at the gate to prevent us 
from forcing our way back in”, complained 
Awadesh \hdav. 

The company remained closed till 
December 12. Then suddenly a large work¬ 
force of weavers, arranged by one Ramesh, 
a dyeing contractor, arrived on the scene to 
operate the machines. They lived within the 
company’s premises under the protection of 
16 armed goons, .some of whon. carried 
12-bore guns. The police remained unmoved 
to this brazen eviction of the company’s 
workmen and the open display of force by 
the company's management. Meanwhile 
panic gripped Tarapur as the shot-gun bear¬ 
ing toughs openly exhibited their wares as 
they ferried through the industrial area from 
the factory to the railway station. A meeting 
of the trade unions as well as the local 
panchayats of the surrounding villages 
favour^ direct action to remove the toughs 
from the company as they feared an armed 
force in the area might well be used both 


against the villagers as well as in other 
industrial units. 

The police, partisan as ever, instead of 
intervening to remove the gun-totting 
toughs from the scene, swooped down on 
December 16 and arrested nine workers of 
the neighbouring company—Raj Frakash 
Chemicals—on charges of raining stones on 
the night of December 15 on the blacklegs 
working inside Pal Silk Industries. This 
proved to be the proverbial last straw on the 
camel’s back, and hell broke loose in 
Ikrapur. On "December 18 morning, workers 
poured out from their respective companies, 
and defying a police ban order, marched to 
the gate of Fat Silks to oust the goondas and 
blacklegs from the company by force. The 
small posse of policemen that guarded the 
gate would in all probability have been run 
down by the over 5,000 strong crowd had not 
sub-in.spector Kadri promised the union 
leaders to arrange for the removal of the 
gun-wielding toughs. The management also 
repeated the same promise to a delegation 
of union leaders and sarpanchs, which wu 
allowed in for a meeting. This was done ’j'lt 
the blacklegs continued their work under the 
protection of fresh non-shotgun-bearing 
tough.s inside and with a platoon of State 
Reserve Police manning the gate. 

On the legal front, the picture is ridiculous 
but an oft-repeated one on the industrial 
scene. The union has filed a complaint 
against the company for resorting to illegal 
and forcible lock-out since December 3. 
The management on the other hand, on 
December 5 filed a complaint against the 
union for going on illegal strike; and after 
having driven out the workers forcibly from 
a working company, the management com¬ 
pleted the farce by even securing interim 
orders restraining the workers from con¬ 
tinuing their illegal strike. To bolster their 
case, the management has chargesheeted 17 
of the S3 workers for sabotage and violence. 
Interestingly, these chargesheets were drawn 
up and served in December-end for “mis¬ 
conducts” committed in November. Charan 
Ahuja, the owner’s son, insists that the 
workers are on illegal strike “They can walk 
in any time, sign a bond and start work”, 
he maintains. “What about the 17 charge- 
sheeted workers?” I asked. No answer. When 
the matter came up before the industrial 
court, and the company was asked whether 
they were willing to take back ail workers 
and remove the contract workers now opera¬ 
ting the company, no assurance was forth¬ 
coming. The court is now supposed to pass 
interim orders on the union's complaint on 
January 20, based upon the report of an 
enquiry officer, appointed by the court to 
conduct an on-the-spot investigation 

The Bombay labour Union and others, 
meanwhile, to protest against the torture 
inflicted by the police on the activi.sts of the 
IPPCO union and against the police- 
goonda-inanagement collusion in Pal Silks, 
called a successful bandh on December 31 
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of all Ikrapur industrial units. Having closed 
their respective units, the workers poured 
into Bombay and marched to Mantialaya. 
In separate meetings with Jim Mahajan. the 
minister of state for home and inspector 
general of police Jog, the Bombay Labour 
Union chief, Sharad Rao, was assured that 
the incidences of police violence would be 
investigated in five days and action initiated 
egainst the erring officer Kadn. 

It would be a myopic view to begin analys¬ 
ing whether there was violence in IPPCO 
and Pal Silks on the dates in question, and 
as to who was specifically responsible. In 
both companies it is obvious that the reasons 
for the build up of pressure and tension was 
the refusal of managements to settle long- 
pending wage demands, and to try and 
hoodwink the workers to accepting small 
handouts. In IPPCO an unsettled charter of 
demands is pending since 198S with a record 
of suspension of activists and harassment 
every time some demands are pressed. In Pal 
Silks the management’s basic intention was 
to continue the 12-huur working day paying 
statutory minimum wages, and if that was 
not possible, to drive out the permanent 
workers and run the factory with contract 
labour. IPPCO and Pal Silks managements 
are not unique in their aggressiveness. 
Refusal to negotiate long-pending charter of 
demands has become a general feature in 


A RATHER ambitious scheme to promote 
the export of computer software was laun¬ 
ched by the Department of Electronics 
(DoE) on December 19, 1986. Imports of 
software and hardware were liberalised, 
customs duties were reduced, export incen¬ 
tives were generously doled out and cheap 
Exim Bank credit was made available, all in 
the name of boosting software exports. The 
additional secretary in charge of computers 
in the DoE, N Seshagiri, has stated that, 
with the new policy in force, software exports 
will rise to Rs 1,800 crore by 1993 from the 
present level of below Rs SO crore. 

The prospective entrepreneur cannot 
expect more benevolence from the govern¬ 
ment. Software export attractr 10 per cent 
project assistance, a synonym for cash 
assistance. What is more important, Indian 
costs of software development are estimated 
at $ 2,000 per person month. This is one- 
tenth of comparable US costs or even less 
although productivity per person is below 
international standards. Software develop¬ 
ment is also associated with relatively low 
capital costs. Hardware is available at rock 
bottom prices; a mini-computer system can 
be had for as little as S 20,000. In SE Asia, 
the price is even lower. Even the smallest 
entrepreneur can make a beginning with 
S 800, the price of a personal computer and 


Bombay’s troubled labour scene; and the 
long wait-running into three to five years— 
for the conciliation process and adjudication 
to decide the demands very often leads to 
frustration, violence and counter-violence. 

Meanwhile, in Ikrapur both sides are gear¬ 
ing up for further battle. An urgent meeting 
called by the owners and managers under 
TIMA has asked the government for addi¬ 
tional police protection and attempts arc to 
be made to garner more favourable media 
coverage. 1b fight the current mood of 
militancy, among workers, private .security 
agents and toughs are being imported in a 
big way into the MIDC zone. On the 
workers’ front, attempts are being made to 
set Up a co-ordination committee of unions 
across party lines to render mutual aid in 
struggles against mahagements. The IPPCO 
and Pal Silks incidents have taught the 
workers that unless workers help each other 
through support struggles, in individual 
battles between a single union and a com¬ 
pany management, especially where the 
workforce is small, managements inevitably 
muster enough resources to beat the union’s 
challenge. In Tarapur, the unions are closely 
watching the January 20 court decision. If 
no solution emerges, it has been decided to 
launch an all-union agitation once again at 
the Pal Silk gates. 


hard disk. A large number of entrepreneurs 
can enter the market and reap the Iwnan/a. 
The DoE estimates that international trade 
in software is as much as $ 50 billion of 
which India’s share is a minute 0.6 per cent. 

Apart from the inherent proHubility of 
software eeports, the government’s incentive 
package and institutional support are 
designed to create an ideal environment for 
exporters. Customs duties have been lowered 
to only 30 per cent if the project is scruti¬ 
nised and approved by the Exim Bank. In 
other cases, where the Inter-Ministerial 
Steering Committee (IMSC) scrutinises the 
project, the duty will be 60 per cent. The 
indigenous angle in project approval is likely 
to be given the go by since an export obliga¬ 
tion at 250 per cent of imports in the general 
case will compensate for the outflow of 
foreign exchange. 

The Exim Bank has been given a key role 
in the working of the scheme Its large 
resource base developed through clever port¬ 
folio management in world money markets 
and tax free profits will now find an avenue 
Till now it was conflned to financing project 
and capital goods exports which are hardly 
Rs 500 crore in the very best" of years. An 
attractive interest rate of 11.5 per cent on 
rupee term loans and eight to nine per cent 
on foreign currency loans, one per cent 


above its own borrowing rate will be leviable 
on Exim Bank borrowings. The arrangement 
for working capital component is even more 
interesting. Perhaps for the first time in 
banking history, the working capital needs 
of a service industry will be financed by the 
banking sector. And that too at an interest 
rate of 9.5 per cent. Compared to the general 
interest rate of 16 per cent on short-term 
finance, this is also a major attraction. One 
wonders what conservative bankers will con¬ 
sider as ‘security’ in the case of software 
.services. They do not, generally speaking, 
consider knowledge on a piece of paper or 
magnetic media as good enough collateral 
for short-term finance. Perhaps the financ¬ 
ing will be confined to post-shipment cases 
only. 

The scheme has other built-in ‘incentives' 
which cannot be articulated officially. For 
i.;ample, software export through satellite or 
on magnetic disk cannot be valued by the 
customs authorities. The exporter always has 
the option to undervalue expoits and keep a 
portion of the earnings in foreign accounts. 
This is advisable considering the steep fall 
in the value of the rupee by nearly 50 per 
cent against the US dollar in the last five 
years. Alternatively, a computer system can 
be imported at concessional duty and sold 
in the domestic market at a profit of 100 per 
cent. Considering the poor monitoring and 
even poorer enforcement of export obliga¬ 
tion bonds, which, in any case, are to be 
extinguished over the next four years, the 
likelihood of penalties is remote. Moreover, 
capital goods will be financed by Exim Bank 
at concessional interest rates. Even if the 
export obligation has to be met, exchange 
can always be bought from the ‘havala’ 
market (the term used for informal transfer 
of foreign exchange to or from the Indian 
market) at 16 or 20 per cent above the 
official rate. The ‘havala’ funds can enter 
India as inward remittance against the 
‘export’ of software. The 10 per cent project 
assistance will compensate for a substan¬ 
tial portion of the cost of the ‘havala’ 
transaction. 

Impossible Targets 

In spite of the attractive incentives and 
possibilities, software export may not in¬ 
crease appreciably in the near or distant 
future. Both hardware and software arc 
controlled by transnational corporations 
(TNCs). They impose rigid structures on the 
Indian system. Rapid technological chan^ 
and tight control over critical technical 
information leave few options for genuine 
exports. The actual working of the new 
poliQi may leave the field open to manipula¬ 
tors who will make the most of the. new 
opportunities. 

We have a few case studies on software 
exports from SEEPZ which show that soft¬ 
ware «port is a viable possibility only where 
the entire operation is wholly owned 
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aiul/oi coinroUcd by (he TNC. I he pro¬ 
jects are executed in the low-cost Indian 
environment under the TNC’s own supervi¬ 
sion. fhe a.ssignnicnt$ typically involve soft¬ 
ware development for in-house use In other 
words, the marketing and initial system 
study is done by the TNC. Relatively low 
technology areas such as data entry or con¬ 
version of data to different operating systems 
are preferred. At most, the projects involve 
application software. They are rarely in the 
area of system software Wholly Indian soft- 
waie export companies or those with Indian 
participation tend to languish for want ot 
steady business. Software development needs 
continuous interaction with the client. 
Indian companies do not have the resources 
to finance or manage infrastructure spread 
over more than one country. 

In other cases, TNCs prefer to import the 
software engineer himself to the host 
country instead of asking for ‘Indian’ soft¬ 
ware. For example, a major part of Tata 
Burrough’s software export earnings are 
from services rendered by its engineers 
abroad. (While recognising this, the new 
policy says that “computer software will 
include.. .consuttanc 7 delivered at the loca¬ 
tion of foreign client abroad by Indian 
expertise’’.) Considering the nature of such 
exports, the country does not gain very much 
in terms of foreign exchange or expertise. 

C'liven such structural problems, where the 
technology, hardware and the associated 
software are generated abroad, fulfilment of 
Sesliagiri’s target of Rs 1,800 crore (an 
underestimate, according to him) is difficult 
to visualise. The single advantage of low-cost 
labour backed by official and unofficial 
incentives wilt hardly be enough to attract 
technical and financial resources to this area. 
Of course, if Indian engineers were allowed 
to accept software assignments in the US, 
the expectation will be more than fulf.lled. 
1 he US government immigration policies, 
however, forbid the free flow of labour into 
that country. 

If the above arguments have any value, 
one can only speculate over the actual 
reasons for the optimistic forecasts on soft¬ 
ware exports. Perhaps the decision to allow 
open general licence (OGL) imports of soft¬ 
ware had to be clothed with export possibi¬ 
lities. There is criticism that indigenous 
development of system software and, to 
.some extent, application software has been 
nipped in the bud by the new policy. (Latest 
press reports indicate that the policy is being 
reconsidered by the DoE.) It allows software 
import under OGL even for the purpose of 
stock and sale. The previous stipulation 
required DoE clearance from the indigenous 
angle before import at the concessional duty 
of 60 per cent could be permitted. In actual 
practice, pirated software, which represents 
a free flow of value from the developed to 
the developing countries, rules the roost. 
Insiders claim that this wiU continue in spite 


of the liberalisation. With encouragement 
to legal imports, the country will have to 
shell out foreign exchange. Seshagiri esti¬ 
mates an outflow of Rs 80 crore in the very 
First year to buv costly packages fot ihc 
dubious benefit of the legal availability of 
a wide variety of software. 

The DoE claims that legal availability of 
imported software will trigger the multiplier. 
India will specialise in application software 
derived from the wide use of multipurpose 
software such as dBase III plus. Software 
exports will double every year to become the 
single largest export item by 1993. This 
phenomenon is labelled the ‘flood in. flood 
out’ principle. The fact is that the nascent 
Indian software industry is struggling to Find 
its feet after the IBM personal computer 
with its packaged software, available in 
pirated form, has entered the market. The 
earlier CP/M operating system, which 
required customised software application, 
has been flushed out. In a fast changing 
scenario, where the mortality of new com¬ 
puters and the connected software is high 
and market volumes are very large (Micro¬ 
soft, a leading US company, has sold 5 inn 
copies of the IBM DOS operating system till 
now), the Indian software industry does not 
even know what is going on in the world 
market. Information costs are prohibitive. 
UNIX, the latest operating system for com¬ 
puters, and the C language is fast becom¬ 
ing the industry standard. Its applications, 
in the form of general purpose packages, will 
now be imported. In the absence of exposure 
to current technology, the Indian software 


industry can do little in the Indian environ¬ 
ment. It faces competition from both pirated 
and legal software The DoE now hopes that 
this very industry will begin to export in 
large quantities! 

The DoE has precious little to show for 
its support to the software industry to 
develop Indian applications. In spite of the 
massive induction of computers into the 
government and banking sector, hardware 
utilisation is poor. This is partly due to poor 
availability of indigenous software Another 
reason is that computerisation redefines and 
democratises organisation structures and 
systems, a phenomenon unacceptable to 
most Indian institutions and organisations. 
Word and page-processing applications in 
Indian languages is yet to become a living 
reality. We have not even developed a good 
Indian language phototype.setter. Indigenous 
software development would have given us 
a major strength to derive the advantages of 
the rock bottom prices of powerful chips. 
Unfortunately, the emphasis on imported 
hardware, and now imported software, has 
killed such possibilities. 

Another scenario is also possible. The new 
policy will reduce the pirated content in 
Indian software from 98 per cent to 85 per 
cent, according to our sources. The increase 
in variety due to official imports will 
increa.se the base of piracy. This, in turn, will 
improve the application capabilities of the 
software industry. Perhaps this may start a 
round of software export. In any case, the 
figure will be nowhere near Rs 1,800 crore 
by 1993 as envisaged by the DoE. 
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Communalisiti and the Threat to Diversity 

A Report 

Vaaanthi Raman 


DISTURBING events in the recent past in 
the country's body politic have caused a lot 
of concern to many Indians. Many have sat 
and vratched helplessly as the country’s 
social fabric is being rent apart with com¬ 
munal and caste riots which have brought 
us dangerously close to a civil war-like situa¬ 
tion. This prompted a group of intellectuals, 
activists and others from all walks of life all 
over India to get together and issue a call for 
a convention to discuss precisely these distur¬ 
bing events. The ‘Call’ (EPW, October 25, 
1986) is interesting in itself because it struck 
a different and unique note. In a situation 
where the national press and the media 
(including the self-styled liberal journalists) 
are bombarding us with the slogan of 
national unity and integrity, of the danger 
to the country from ‘disruptive’ ‘communal’ 
and ‘secessionist’ forces, the Call for the 
convention manifested a fresh approach to 
the problems of the country. The convention 
was on “Communalism and the Threat to 
Diversity”. 

The Call, signed by prominent citizens in 
the country, noted that: ‘‘Recent political 
developments in India are dominate by the 
tragic and systematic suppression of various 
groups. Linguistic and religious minorities, 
various regional identities, the scheduled 
castes and scheduled tribes and the other 
backward classes constitute these suppressed 
groups!’ It goes on to further point out that 
these suppressed groups constitute the 
majority and ‘‘encompass within themselves 
the overwhelming majority of the property- 
less, labouring masses of India”. These 
groups are manipulated by ‘‘the power- 
brokers of the dominating minority” 
through the insidious use of casteism, com¬ 
munalism, and linguistic and regional 
chauvinism. 

In the face of this rather depressing social 
and political situation, wherein the very 
existence and development of the nation is 
in jeopardy, the Cali asked concerned 
Indians to come together to restore the 
glorious mosaic that India has been and to 
once again strive for unity in diversity, by 
chatting out a different road that ‘‘combines 
growth with equality and unity”, by devising 
a ‘‘multi-layered process of autonomy that 
recognises both disjunctions and conjuncr 
tions in the various caste, tribal, national, 
regional and religious identities”. 

The convention began with an address of 
welcome by Anjum Quder, president of the 
reception committee and scion of the family 
of l^jid All of Oudh, who recalled that 
India has been "traditionally the most 
hospitable land on earth”, where divergent 
cultures, various religions and different 
peoples from all over the world have sought 


shdter and this country has given them an 
open-hearted welcome. He poitued out that 
this part of our history is bring deliberately 
ignored. Instead, the first foreigners who 
came to this country, are now demanding 
that those who came next “either get out of 
this land or live under their dictates”. 
Whereas, the real natives of this country, i e; 
the tribals, the adivasis and the Dravidian 
people of the south, who could assert this 
logic are kept in perpetual subservience by 
the powerful minority. Anjum Quder called 
on the delegates to give some direction so 
that India could be brought back to the path 
of tolerance, amity and secularism. 

The convention’s plenary session on 
November 7 was inaugurated by Asok Mitra. 
The other speakers at the inaugural session 
were Rajni Kothari, V Anaimuthu, a leading 
theoretician of the Dravidian movement, 
Imtiaz Ahmed, social anthropologist from 
the Jawaliarlai Nehru University, Bhagwan 
Oas, an activist and theoretician of the Dalit 
movement, V T Rajshekhar, editor, Dalit 
Voice, N E Horo, a leading personality of 
the Jharkhand movement, Balraj Puri, 
political leader and theoretician from 
.fammu, Madhu Kishwar, editor, Manushi, 
Ihher Mahmood from Delhi University, 
Baljit Malik, editor. Forum Gazette, and 
U N Sinha, a retired civil servant and social 
activist from Bihar. All the speakers dwelt 
on the theme of the convention and empha¬ 
sised various aspects and dimensions of the 
theme The afternoon session of the first day 
was devoted to experiences of delegates from 
different parts of India. 

On November 8 and 9, there were three 
workshops on religious minorities, caste and 
other backward classes, and tribes, nationa¬ 
lities, linguistic minorities and regional 
identities. Before the convention broke up 
into separate workshops, overall presenta¬ 
tions were made on the Muslim problem in 
India by Imtiaz Ahmed, on the Sikh and 
Punjab problem by Pritam Singh, the 
caste question by Bhagwan Das, and the 
question of tribes, nationalities, linguistic 
minorities and regional identities by Sanjay 
Basu-Mallick. 

Religious Minorities 

In the workshop on religious minorities 
which was chaired by Taher Mahmood and 
Rajni Kothari, there was a discussion on the 
specific problems of the different religious 
minoriti^ One Christian riergyman pointed 
out that the Christians in India had come 
under attack both by Hindu chauvinist 
forces and the state and that there was 
pressure on the Christians, particularly in the 
tribal tracts of south Bihar, to convert, to 
Hinduism. The priests and. clergy were being 


terrorised through false cases instituted 
against them. In this context, it was also 
pointed out that this attack on the Chris¬ 
tians would become more virulent due to 
their identification with the problems of the 
dalits and the tribals. Some speakers refer¬ 
red to the growing tendency to brand 
those belonging to non-Hindu religions as 
’foreigners’. 

The spokesperson from the Sarnadharma 
—a tribal ibligion—detailed out the manner 
in which their forms and places of worship 
were being vandalised, and pressure was 
being brought on the tribals to become part 
of the Hindu fold by chauvinist organisa¬ 
tions like the RSS and the state. In the 
discussion on the Buddhists in India, it was 
pointed out that the Buddhists faced dis¬ 
crimination as a religious group. The 
majority of the Buddhists who were schedu¬ 
led caste converts, were being denied reser¬ 
vation facilities and many .shrines were still 
under the control of Hindu mahants and 
government functionaries. 

In the discussion on the Sikh and Punjab 
situation, the interweaving of nationality 
and religion was seen as an important aspect 
of the situation. There were two distinct 
approaches to the Sikh and Punjab problem. 
One approach saw nationality as the crux 
of the problem in Punjab with religion 
closely interwoven with it. This approach 
emphasised the need for regional autonomy 
and a genuinely federal structure. The other 
approach saw the question of Sikh religion 
and distinct religious and cultural identity 
as the crux of the problem of Punjab. But 
both approaches were one in emphasising 
that the consciousness of the Sikhs was 
dominated by the fear of annihilation, 
particularly since 1984. They were also one 
in pointing out that the closing of ail options 
by the state and heightened state terrorism 
had combined to lead to a situation wherein 
counterproductive individual terrorism 
flourished. 

The discussion on the Muslims started by 
a delineation of the socio-economic contours 
of the problem. It was felt that the Muslims 
had lost their voice since partition. They had 
lost out economically, with the erosion of 
the middle class, the pauperisation of the 
artisans and the peasantry, and riots in those 
areas where the Muslims had achieved a rela¬ 
tive degree of economic stability. Speakers 
pointed to the poor representation in govern¬ 
ment and administrative services as evidence 
of the discrimination that exists against 
Muslims. Another dimension of the on¬ 
slaught on the Muslims in India has been 
on questions and issues like the Muslim 
Personal Law. Urdu language and the move 
to usurp places of worship. These have been 
further attempts to destroy the identity of 
Muslims in India. The distorted image of the 
community in the press and other media was 
also emphasised. One aspect of the present 
sltu^on was the decline of libera) elements 
ill the mgjOrity community and in govern- 
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ment, administration, media and political 
parties, which had further isolated the 
Muslims in India. It was also pointed out 
that the principal fact of the Muslim situa¬ 
tion in India was that they were faced with 
annihiiation. To emphasise this, one speaker 
gave examples of large-scale riots in areas 
like Assam, where Muslims were among the 
most wretched. It would be far from the 
truth to take the viewpoint that Muslims 
were being slaughtered in riots not because 
they were either poor or rich but because 
they were Muslims. 

There were different responses to the 
situation of Muslims in India. One response 
emphasised the need for a dual approach 
which, while strengthening and regenerating 
the community, educationally and culturally, 
would also see the need to build bridges with 
other communities and other oppressed 
groups. Another response was to point out 
that there was no inherent resistance to 
modern education among the Muslims but 
that severe economic, cultural and social 
discrimination had crippled the community. 
In such a situation, it was felt that there was 
need for greater representation in the scvices 
as also reservations. 

On the question of reforms within the 
community, there were (divergent views. One 
viewpoint emphasised that reform within the 
community must go along with the general 
struggle against the onslaught on the 
minorities, while another view was of the 
opinion .that as long as the .seige on the 
minorities remained, the democratic forces 
for reform within the community could not 
be released. A third point of view stressed 
that in spite of the limitations imposed by 
the seige, reforms could also be conceived 
as part of the struggle against the seige. One 
speaker pointed out that the prdblems of the 
Muslims was no different from that of other 
minorities. Religion as such was not the 
problem between the two communities. The 
crux of the problem was really the role of 
the Muslim community in India’s social and 
political life. Indian nationalism, as it had 
developed had no place for the secular urges 
of. the Muslim community. 

As part of the overall discussion, some 
speakers felt that it would be too simplistic 
to view the minority communities as mono¬ 
lithic, and that women wete faced with severe 
discriminations within each community. In 
this context, the need for a critical evalua¬ 
tion of minority politics was called for. 
Questions were raised as to whether, in the 
context of the struggle for survival of 
religious minorities, a mere reiteration of 
religious identity would be the most effica¬ 
cious strategy. 

Caste and Other Backward Classes 

The workshop on caste and o|her back¬ 
ward classes, chaired by V Anairnuihu, 
discussed the Various dimensions of oppres¬ 
sion and deprivation of the achedided castes 


and the other backward classes. It was 
pointed out that while there were constitu¬ 
tional provisions for reservations, in practice 
these have never really been implemented 
fully. Some were of the opinion that reser¬ 
vations can also have a detrimental effect on 
the dalit community as a whole, since reser¬ 
vations are mere crumbs which prevent an 
all-out mobilisation for a total/revoiutionary 
overthrow of the entire system. In this 
context, there was also a general opinion that 
reservations, with ^1 their limitations must 
be supported, along with a necessary mobi¬ 
lisation for land reforms without which the 
problems of the scheduled castes and other 
lower castes cannot be tackled. Along with 
this an economic package was necessary to 
regenerate the rural poor and agriculture. 

As far as the much-discussed and pubii- 
ci.sed clashes between the backward castes 
and the scheduled castes was concerned, it 
was felt that in the majority of cases, the 
clashes were those of two oppressed groups 
Fighting each other at the behest of their 
common oppressors, with the latter playing 
on the sentiments of caste cohesiveness. 
There have even been cases of scheduied 
castes Fighting other scheduled castes. 
However, it was the small minority of cases, 
wherein landlords from the other backward 
classes had indeed committed atrocities 
against the iabourers who were scheduied 
castes that was being publicised beyond 
proportion. It was conceded that even these 
need to be looked into carefully for develop¬ 
ing future strategies. The whole array of 
castes that constituted the scheduled castes 
as a group and the OBCs as a group, had 
various differences and it was agreed that 
these need to be looked into both for pur¬ 
poses of action and for reforms within eacn 
group. The various causes of class forma¬ 
tion among the various caste groups was also 
discussed. 

Another interesting issue that came up for 
discussion was whether caste was merely 
religion or whether it was an integral part 
of India’s feudal structure. There was a lively 
discussion as to whether “annihilation of 
caste” was merely a question of struggle in 
the ideological domain or whether it had to 
be a total struggle with the focus on all the 
relations that arise out of the feudal struc¬ 
ture. Both with regard to analysis and 
prescription for action, the distinctive 
approaches of Periyar, Ambedkar, Lohia, the 
marxists and neo-marxists and various 
com'ainations of these were very much in 
evidence. The rationalist-atheist approach 
and the approach to religious conversions 
coloured the presentations of various 
speakers. The rationalists were initially not 
so enthusiastic about the whole question of 
t^igious identity, but agreed that religious 
identity would have to be given some space 
in the interests of the common struggle of 
all the oppressed. Tlieie was unanimity on 
the question of compensatory discrimina¬ 


tion both for the SCs and the OBCs, on the 
need for land reforms and structural trans¬ 
formation, the neces.sity for reforms within 
each group and the necessity of unity with 
the tribals, the religious minorities and 
all other oppressed within the present 
dispensation. 

Tribes, Nationalities and 
L iNouiSTic Minorities 

The workshop on tribes, nationalities, 
linguistic minorities and regional identities 
was chaired by N E Horo. The workshop 
upheld the aspirations of the Jharkhandis, 
Cork has and other oppressed and discrimi¬ 
nated groups within the Indian federal struc¬ 
ture. It was suggested that the Indian con¬ 
stitution should be amended so as to make 
it more federal and to give more power to 
the states. In the discussion on the rights of 
the different nationality groups and the 
process of nation-building, one speaker held 
that India couid not be regarded as a nation; 
it was rather a multinational country. 
According to this speaker, the theoretical 
position of regarding India as one nation 
only strengthened those forces which see 
nationalism as synonymous with Hinduism. 
The speaker further suggested that the 
various nationalities in India should unite 
in one federal structure, with each one of 
them having the right to secede. But this was 
a viewpoint that was not generally shared. 
A speaker discussed the problems of the 
Gorkhas and their demand for Corkhaland. 
He said that the Gorkhas had been demand¬ 
ing a separate province since 1907. The 
Gorkhas are now demanding a separate state 
within the Indian Union. How could this be 
conceived as anti-national? The speaker said 
that the West Bengal government had 
declared war on the Gorkhas; he appealed 
to the people all over the country to support 
the legitimate demands of the Gorkhas. One 
speaker felt that the Indian constitution was 
a fraud as far as federalism goes, and that 
if the different nationalities and groups felt 
that their aspirations were not fulHIied 
within the Indian Union, then the right to 
secession was not unjust. However, the same 
speaker went on to point out that recent 
trends among the struggling people of India 
gave him hope that it was possible to struggle 
for fulfilment of the aspirations of the 
different nationality groups within the 
framework of a reconstituted Indian Union. 

On the question of tribes, it was felt that 
the central problem of the tribes was the loss 
of land and forests, due to the systematic 
depradation of the latter by government 
agencies and private contractors. The tradi¬ 
tional rights of the tribals were being tramp¬ 
led upon. In the discussion on the cultural 
and linguistic rights of the tribals, there was 
a consensus that the full freedom for the 
development of their own languages and 
dialects, as media of instruction, etc, must 
be upheld. As far as reservations were con- 
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cerncd, it was pointed out that there were 
still some tribes who had not yet been 
scheduled or, as in the case of some tribes, 
they are scheduled in some areas while not 
being scheduled in others. The workshop 
came to a consensus that these anomalies 
in the reservation policy for the tribes must 
go. On the question of linguistic minoiities, 
there was a discussion on the problems 
arising out of the attempt to impose Hindi 
on non-Hindi speaking peoples and the 
attempt to impose regional languages on 
minorities within states. One speaker when 
discussing the rights of small tribal groups 
suggested that the TVipura model be follow^ 
where the Kogborok language was created 
by amalgamating more than eight tribal 
languages with the Riang language as the 
base: A language policy on the basis of 
equality of status of all languages and 
the end of coercion and imposition was 
proposed. 

Ct)NSENSu.s Statement 

On November 10, at the final plenary 
session, at Mahajati Sadan, a consensus 
statement was adopted. The statement 
succinctly summed up the varied though 
cohesive thrust of the entire convention. The 
.statement started by pointing out to “the 
growing threat to cultural and social diver¬ 
sity that had been the hallmark of this plural 
society and composite culture and civilisa¬ 
tion". While these threats to diversity could 
be traced to very different tendencies, “the 
most pertinent threat that was growing at 
a frightening speed and ferocity was that of 
the communal virus that was taking hold of 
the Indian mind...and was becoming 
increasingly volatile and violent” And this 
was prompted by a chauvinist mobilisation 
of nation in danger", allegedly from the 
religious and ethnic minorities, regional 
identities, and “the growing challenge to 
established hegemonies from the poor and 
the downtrodden". The statement empha¬ 
sised that it was the rejection of the legiti¬ 
mate aspirations and democratic urges and 
upsurges of “the underprivileged and dis¬ 
criminated people" that constituted “the 
gravest threat to the very diversity that had 
been the basis of Indian unity and diversity". 

The convention which had been called to 
stem the tide of communalism and to devise 
means of restoring diversity, noted with 
anxiety and concern that large sections of 
people were being subjected to killings on 
a genocidal scale, destruction of property 
and, worse, were being accused of turning 
‘anti-national’. It was felt that “what was at 
stake was not just questions of justice and 
access to opportunities of an economic kind 
but the very survival and material existence 
of entire social strata—the rural and urban 
poor, the tribal populations, the dalits and 
backward classes, the religious minorities 
and the forest peoples”. 

The statement pointed out that for the 
first time a common platform had been pro¬ 
vided for these various affected groups and 
communities, making them realise that the 
problems they face separately could not be 


resolved unless joint efforts were made by 
all groups together; that it was imperative 
“to look inwards and identify both sources 
of inner strength and weaknesses and to do 
this collectively”. 

"Over the last several years, the whole 
process of dialogue across diverse com¬ 
munities had broken down, contact between 
them had narrowed down considerably and 
social and intellectual distance had grown 
in an alarming way!’ There was therefore a 
“need to build bridges.. .to re-establish con¬ 
tact and communication among the people 
themselves, across communities and Averse 
social .spaces!’ More importantly, this effort 
at bulling bridges will have to be backed 
by another major effort at “returning to the 
central task of socio-economic transforma¬ 
tion from which communal politics and the 
violence and terrorism to which it had given 
rise had been major diversions”. But this 
could not be done by dther "romantic 
idealism or mere appeals to the state or the 
elite that controls it”. For this it was 
necessary to launch “an effective politics of 
the people which will also have to consist 
of a politics of diverse minority groups, of 
the diverse social peripheries and of the poor 
and the oppressed”. 

Concrete Steps to be taken 

With all this in view, the convention 
decided to take certain steps. It was decided 
that studies and investigations into the 
sufferings of struggling groups, like the 
atrocities and killings of innocent people in 
Punjab, atrocities on tribals, dalits and the 
rural poor in Bihar, persecution of struggling 
groups in Jharkhand and the Nepaiis settled 
in India, communal carnages against 
Muslims, Sikhs, Christians, etc, would be 
initiated. These investigations and position 
papers could be the basis for a national 
debate. Detailed studies on the questiou of 
plural identities in the Indian process need 
to be undertaken. 

Organisationally, it was agreed that a 
broad-based co-ordination committee be set 
up to co-ordinate follow up activities and 
future programmes. An information net¬ 
work covering different regions and com¬ 


munities, and a network of legal experts to 
take up cases rising out of communal 
violence and persecution of individuds and 
groups would be set up. 

The most striking fact about the conven¬ 
tion is that for the first time in post¬ 
independent India a dialogue between 
different oppressed groups and communities 
took place. The enthusiasm that the con¬ 
vention generated among the delegates 
only brought home the fact that this was 
obviously a much-needed exchange. The 
attendance cut across caste, religion and 
tribe. Ideologically too, there was a wide 
spectrum ranging from liberals and sodalists 
to the extreme left. All the representatives 
of various groups, communities and ideo¬ 
logies were one in wanting to find a legiti¬ 
mate and honourable soda! space for the 
different identities in the India of the future. 
What was being questioned was the entire 
process of nation-building and economic 
development, which had marginalised the 
dalits, tribals, the religious and linguistic 
minorities and the regional identities on the 
periphery. The marginalisation and peri- 
pheralisation was not merely an economic 
one, (though that was a dimension that 
could not be ignored), but a total depriva¬ 
tion, which encompassed cultural, social, 
religious and identity dimensions within its 
ambit. ‘Identity’ became a central concept 
in the whole dialogue. There were strident 
and vociferous voices that spoke of Muslim 
identity, Sikh identity, tribal identity and so 
on, while some raised questions as to 
whether religious identity could be the only 
cohesive principle. Should not class or 
nationality also be a determination? 

All in ^1, the convention proved to be 
stimulating. For the activists, the dialogue 
proved to be at once an affirmation of 
solidarity, as well as an opportunity to know 
problems and struggles of groups elsewhere. 
For the academics and intellectuals, here was 
an opportunity to re-examine old and hack¬ 
neyed categories of thought and analysis, to 
focus their attention on the intricate web of 
casts, class, religion and ethnicity through 
which the people of India were articulating 
their desires for fundamental social change. 
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PAKISTAN 

Who Rules the Campuses? 

Babar All 


THE politics at student level in the 
numerous colleges and universities all over 
I^kistan is very closely tied into the broader 
politics of each particular region. More 
specifically, those political forces which are 
most dominant at the provincial level have 
a supplementing students' organisation 
which rules the campuses of that particular 
province, lb go even further, one can say that 
the forces which are predominant in the 
national question debate and who call 
themselves nations or nationalities find their 
counter part in student bodies in the country. 

In the province of Sind, for example, the 
right-wing nationalist Jiye Sind Mahaaz has 
a substantial following amongst the feudal 
and middle class of the interior of the 
province. Thus it should come as no surprise 
that the strongest student body in the 
interior of Sind is the Jiye Sind Students 
I'ront which is the student front of the 
Mahaa/. Similarly, the Mohajir community 
in Karachi and Hyderabad in Sind has tradi¬ 
tionally supported cthr^o-religious political 
parties like the Jama’at Isluami and thus also 
Mqiports the student wing of the Jama'at in 
both these Mohajir cities. The accompany¬ 
ing table is a very simplified and crude 
attempt to bring out the particular charac¬ 
teristics of the political groupings in the four 
prosinces in the country, and also shows the 
student groups associated with the parent 
organisation. 

Whether it is the Jiye Sind Students 
Federation in the interior of Sind or the 
Islami Jamiat Iblaba in Karachi or Lahore, 


thdr tactics are quite the same. They an neo- 
fascist groups which are linked to right-wing 
parent organisations. They have been able 
to achieve their supremacy over other groups 
using severe strong-arm tactics over the 
administration of the university, of the pro¬ 
vince, and over other student groups. They 
thrive with the help of a reign of terroi 
imposed over the campuses of which they 
are complete lords. They are very heavily 
armed with the most sophisticated military 
equipment available in the market—Kalash¬ 
nikovs have become a common weapon and 
in a recent clash (which is very common in 
the student community) rocket launchers 
were also on display, though they were not 
used. 

These dominant student parties easily 
have their own goons admitted to various 
colleges, thus strengthening their squads. 
Similarly, since they have terrorised the 
university and college administration 
wherever they rule, they have a major say in 
the appointment of faculty members too. 
Also, they play a major role in handling the 
facilities (like transport, photocopying, etc) 
on the campuses. For example, whenever the 
dominant group wants to hold a function 
on campus it need not ask anyone, but if a 
smtdler group wishes to do so, it is under 
threat of being attacked by the dominant 
group. Again, whenever the dominant group 
wants it can make illegal use of university 
transport facilities, and hijack college and 
university buses and use them for its own 
political purposes. And during all this, no 


one dare stop it. 

The police have been given specific in¬ 
structions not to touch the students of the 
dominant groups (even when they are seen 
destroying public property) in any of the 
four provinces of the country for they feat 
a severe backlash. However, there are 
instances when the police have been forced 
to arrest some student leaders of the 
dominant group. Most prominent amongst 
these arrests are leaders of the Islami Jamiat 
Tulaba who have been arrested for murder¬ 
ing other students in Karachi and Lahore at 
various times in the last eight years. Despite 
eye-witnesses to the murders these leaders are 
easily let off the hook by their benefactors 
in office and are set free. The leaders’ 
student group also plays a major role in 
attacking and destroying public property in 
an attempt to free their leaders. 

Amongst all the dominant reactionary 
student parties, the Islami Jamiat Iblaba 
(IJT) is the most privileged, mainly because 
its parent organisation the Jama’at Islami 
has a number of members in parliament, 
and is the only party which openly supports, 
and has the complete blessing of, the presi¬ 
dent, General 7.ia-ul Haq. Thus the IJT is 
free to do as it pleases, wherever and 
whenever it pleases. However, lately the IJT 
has been forced to accept a rather unpleasant 
fact with the changing political situation in 
the country. Until very recently, the Jama’at 
Islami was amongst the dominant political 
parties in Karachi and had the support of 
the Mohajir community in the city. Recently, 
due to (he emergence of a ‘purer’ Mohajir 
political party, the Mohajir Qaumi Move¬ 
ment (M(jM), the Jama’at Islami along with 
some other Mohgjir-religious parties at the 
Karachi level, has lost some of its support. 
This loss in support has subsequently 
affected the IJT in Karachi who have had 


Table; Political Trends, Politicai Parties and Student Grouhs in Pakistan 


Province 

(Nation/Nationality) 

Dominant 

Political IVend 

Dominant 

Political Force 

Main Student 
Foree/Party 

Secondary 

Student Fbree/Party 

Sind 

(i) interior 

Sindhi Nationalism 

Jtye Sind Mahan (JSM) 

Jiye Sind Students Federa- 

Democratic Stuueni 

(li) Mohajir Sind 

Religious Pakistani Nation- 

(a right wing party) 

Jama'at Islami (JI) and 

(ion—student organisation 
of the JSM 

tslaami Jamiat TUIaba— 

Federation 

Numerous anti-IJT groups 

(Karachi, 

aUsrn. (A new trend of 

other ethno-religious 

student organisation of 

which are not united 

Hyderabad) 

Mohajir ‘Nationalism’ is 

Mohajir parties. All 

tb- Jl 


Punjab 

developing) 

Reaction. Also Pakistani 

extremely right wing 

Official Muslim League 

Islaami Jamiat lUlaba-, 


NVIFP 

Nationalism 

Pakhtoon Nationalism 

(OML) (the party in govern¬ 
ment today); other reaction¬ 
ary groups and parties 
Awami National Party 

Muslim Students Federa¬ 
tion—student organisation 
of the OML. 

Pakhtoon Student’s Federa- 

People’s Students Federation 

Baluchistan 

Baluch Nationalism. 

(ANP); Pakistan People’s 
Party (PPP). The ANP is 
left of centre while the 

PPP is right of centre 

Baluch Students Otgani- 

lion—student organisation 
ANP; Democratic Students 
Federation 

Baluch Students 

—student organisation 
of the PPP. Islaami Jamiat 
TUIaba 

Democratic Students 



sation (BSO); Pakistan 
National l^ty (PNP). Both 
are left of centre 

Organisation 

Federation 
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to adjust drastically to the new reality. This 
adjustment has forced them to use stronger 
tactics, as they have realised that they can 
only maintain their hold through terror. This 
increase in terror has been manifested in 
various forms in the educational institutions 
of Karachi and has also resulted in the 
emergence of a haid-Iinc leadership in the 
IJT in Karachi and the Punjab. 

What is most interesting is that the IJT 
has also had a setback in the Punjab, mainly 
dut to the squabbles and internal politics of 
the ruling party in the province. One faction 
of the ruling circles which is not particularly 
euphoric about General Zia has set-up a 
student group in the Punjab to counter the 
IJT. The Muslim Students’ Federation is the 
student front of the ruling Muslim League 
and has received a lot of backing—moral, 
financial atid military—from the ruling 
circles in the Punjab. This organisation has 
challenged the IJT quite successfully, and 
in the Punjab too the IJl' has been pushed 
on the defensive to which it has react^ quite 
viciously. Recently it destroyed a part of the 
Provincial Assembly building in Lahore and 
made an attack on the chambers of the chief 
minister of Punjab. 

The Islami Jamiat lUlaba must be given 
its due, for it is, without any doubt, the most 
well organised, most efficient student 
organisation in the country. (But, of course, 
so was Hitler’s Nazi Party.) The IJT has the 
largest membership in the country and has 
the most number of units spread all over the 
country. Thus, in a sense, the IJT is the only 
national, i e, Pakistani, student organisation 
in the country. Thanks to religion, and in 
particular, to the Islamisation facade of the 
last ten years, it has had a cover for its 
activities. It has also had access to a very 
wide range of Islamic Madrasas (religious 
schools) which have trained young boys who 
have all been potential IJT workers. In the 
name of Islam, they have been able to raise 
huge funds which have supported all their 
legal and not-so-legal activities. With its 
parent organisation, the Jama'at Islami 
being closely behind General Zia, the IJT 
has had a unique advantage unmatched by 
that enjoyed by any other organisation. 
However, it is the great faith and zeal and 
fervour of the IJT activists which is a major 
factor responsible for its dominance. The 
determination and efi'icicno' of IJT activists 
put many a communist workei lo shame. 

And where is the left in the students in 
the country? In Baluchistan for one there 
is no opposition to the nationalist leftist 
Baluch Students Organisation, which has 
ruled the educational institutions of the 
province for years. In the NWFP too, the 
Pakhtoon Students Federation, along with 
other groups, has become the leading force 
and the IJT has been pushed out of centre 
stage. The Democratic Students Federation 
(DSF) which claims to be the oldest student 
body in the country is probably the only 


organisation after the IJT whtch has a 
following in ail the four provinces. DSF has 
a very long and successfid history of student 
protest since 1947 and is a member of the 
International Union of Students. It supports 
the national democratic programme of the 
two National Democratic parties, the Awami 
National Party (ANP) and the Pakistan 
National Party (PNP). The DSF is one of 
the very few student organisations which has 
had its leaders arrested for ‘subversive’ 
(specifically, 'communist-type') activities. It 
is aio an organisajion with the cleanest 
record in terms of violence. The major 
problem with the DSF is that its leaders seem 
to be more interested and aware of national 
and international politics and have little 
knowledge of what is happening in their 
constituencies, i e, students. For this reason, 
they have failed to build a mass base 
amongst students. 

The most obvious problem of the left in 
student politics is a reflection of the left in 
national politics. Numerous left groups exist 
in Pakistan and they devote most of their 
energy to fighting each other. The students 
affiliated with these parties do the same on 
the campuses. One group supports China, 
another Russia, a third looks for a ‘third 
way’. One student organisation preaches 
national democracy, another people’s 


democracy and so on. If they were to forget 
their differences and form local level 
alliances in colleges and universities to 
confront the major reactionary student 
organisations, th^ would achieve a great 
deal. Fbr example, the DSF although having 
differences with the Baluch Student’s 
Organisation supports them in Baluchistan. 
In Karachi, the six or seven left groups can 
form an alliance to confront the IJT. They 
can do the same in Punjab. In NWFP the 
leftist students can strengthen their ranks 
imd agree on minimum programmes rather 
than fight one another. 

The lack of unity amongst students is not 
really their fault. With the parent organisia- 
tions being at daggers drawn at each other 
all the time, and with students taking theit 
‘line’ from above, it is the senior comrades 
who must face the entire blame AH the small 
marxist and leftist groups are fighting each 
other over issues that are absolutely 
irrelevant in the present stage of the struggle. 
Unless they forget these differences and sit 
together, one cannot expect the students to 
stick together and fight right reaction either. 
And quite clearly, the unity of the left goes 
much, much, further than the unity amongst 
students. It should be the most important 
item on the agenda of all the so-called left 
parties in the country. 
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Surplus, Accumulation and Growtli 

K R Ranadive 

History of economic thought has been marked by both continuity and change. Insofar as economics as a discipline 
is not concerned with an undifferentiated and unhistorical reality, change is to be expected. It is the continuity- 
change combination which is a matter of interest and is indicative of the fact that the core of bourgeois thought 
is essentially ahistoric. The intermeshing of continuity and change in varying proportions has often had a 
retrogressive effect and the so-called ‘revolutions’ in economic theory have been followed by 'counter-revolutions’ 
at the level of both thought and practice. 

The recent work of Roemer presents the continuity-change combination in a peculiar form. His reliance on 
the tools of ‘rational choice models’ while seeking to develop a general theory of exploitation (and class) gives 
us Marx not only without labour theory of value but also without history. Roemer’s work has already called 
forth a number of critical comments. His work would, however, warrant another type of response—a fresh 'look- 
back' not only at Marx but also at the classical economists. Though provoked by Roemer’s work, the present 
paper is not concerned with his model. It is designed to reappraise the relevance of classical political economy 
for the contemporary problems of the developing economies. 


The un- and anti-historicaJ core of bourgeois 

thought appears in its most glaring form 

when we consider the problem of the present 

as a historical problem —C Lukacs 

OLD habits die hard. History of economic 
thought provides many instances to illustrate 
this homely truth. Continuity and change 
in the development of economic thought has 
often been emphasi.sed. Change per se 
should hardly be a matter of surprise. 
Economics as a discipline is not concerned 
with an undifferentiated and unhistorical 
reality. To the extent that economic activity 
takes place in specific socio-historical set¬ 
ting and economic phenomena are subject 
to change over time, concepts and theorems 
purpotting to be of universal validity are 
necessarily ruled out. Engel’s statement 
that “Political Economy is... essentially a 
historical science [and] cannot be the .same 
for all countries and for ail historical 
epochs" finds its echo in Keynes’ comments 
on Hariod's cs.say on the nature and scope 
of economics.' 

It is not change as such, therefore, but 
continuity and change together which is a 
matter ol interest. There are two dimensions 
of the continuity and change combination 
which deserve particular attention. Firstly, 
those who initiate change may also play a 
lole in ensuring continuity as those who 
incorporate change in the existing structure. 
They may, in fact, play down the fact of 
change and change may not even be pro¬ 
gressive. Secondly, the intermeshing of con¬ 
tinuity and change in varying proportions 
produces at best uneasy alliances and at 
worst ‘unholy’ syntheses. At the level of 
thought these may fail to meet the strict 
eriteiia of pure theory which requires that 
every concept should be clearly defined and 
the various concepts which are welded 
together into a structure should be logically 
consistent with one another. On the other 
hand, eclecticism in theory often implies ad 
holism in practice. 

Alfred Marshall ami John Maynard 
Keynes present an interesting contrast in this 
respect. If Marshall played down the fact of 
change he had initiated, Keynes emphasised 
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the novelty of his contribution, distancing 
himself sharply from his predecessors. In 
fact, Marshal deviated sharply from the 
classical theory when he elaborated Mill’s 
theory of demand into a full-fledged theory 
of relative prices based on the marginal prin¬ 
ciple and abandoned the concept of surplus 
as a source of accumulation. His use of an 
aggregate production function^ which has 
ensured respectable pedigree for the contem¬ 
porary neo-classical growth theones, implied 
that the rich insights provided by the clas¬ 
sical theory for underetanding the accumula¬ 
tion process under capitalism were lost. Yet 
he emphasised the e$.sential continuity of his 
theory with the Ricardian 4octrine on the 
basis of a questionable interpretation of 
Ricardo’s value theory.’ 

On the other hand, the mainstream 
economics has, of course, never been the 
same since Keynes’ “General Theory”. Yet 
the Keynesian revolution has not only been 
an ‘unfinished revolution’ but has, in fact, 
been followed by ‘counter-revolution’ at the 
level of both thought and practice much to 
the dismay of those who could claim the 
closest affinity to Keynes’ teaching. As 
equilibrium analysis (which Keynes sought 
to unseat) reasserted itself and the Keynesian 
policy for a high and stable level of employ¬ 
ment began to flounder, it was obvious that 
the Keynesian revolution had spent itself. If 
the retreat at the level of thought saddened 
Joan Robinson,^ the emergence of 
‘monetarism’ in the context of subsequent 
stagflation (which Keynes* economics can¬ 
not cope with) angered Kaldor so much as 
to make him call it ‘a visitation of evil 
spirits’.’ 

What needs to be recognised is .that the 
seeds of ‘counter-revolution’ were already 
there in Keynes’ own theory. Keynes had not 
‘[escaped] from habitual mode of thought’, 
in spite of his long struggle to do so. He 
remained a Marshallian in his treatme'nt of 
price-theoretic issues, definition of, short 
period, concept of thriftiness cast in per¬ 
sonal rather than corporate terms and above 
all in his method of analysing dynamic 
economic process with a comparative static 
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apparatus. It is interesting to note that 
Hicks’ famous IS-LM diagram (presented in 
his 1937 paper ‘Mr Keynes and the Classics’, 
which has provided the basis for ‘grand neo¬ 
classical synthesis’ and which has been 
regarded by many Keynesians as an element 
of ‘bastard Keynesianism’, was not rejected 
by Keynes.* Kaldor himself recognises 
Keynes’ role in the revival of ‘monetarism’ 
insofar as he treated money as an exogenous 
constant in his liquidity preference function. 
For someone who rejected money as a veil 
and set out to develop a monetary theory 
of production, this ‘unwitting contribu¬ 
tion—as Kaldor chooses to call it—no less 
than the use of comparative static approach 
reflects Keynes’ own failure to free himself 
completely from 'classical orthodoxy’. 

The continuity-change combination 
presents itself in a peculiar form in Roemer’t 
recent work’ which seeks to develop a 
model to deal with exploitation in all modes 
of production. Roemcr's basic objective in 
developing such a general theory of exploita¬ 
tion (and class) is to lay the foundation 
for an analysis of 'he laws of motion of 
socialism. He also, however, seeks “to 
provide microfoundations for behaviour 
which Marxists think are characteristic of 
capitalism”. Yet the tools he uses for this 
purpose are the tools of ‘rational choice 
models’: general equilibrium theory, game 
theory and the various modelling techniques 
developed by neo-classical economics. In 
fact, in his general theory of exploitation, 
‘Marxian exploitation’ and neo-classical 
exploitation’ are shown to be special cases 
of exploitation in general resulting from an 
unequal distribution of property rights! 

Roemer’s work cannot be regarded as 
’grand synthesis’ of neo-classical theory 
and Marxian economics. As a ‘concerned 
Marxist’ Roemer himself differentiates 
‘rational choice Marxism’ from neo-classical 
economics.* Yht his use of tools of ‘rational 
choice models’ results in a system which 
has only superficial resemblance to the one 
Marx developed. He rejects labour theory 
of value and challenges the centraUty of 
labour process in the genesis of exploita- 
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tion.’ He maintains that accumulation is a 
‘technical fact* not related uniquely to labour 
exploitation while class struggle can be 
explained only in terms of ‘a labour theory 
of exploitation’.'*’ 

Roemer's model gives us Marx not only 
without labour theory of value but also 
without history. By its very nature it leaves 
out the problems of transition and change. 
Initial endowments of the participants in 
economic activity being assumed as given, 
‘primitive accumulation’ is not a problem. 
In fact, Roemer regards it as a topic for a 
historian." On the other hand, the 
phenomenon of change has naturally no 
place in a ‘timeless’ model. Of course, 
Roemer himself is optimistic that while the 
modelling of relatively simple problems is 
all that is possible in the present state of our 
knowledge, this would help the future 
generations of social scientists to build fully 
dynamic models of an economy. 

Roemer’s work raises many issues of 
substance and method. His approach reflects 
both the present-day compartmentalisation 
of social sciences and the dominance of 
natural science paradigm in economics. The 
postulational nature of economic theory 
involves reliance .on simplifying assumptions 
which are never quite tiue. Yet the axiomatic 
theory which today holds sway in economics 
because of its rich deductive potential relies 
on such drastically simplifying assumptions 
as rob it of ‘predictive’ power. It cannot 
explain how economic forces operate— 
except in a purely logical sense—and 
therefore cannot serve as a basis for predic¬ 
ting the likely consequences of economic 
changes, whether induced by exogenous fac¬ 
tors or policy variables.” 

Its treatment of time as a logical category 
which is used to define the magnitudes of 
the relevant variables is inadequate to pro¬ 
vide truly dynamic analysis because irrever¬ 
sibility of time, which is its most crucial 
characteristic, is left out. Historical time has, 
of course, much wider implications for Marx 
or for that matter for Schumpeter. But even 
within a much narrower perspective, neo¬ 
classical theory has to be written off as 
sterile. 

The question of logic and internal co¬ 
herence of neo-classical theory has been a 
matter of intense debate since Joan Robinson 
questioned the neo-classical concept of 
‘capital’ as a ‘factor of production’ and 
initiated ‘capital controversy’ more than 
thirty years ago. The ‘reswitching debate’ 
following Sraffa’s “Production of Com¬ 
modities by Means of Commodities’’ 
showed that many of the propositions of 
neo-classical theory are not logically tenable. 
This has not, however, deterred a section of 
the profession—by no means insubstamial— 
from going on along the same old route. 
Even if we were not to attribute any ideolo¬ 
gical bias to those who have remain^ unper¬ 
turbed and interpret their attitude as merely 


implying that for them economic theory is 
science in the sense of tooled knowledge, a 
basic question still remains.'^ How ade¬ 
quate is such a concept? It is interesting to 
recall that Schumpeter subscribed to the 
concept of science as tooled knowledge. His 
admiration for Walras stemmed from his 
identification of scientific progress with 
perfecting of a technical apparatus. Yet he 
himself relied on the method of ‘reasoned 
history’ because he held the view that “the 
subject matter of economics is essentially a 
unique process in historic time". 

The natural science paradigm is also 
not easy to be reconciled with implicit 
acceptance on the pan of the majority of 
economists—neo-classical economists not 
excluded'^—of economics as a policy 
science The current dissatisfaction ii\ the 
profession which stems from the bankruptcy 
of economy theory in the face of the present- 
day problems bears testimony to this fact. 
Roemer himself does not seem to regard his 
work as a pure logical construct. He asserts 
that “as Marxists, we look at history and see 
poor workers fighting rich capitalists. To 
explain this, or to justify it, or to dinci it 
and provide it with ideological ammunition, 
we construct a theory of exploitation.. 

Linking of class struggle with exploitation 
by itself seems, however, to be inadequate 
when looked at from the viewpoint of 
Marx’s analysis. Even within the narrow 
confines of the functional and dynamic logic 
of capitalist process, Marx’s ‘relational’ 
view'* would require the problem of class 
struggle to be posed within th: context of 
the exploitation (surplus)—accumulation- 
growth configuration. Roemer hinr.self con¬ 
cedes that “all questions of interest <n 
Marxism [cannot] be attacked” with the 
tools he uses.” It would seem that 
Roemer’s general theory of exploitation 
cannot handle some of the most basic ques¬ 
tions of interest in Marxism. 

Roemer’s work has already called forth a 
number of critical comments.'* His concept 
of class, rejection of labour theory of value, 
use of general equilibrium theory have 
figured prominently in these critical reviews 
of his work. Roemer’s work would also, 
however, warrant another tjpe of response— 
a fresh ‘look back’ not only at Marx but also 
at classical economists, in the context of the 
process of social transformation which is 
under way in the underdeveloped countries, 
Marx has, of course, a rich fare to offer. But 
in terms of concepts and insights, there is 
also a lot to be learnt from the classical 
economists’ vision of the growth process, 
although they themsbives failed to concep¬ 
tualise it. 

The present paper, although provoked by 
Roemer’s work, is not concerned with 
Roemer’s model as such but is designed to 
reappraise the relevance of classical political 
economy for the contemporary problems of 
the developing countries. For this purpose 


I have ‘resurrected’ two of my unpublished 
papers presented at two different seminars.'* 
While one of them is more than seven years 
old, 1 do not feel any apology is called for 
on that score. This is because there is not 
much risk of obsolescence in respect of 
discussion of theoretical issues and secondly 
when old issues crop up in a new garb, a 
fresh response becomes necessary. In any 
case the use of the word ‘resurrected’ is 
intentional. Not only have the papers been 
revised, overlap eliminated, but certain sec¬ 
tions have also been deleted because they are 
not germane to the theme of the paper. The 
paper is divided into two parts: dte first deals 
with ‘classical economists’ in Marx’s sense 
of the term and the second with Marx. 

I 

In the interest of getting the thrust of the 
paper in a sharp focus, it may be useful to 
make explicit two basic concepts which 
underlie it. This would seem to be necessary 
because as John Hicks was compelled to 
ruefully admit at the end of the 1973 Con¬ 
ference of the International Economic 
Association, “economists are at present not 
in a good state to discuss centrid istues”.^* 
Central issues are lost sight of because with 
economics becoming 'an expanding universe^ 
economists are ‘shooting off on their own 
paths’ and are unable to keep track of even 
their closest neighbours. Yet it is precisely 
these central issues which are at the root of 
both the prevailing disquiet about the cur¬ 
rently dominant paradigm of economic 
analysis and the revival of interest in classical 
political economy. The two basic concepts 
underlying this papter have a bearing on 
these central issues and can, therefore, 
usefully serve as a starting point. 

KNOWLhDGE FOR WHAT? 

A case for disinterested pursuit of know¬ 
ledge for its own sake is as strongly made 
as that for art for art’s sake While one can 
undoubtedly trace a common element in the 
two ca.scs, the former involves three complex 
issues which, though not independent, need 
to be clearly di.stinguished: (i) the question 
of the dominant influence upon the working 
range of ‘scientists', (ii) validity and relevance 
of a theory or a conceptual structure; and 
(iii) purpose of knowledge. 

Insofar as validity refers to the question 
of internal logic of a system of ideas, there 
is hardly any room for controversy. With 
science regarded as a living organism with 
a genesis and evolution, the term science has 
to be interpreted as referring to an activity 
as well as a body of knowledge. To the extent 
that sciened as an activity is ‘the most refined 
species of inquiry into matters of fact’, it 
must necessarily satisfy the criterion of 
internal consistency. TJie question of rele¬ 
vance, however, would seem to stand on a 
different footing. The generally-used 
criterion of relevance of a theory is its ability 
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to generate explanatory, testable hypotheses 
with respect to empirical reality. Not only 
does this open the larger question of ap¬ 
propriate criteria of verification but also 
leaves unsettled the question of the ap¬ 
propriateness of the particular abstraction 
on which the theory is based. The latter 
question cannot be answered without refe¬ 
rence to the problem to which the theory is 
intended to relate. The problem-oriented 
criterion of relevance automatically links the 
question of relevance to the wider question 
of the purpose of knowledge. 

“Man’s inner need to understand the 
world around [him| is as old as mankind’’. 
A scientist tnay concede that the subject of 
his study had ‘no relevance to the problems 
of mankind’ but maintain that it provided 
’intellectual satisfaction’.^' A disturbing 
note creeps in, however, when in social 
sciences spokesmen for ’pursuit of know¬ 
ledge for its own sake’ draw a glowing pic 
ture of the scholar-scientist prompted by 
’pure curiosity’ and ’the disinterested desire 
to know’. With him are identified the 
qualities of ’impersonal objectivity' and 
’aloofness from strife of rival values’ and 
concern with ’ultimate relevance' rather than 
’immediate relevance'. For instance, in a 
diatribe against the spurious consensus in 
contemporary development economics, 
Bauer bemoans the subordination of the 
pursuit of knowledge to the pursuit of 
political ends with reliance on unscientific, 
vlaue-loaded and politically oriented con¬ 
cepts and reasoning.^^ Bauer’s point about 
the need for examination and interpretation 
of evidence and testing of conclusions can 
be easily conceded. His critique i.s, however, 
vitiated by a spurious dichotomy he draws 
between thought and practice, whether 
‘refonnist’ or ’radical’. Science as concerned 
with issues of truth and falsity is contrasted 
with ‘meliorism’ associated with liberal 
movement with its imperfectly defined con¬ 
ception of improvement and reform. Marx¬ 
ism is regarded as ’an especially, powerful 
species of meliorism*.^^ On the ground that 
there is no necessary relationship between 
the desirable and the true, it is asserted that 
political and social thinkers’ concern With 
’practical affaiis’ puts pursuit of knowledge 
at a discount. 

It is intere.sting to know that Bauer rightly 
emphasises that economic development 
needs to be viewed as an aspect of the 
historical process of the development of 
societies. Yet he fails to see the evolution of 
’science’ and the dominance of liberal 
philosophy in social sciences as an aspect of 
the same historical process. This conforms 
to the generally-held view among both 
historians and scientists, with each group 
pursuing its own branch with only occa¬ 
sional attempts at correlating the two. Yet 
the organic view of society precludes one 
from seeing it as decomposable into inde¬ 
pendent parts. Between science and society 
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there is reciprocal interrelation and the 
sciences need to be seen as an integral part 
of general historical study of society.^"' 

Whatever the part ’pure curiosity’ and ‘the 
disinterested desire to know' may have 
played in natural sciences, economic thought 
has been influenced by the economic issues 
of the day, and in the development of 
economics as a positive discipliite, need for 
policy has played a significant role. There 
is no denying that economic thought has 
developed partly by its own inner 'dialectics' 
with hypothese and data engaged in a con¬ 
tinuous game of leapfrog. In this respect 
Stiglcr’s emphasis on ‘the set of internal 
values’ and pressures of the discipline as ‘the 
dominant influences upon the working range 
of economic theorists’ is perfectly justified. 
If the economic issues of the day present to 
the practising economists the 'puzzles' to 
work on, it is the ‘set of internal values' 
which influences the techniques of analysis 
they use. Yet Stigler’s grudging concession 
to ‘original environmental stimulus' to ‘a 
particular analytical development’ is woe¬ 
fully inadequate It leaves out the 'original 
environmental stimulus' to the gene.sis of 
economics as a ‘science’ which ha.s continued 
to influence the present-day economists. 

DtvEU)HMt;Ni OF Economic though i 
AS AN ASF’f C I of HISTORICAI EROCISS 

Unless the development of economics as 
a science is seen as an aspect of the historical 
process of development, it would be difricull 
to understand the current 'crisis state’ in 
bourgeois economic thought. The 'crisis 
state' has two aspects: disquiet about the 
imbalance between progress in technical 
apparatus and economists’ capacity to 
diagno.se and prescribe for the problems 
of the day and the internal division in 
bourgeois economic thought at the formal 
level. If the former reflects economists’ con¬ 
cern with practical problems, the latter 
indicates the growing awareness of the in¬ 
adequacy of the currently dominant para¬ 
digm of economic analysis in the context of 
the contradictions of the market economy 
which are surfacing to social awareness. 

The picture of the apparent chaos of com¬ 
petition transmuted into an orderly system 
of economic co-operation by means of 
which the community’s needs are met and 
its wealth increased, which Adam Smith 
handed down to the later economists, needs 
to be viewed against the backdrop of a 
complex historical process. Elsewhere I 
have argued that the “Wealth of Nations’’ 
reflects the period of transition—the old 
order was breaking up, the new order based 
on fully developed capitalist relations was 
yet to take shape—and tried to trace the 
various elements of the socio-historically- 
conditioned ‘world-view’ which has shaped 
its central theme of capital accumulation 
and growth.^’ In the context of the 
sharpening of the conflict of interests as the 


upcoming bourgeoisie sought freedom from 
the feudal institutions and ‘mercantalist’ 
policies. Smith foresaw the potential for 
development of productive forces in the 
new socio-economic relations which were 
developing and recognised the need to throw 
off the crippling fetters of the feudal society 
if this were to be possible. 

Smith, of course, was not the only 
economist to become aware of profit on 
capital as a general category of class income 
which accrued to those who used ‘stock’ in 
the employment of wage-labour and which 
was qualitatively distinct from both the rent 
of land and the wages of labour. But he ap¬ 
preciated its enormous significance much 
more than any of his contemporaries. Even 
more important was his emphasis on profit 
as a ‘neat’ or ‘clear’ surplus out of which 
new capital could be accumulated.^'' If 
citing the origin of surplus in the sphere of 
production rather than in the sphere of 
exchange provided the basis for the analysis 
of the proce.ss of production, the size and 
the distribution of surplus provided the 
key variables for analysing the process of 
accumulation. 

The reason why Marx . regarded the 
Physiocrats as ‘the true fathers of modern 
political economy’, in spite of the contradic¬ 
tions ill their system, is their ‘analysis of 
capital within the bourgeois hori/on'.’^ 
Both Quesnay and Smith considered the 
fundamental economic problem to be that 
of the nature and causes of wealth of 
nations. Yet the profound difference between 
the two and their respective schools in regard 
to the form taken by social surplus was not 
just accidental. The 'feudal shell’ of the 
physiocratic sy.stcm and its ‘bourgeois 
essence’, as indicated by ihe assumptions of 
the Physiocrats that the surplus took the 
form of land rent and land rent was the only 
income in the nature of surplus needs to be 
understood in the context of the specific 
features of the ancient regime in Franca. 

Unlike the Britain, the agrarian structure 
in France was characterised by the existence 
of a very large number of small peasant pro¬ 
prietors. The French peasants h^ succe^ed 
in gaining the essentials of freehold control 
over land unlike their English counterparts 
and were able to retain them over a long 
period because strong peasant property 
suile4 the needs of the centralised state as 
an independent extractor of the surplus. The 
‘small-scale capital-starved, subsistence far¬ 
ming’ was heavily burdened not only by 
seigneurial dues and tiths but even more by 
taxes imposed by the crown. 

On the other hand, there were restrictions 
on internal and external trade in agricultural 
production which, according to the Physio¬ 
crats. made the price of com ’low’ and 
thereby adversely affected investment in 
agriculture and the magnitude of net pro¬ 
duct. The continuing strength of peasant 
holdings was thus proving a fetter on 
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agrarian transformation. At the same tinte, 
gains from foreign trade were not of much 
importance in France unlike in Britain and 
‘French mercantilism was to a large extent 
a financial mercantilism*. As a result, it was 
natural that the importance of positive 
‘surplus' yielded in production, in contrast 
to relative ‘surplus‘ yielded in foreign trade, 
should have been more easily recognised and 
production could become the focus of 
analysis when capitalist order was just 
emerging from the feudal society.^* 

If the changing economic and social con 
ditions tended to provoke a similar, though 
not the same, intellectual reaction, the con¬ 
cepts and methods which the Physiocrats 
and Adam Smith used reflected the common 
influence of the prevailing philosophical 
tradition as well as the most prestigious con¬ 
temporary science. The analysis of the 
system of market exchange on the assump¬ 
tion that the system was subject to certain 
objective economic laws, which operated 
sufficiently independent of the will of indi¬ 
vidual men. reflected the influence of the 
Age of Reason. Underlying the analysis of 
the inner physiology of the society as a basis 
for understanding the shape and the move¬ 
ment of the social order as a whole was a 
‘materialist’ outlook .which, however had 
its ‘idealist’ overtone. The structure and 
development of human society were con¬ 
ceived to be essentially dependent upon the 
mode of subsistence but there was al.so the 
vM/(»n of a rational and free society based 
on the ethical background of the eighteenth 
century which was Platonic, Aristotelian and 
Stoic. Economic individualism and political 
demociacy were two inseparably connected 
aspects of the same vision of m free society. 
If economic individualism and freedom of 
the market were expected to prevent con¬ 
centration of economic power, political 
democracy was expected to eliminate the 
possibility of the state buttressing the vested 
interests. 

The writers of the Enlightenment did 
not draw a sharp distinction between philo- 
.sophy and science. For instance, Newton’s 
“System of the World” was Adam Smith’s 
ideal in two ways: on the one hand, it 
indicated the possibility of developing a 
‘system’ or a ‘theory’ in the form of em¬ 
pirical generali.sations—the Newtonian 
method which Jevons called ‘inverse deduc¬ 
tion’; on the other, it represented the religion 
of the Enlightenment. The concept of ‘fair 
play’ in the Stoic tradition, aesthetic delight 
in the perfect system (Smith constantly talks 
of the ‘beauty’ of society as a ‘well-contrived 
machine’) derived (along with rationalism) 
from Platonism were as much a part of the 
vision of the founding fathers of political 
economy as the concept of an evolving 
society. At the same time there, was the 
belief that "society... developed blindly”. 
Changes were regarded as "the result of 


human action but not the execution of any 
human design”.^* 

The Essence of Classical Poluical 
Economy 

The fact that classical political economy 
was developed in response to specific pro¬ 
blems of capitalist production still in its 
infancy has two implications. Its essence 
cannot be determine except by viewing it 
in the specific historical context in which it 
was developed. At the same time, it is oniy 
by sifting the permanent from the ephemeral, 
i e, by disentangling its essence from its 
historical context, that we can cull the rich 
insights it provides for understanding the 
process of accumulation and growth. 

As a first step we must define clearly 
the contours of classical political economy. 
Following Marx, the term classical econo¬ 
mists is used to include economists from 
Petty to Ricardo in Britain and from 
Boisguillebert to Sismondi in France but 
extended to include Marx himself, lest this 
should provoke a hostile reaction, even 
if not as sharp as the one which Keynes' 
‘solecism—as he himself called it—in his 
suggestive definition of classical economists, 
a clarification is called for. Marx's inclusion 
in the category of classical political econo¬ 
mists does not imply that Marx is considered 
an economist, as he is in many quarters. To 
treat Marx as an economist or a sociologist— 
an interpretation which is fairly widespread 
in Germany and Austria—or a philosopher 
involves arbitrary mutilation of Marx's 
thought. Just as “Marx is not a sociologist, 
but there is a sociology in Marx”.’* Marx 
is not an economist but there is economics 
in Marx. Even “Capital” is not a treatise 
on political economy, though there is an 
economic theory in it. More on this later in 
part two. 

Of course, we focus our attention not on 
the individual classical economists (in 
Marx’s sense of the term) but on the con¬ 
ceptual structure for economic analysis 
which they developed. It is also not concep¬ 
tual structure by itself but as linked with the 
basic problem to which it was addressed that 
is crucial for our purpose. As our interest 
is in the insights of the classical economists 
in the growth process we also need to ignore 
many ephemeral aspects of their theorising. 

For instance, the fact that the PlSysiocraiic 
system was ‘a bourgeois reproduction of the 
feudal system’.” and “not only.. .did the 
Physiocrats not foresee that manufacture 
would become ‘productive’ but... they did 
not want it to become productive”’* is 
irrelevant to us. Similarly the fact that 
Ricardo denied the possibility of deficiency 
of demand, even though ‘Say's Law’ was not 
‘a basic premise' of the Ricardian system, 
need not be relevant. That in the Ricardo- 
Malthus controversy over ‘gluts' Malthus 
wrote on behalf of the landlords and the ‘un¬ 
productive consumers' is not as relevant as 


the fact of the possibility of underconsump¬ 
tion and the need for its analysis. Sismondi 
was no apologist for the ‘unproductive con¬ 
sumers' of his day and wrote on behalf of 
the proletariat. Yet Marx and Engels charac¬ 
terised Ins teaching as ‘reactionary and 
utopian' because its basic message was 
backward-looking; corpoiaic yuikK lor 
manufacturers; patriarchal relanons in 
agriculture.” 

The classical political economy was ‘con¬ 
ditioned by’ the socio-economic structure of 
its period and its problem. For the classical 
economists the basic economic problem was 
not how to make the best of .scarcity but how 
to secure an abundance of commodities. For 
the Physiocrats the aim of political economy 
was to secure ‘the greatest degree of pros¬ 
perity possible for the society’ just as for 
Adam Smith it was ‘to enrich both people 
and the sovereign' and for Ricardo to secure 
‘an abundance of commodities’.’^ This 
specific formulation of the basic economic 
problem implied emphasis on creation of 
wealth, conceived of not as a stock of money 
but as a flow of goods. Theories and policy 
prescriptions revolved as a result around a 
single central problem of growth—ipowth of 
real income. Emphasis was, however, not on 
the adjustment of the economy to the growth 
process but on how such a process could be 
generated and sustained. This explains the 
emphasis in the writings of the classical 
economists on the accumulation of capital. 
What is even more crucial to note is that 
common to all of them is the recognition of 
the o.igin of social surplus (which is the 
source of accumulation) in the sphere of 
production rather than in the sphere on 
exchange. 

In studying the problem of accumulation, 
which was the basic theme which inspired 
them, the classical economists relied on thdr 
conception of economic life in the form of 
a circular flow. This revealed not only the 
interdependence between production and 
consumption in any economic period but 
also how the action and interaaion between 
the two became the basis for a repetition of 
the process in the same general form in the 
next.” The interdependence between pro¬ 
duction and consumption, best represented 
by means of a circuit P—C„—P, where ‘P’’ 
represents production and ‘C^’ necessary 
consumption consisting of personal con¬ 
sumption of the producers and the produc¬ 
tive consumption of the means of produc¬ 
tion is the most basic statement of the fun¬ 
damental law of social reproduction. 

I'he priH'css of material production is 
common Icaturc of all stKietics, i e, the 
category niaicritil production and the related 
ones of consumption and distribution are 
ahistorical because they apply to all. 
societies.’* The difference between 
‘necessary labour’ and ‘surplus labour’ im-,. 
plicit in the law of social reproduction is 
also, therefore, relevant in all societies. To 
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know flow the law actually operates, i e, the 
mode of generation of ‘surplus' of total 
output over the ‘necessary* consumption re¬ 
quirements, different societies need to be dif¬ 
ferentiated fully according to tlieir institu¬ 
tional features. 

This is precisely what the pcispectivc of 
the classical economists underlying their 
conceptual structure implied. If the period- 
analytic approach of the classical economics 
implied that capital accumulation is prior 
to production and production is prior to 
exchange, the perspective implied that distri¬ 
bution is in a crucial sense prior to exchange 
While implicit in the basic classical model 
is the analysis of production process, implicit 
in emphasis on 'conditions of production’ 
is reference to specific institutional structure 
including property relations in which distri¬ 
bution is rooted. This does not, of course, 
imply that the task of specifying the institu¬ 
tional structure of society was satisfactorily 
performed. For instance, Ricardo’s failure to 
link the nature and origin of profit to his 
theory of value—more on this later—has to 
be attributed essentially to his failure to 
distinguish capitalism from 'an exchange 
economy in general’ by ‘the exact specifica¬ 
tion its institutional datum’. Ricardo wrote 
with one foot in the pre-capitalist system of 
‘simple commodity production' where pro¬ 
duction is for use (consumption) and not for 
market (profit). 

While the classical economists shared a 
common conception of economic life in the 
form of circular flow, in their use of it for 
theorising' about the problem of accumula¬ 
tion there were interesting variations as a 
result of the facts and problems of their im¬ 
mediate environment. Firstly, there were dif¬ 
ferences among them in regard to the ques¬ 
tion of the notion of surplus. Secondly, there 
were differences in regard to the prrticular 
aspect of the ciruclar process which was em¬ 
phasised as determining the pattern of the 
process and the direction and extent of the 
changes in the level at which the process 
takes place. 

While the Physiocrats considered rent to 
be the only income in the nature of surplus, 
the classical economists regarded both rent 
and profit as constituting surplus. It is 
not so much that the Physiocrats did not 
recognise the existence of entrepreneurial 
profits but ‘profit’ was shown to be cither 
reducible to a sort of superior wage or 
regarded as the product of some sort of 
monopoly situation and therefore essentially 
temporary and as ‘paid out of land rent. In 
view of our earlier statement about the 
Wealth of Nations reflectiop the period of 
transition, it is not surpraing that with 
Smith profit is not a sen^ary and deri¬ 
vative category but it is d)^;not a primary 
and original category, i e, both profit and 
rent have equal status.^* By the time of 
Ricardo’s Principles, on the other hand, pro¬ 
fit came to be recognised as not just equally 
important as rent but primary and original. 
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The difference between the Physiocrats 
and Ricardo can be explained in terms of 
the facts and problems of their respective en¬ 
vironment. If the Physiocratic thought was 
developed in the context of a predominantly 
agricultural society, Ricardo wrote when 
the fact that "England’s resisting power 
depended upon the flourishing condition of 
her manufacture and upon the maintenance, 
undiminished, of industrial profit" was 
becoming “the veritable milieu of economic 
thought’’.-” Implicit in this was the assump¬ 
tion that profits constituted by far the most 
important .source of capital accumulation. 
In the context of the sharpening of the 
political struggle between landlords and 
capitalists, the question of the relationship 
between rent and profit was politically 
significant. 

Differences in regard to the second aspect 
were closely linked with those in regard to 
the fust. For the Physiocrats, the doctrine 
of the exclusive productivity of agriculture 
was the key factor—productivity in the sense 
of an inherent capacity to yield a disposable 
surplus over necessary cost. Two basic 
theoretical concepts in .Smith’s account of 
the problems relating to accumulation of 
capital are the notion of surplus in the dual 
form of rent and profit as the only possible 
source of accumulation and the distinction 
between productive and unproductive labom 
in terms of its contribution to surplus. The 
origin of surplus is sought in productivity 
of labour —what Marx was later to call 
‘general social labour’—and not specific kind 
of labour, i e, labour engaged in any .specific 
sphere of activity. For Ricardo, on the other 
hand, the key concept is the conditions of 
production of wage goods. 

If the evolution of economic thought from 
Quesnay to Ricardo is looked at in terms ot 
development of market exchange, one would 
be inclined to emphasise the shift from 
‘physical cost’ to labour theory of value. 
While surplus in agriculture could be 
visualised in physical terms (‘corn’ serving 
both as input and output), the introduction 
of manufacture made the problem more 
complex. A theory of value was needed 
which could distinguish between cost and 
surplus in both manufacture and agriculture. 
From the viewpoint of the conflict of interest 
between landlords and capitalists and there¬ 
fore between different/orms of property, it 
is more relevant, however, to consider this 
shift in terms of its bearing on the relation 
between rent and profit. 

Ricardo needed a theory of value in the 
context of his attempt to establish the deter- 
' mining influence of the rate of profit on 
capital—how prices of other commodities 
changed when the cost of corn increased in 
terms of labour. In view of the fact Ricardo's 
conceptual structure was geared to the pro¬ 
blem of two-way relationship between 
capital accumulation and profit, it would 
also be relevant to interpret the conditions 
of production of wage goods in terms of 


their implications for the quantum of pro¬ 
fit. The ‘difficulty of procuring food’ lowers 
the ratio of net revenue to gross revenue 
(wage effect) as well as the ratio of profits 
to net revenue (rent effect).'” Ricardo 
needed a theory of value to formulate 
general principles about the relation between 
rent, profit and wages. To understnd how 
gross revenue—a heterogeneous collection of 
commodities—is distributed between rent, 
profit and wages, it is necessary to explain 
the basis on which commodities exchange 
for one another. 

The Physiocrats took the existence of rent 
as such for granted and failed to explain 
fully how it emerged and persisted. The 
reason why Marx called the Physiocratic 
system ‘a bourgeois reproduction of the 
feudal system’ is that while landed property 
is shown as separated from labour and the 
landowner confronts the labourer as a 
capitalist, the labourer is shown to consume 
less use-value than the amount of use-value 
which he creates, the net product being 
simply a gift of nature, independent of social 
relations. 

Ricardo, on the other hand, rcgardetl rent 
as a deduction from profit.s -a dccliiction 
made possible only becaii.se natiiic has been 
niggardly in supplying fertile land. Ricardo’s 
primitive ‘agricultural’ thes*ry of profit was 
cs.sontially a surplus theory of profit. With 
wages treated as costs of producing output, 
rent and profits together constitute surplus 
(Physiocratic net product) Profits depend 
upon the difference between the product of 
‘labour’ at the ‘margin’ of cultivation and 
the ‘subsistence’ of that labour. Rent as the 
surplus produce of ‘intramarginal’ land is 
“in all cases a portion of the profits 
previously obtained on the land. It is never 
a new creation of value but always a part 
of a revenue already created:"*' 

Ricardo’s denial of absolute rent, in the 
•sense of rent which arises from the fact that 
capital is invested in agriculture rather than 
in manufacture and which is quite indepen¬ 
dent of differential rent or excess profits 
which are yielded by capital invested in better 
land (which Ricardo recognised), can be 
explained by delating it to his theory of value. 
If values (determined by labour time) and 
average prices of commodities are assumed 
to be equal, absolute rent is not possible; on 
the other hand, differential rent, which is 
due to the differential fertility of the various 
types of land, must correspond to the excess 
profits which, given the market price (equal 
to market value), will be made in every 
sphere of activity by that capitalist whose 
conditions of production are better than the 
average conditions for this particular sphere 
of activity.^^ 

The assumption that cost-price equal 
value is linked with the assumption of 
capitalist system and the presu;^)Osition that 
competition between capitals equalises the 
rate of profit mall spheres of activity. Thus 
the denial of absolute rent Implies that land- 
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ownership has been already modified by 
capitalist production. As we noted earlier, 
the Physiocrats failed to look forward and 
foresee that capiultst production would 
extend to spheres of activity other than 
agriculture; Ricardo, on the other hand, 
failed to look backwards and take account 
of the fact that “landedproperty exists and 
capitalist production starts its career on the 
presupposition of landed property, which is 
not its own creation but which was already 
there before it”. As Marx put it, ",. .capital 
can... subject agriculture to the conditions 
of capitalist production. But it cannot 
deprive landed property of its hold on that 
part of the agricultural product which 
capital could appropriate... not through its 
own action... but only on the assumption 
of the non-existence of landed property. 
Since landed property exists, capital must, 
however, leave the excess of values over cost- 
price to the landowner”,^’ Thus agriculture 
is not distinguished from industry by the 
existence of differential rents on land of 
varying fertility but by the fact that “those 
excess profits in agriculture become perma¬ 
nent fixtures, because here they rest on a 
natural basis.”*'* CJround rent is, therefore, 
not a capitalist category, it is ‘an historical 
category’ and private ownership of land is 
a necessary condition for'the existence of ab¬ 
solute rent 

If we seem to be overemphasising par¬ 
ticular concepts and categories which the 
classical economists evolved, it is intentional. 
The clas.sical economists’ rich insights in the 
process of accumulation under capitalism 
were reflected through these concepts and 
categories which were not, however, matched 
by a comparable articulation in a neat model 
in the present-day sense of the term. This 
is even true about Ricardo who used abstract 
method of sorting out in long chains of 
deductive reasoning the implications of 
hypothetical constructions. 

A few illustrations should suffice. Adam 
Smith was primarily concerned with il¬ 
luminating the manner in which accumula¬ 
tion and increase of wealth—in the sense of 
the size of the annual produce of labour— 
were related. Yet the Wealth of Nations fails 
to provide an integrated theoretical system 
which could ‘explain’ the various a.spects of 
the problem—factors determining produc¬ 
tivity of labour, sources of surplus, distribu¬ 
tion of surplus among the various classes 
that share in the revenue, etc—as an inter¬ 
related whole. In fact, there are a number 
of inconsistencies and contradictions. 

The ‘materialist’ outlook implied by the 
law of social reproduction was reflected in 
Smith’s discussion of the theory of value. 
While he attributed the exchange value of 
commodity to its being a product of social 
labour, he proposed simultaneously two dif¬ 
ferent bases for it. The labour-embodied 
explanation of exchange value is confined 
to the ‘^ly and rude state of society which 


precedes both the accumulation of stock and 
the appropriation of land”. It is abandoned 
in favour of labour-commanded explanation 
for an advanced community where stock is 
‘accumulated’ and land is ‘appropriated’. 
Ricardo's criticism against Smith for ap¬ 
parently contusing ‘the value of labour’, 
i e, wages paid, with the quantity of laboui 
required to produce a commodity was logi¬ 
cally valid. Without knowing the exchange 
rate between a commodity and labour, it is 
not possible to know the quantity of labour 
which that commodity can command and 
to assume it in the valuation procedure 
naturally involves circular reasoning. Besides 
to the extent that Smith, like Ricardo later, 
was looking for an ‘invariable’ measure in 
terms of which values of commodities and 
changes in them could be measured, money 
being obviously unsuitable for this purpo.se, 
labour-commanded poses a problem. Wages 
as a measure is a.s much an unstable stan¬ 
dard as corn oi silver, being itself an 
‘exchange value of labour’. 

Of cciursc, in a capitalist economy exchange 
between two commodities and between com¬ 
modity and labour are qualitatively dif¬ 
ferent. With commodity taking on the 
character of capital, what is involved is 
exchange between capital and labour, i c, in 
reality between capital and labour-power 
because laboui itself as activity is ‘substance’ 
of value and not a commodity. In a sense. 
Smith anticipated what Marx later em¬ 
phasised, viz, labour-power itself as a com¬ 
modity its price being ‘subject’ to labour 
theory. Not that he realised the full signi¬ 
ficance of 11.*^ In fact, in his discussion of 
natural and market prices of commodities 
Smith claimed that wages, profit and rent 
are the three original sources of all revenue, 
as well as of all exchangeable value! Thus 
‘natural price’ as composed of wages, pro¬ 
fits and rent, paid at their ‘natural rates’, 
gives a Cost of Production Theory. 

As far as distribution li concerned. 
Smith’s concept of average wage—‘the 
natural price of wages’ as he calls it—implies 
wages as material means of sustaining the 
worker. On the other hand, ‘deduction’ 
theory of profits for an advanced com¬ 
munity where land is appropriated and stock 
is accumulated implies that profits are a part 
of the surplus value created by labour. At 
the same time wages are also regarded as 
compensation for the 'toil and trouble’ and 
capitalist’ ‘interest’ and ‘willingness’ to ad¬ 
vance stock is mentioned in connection with 
profits. Smith had very little to say about 
‘what determines the proportions in which 
the produce is divided' and what he has to 
say not only relates to agricultural produce 
but is contradictory. 

In contrast with Adam Smith, Ricardo 
himself emphasised the relations between the 
different components of his structure.*^ His 
conceptual structure, as we noted earlier, was 
geared to the problem of the two-way rela¬ 


tionship betweeti capital accumulation and 
profits. While he attached great significance 
to the problem of value, the theory of value 
was important because of its implications 
for distribution.** Ricardo was more in¬ 
terested in finding an ‘invariable standard’ 
in terms of which all prices could be 
measured rather than in finding "why 
two commodities produced by the same 
quantities of labour are not of the same 
exchangeable value”. 

Yet Ricardo never succeeded in establi¬ 
shing nature and origin of proflt in relation 
to a theory of value because he failed to 
distinguish capitalism ftom ‘an exchange 
economy in general’. Ricardo’s failure to 
perceive the difference between labour and 
labour-power implied that the crucial dif¬ 
ference between 'necessary labour’ and 
‘surplus labour’ (which was. in fact, implicit 
in his difference between ‘production and 
consumption necessary for that production’) 
was Used neither for proving the relationship 
between profit and ‘conditions of produc¬ 
tion of wage goods’ nor for depicting the 
mode of operation of a capitalist system.*** 
On the other hand, it led him to look for 
an ‘invariable measure of value' on the 
gratuitous assumption that a standard of 
value must itself have value. While labour- 
power as a commodity has value, labour 
it.self, as an activity, has no value in itself.*® 

It was the same failure to provide ‘the 
exact specification of [the] institutional 
datum’ of capitalist system that was respon¬ 
sible for Ricardo’s denial of the possibility 
of deficiency of demand. While Ricardo’s 
denial of absolute rent implied assumption 
of capitalist system, Ricardo wrote with one 
foot in the precapitalist system of 'simple 
commodity production’ insofar as he impli¬ 
citly assumed that production was for per¬ 
sonal consumption. The whole discussion of 
‘gluts’ was conducted almost in ‘real’ terms 
on the assumption that money did not 
matter and emphasis was on equilibrium 
differences between definitional values and 
empirical prices. As a result the dis¬ 
equilibrium inherent in a system in which 
consumption is not the ultimate objective, 
money is not only a medium of exchange 
and in which there is also no conscious regu¬ 
lation of production, was not emphasised. 

Ricardo’s failure to specify fully the insti¬ 
tutional datum of capitalist society implies 
that his conceptual structure was in one 
sense too general. In another sense it was 
not, however, comprehensive enough. Re¬ 
production of a society involves more than 
merely economic relations as we will discuss 
in part II. Underlying Ricardo’s treatment 
of economic process as an ‘isolated system’ 
is his ‘idealist’ notion of society. Of course, 
it is not surprising that Ricardo missed these 
dimensions. As Schumpeter observed, 
Ricardo had neither “insight into the motive 
power of the social process (nor] historical 
sense... He had not an inadequate socio- 
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logy but none at all [and] his busy and 
positive mind bad no philosophy at all”.’’ 
He was inspired by the Wealth of Nations 
from which he derived his tools through 
‘creative criticism*. 

By Way or Insightc 

What does classical political economy 
have to offer by way of insights in the 
process of accumulation and growth? Adam 
Smith can be legitimately credited for having 
put economic development on the agenda 
for study by the social scientists. Smith was 
a ‘progressist’ to use Pareto’s term but 
without progress implying the present>day 
narrow concept of economic growth. This 
is true even though his economic ‘subsystem’ 
in the “Wealth of Nations” is concerned 
with the size and growth of annual produce 
of labour. For Smith himself his work was 
not primarily economic but social. Of 
course, Smith's concept of ‘individual in 
society’ makes his concept of man as well 
as of society ^historical. Smith denies that 
man is a priori a ‘social’ being and a ‘moral’ 
person, but .stresses man’s essentially social 
nature. Smith’s ‘individual’ is socially 
neither atomistic as in neo¬ 
classical theory nor socially conditioned as 
for Marx. With the concept of a socially 
motivated individual, learning from social 
experience and guided by internalised social 
conscience, the difficulties faced by the 
Benthamites in passing from individual to 
society (say, in the context of utility) do not 
arise for Smith. Smith’s concept of society- 
better classified as one in many and many 
in one—is philosophical rather than socio¬ 
logical and therefore ahistorical. 

At the same time. Smith shared with the 
other members of the Scottish Historical 
School his interest in the study of the 
‘natural history’ of society. In the “Glasgow 
Lectures’’ Smith treats history as a sequence 
of epochs and identifies hunting, pasturage 
agriculture and commerce as four main 
stages through which various societies have 
passed. Each is defined in terms of ‘mode 
of subsistence’ with ‘inequality of fortune’ 
owing to the institutions of private property 
and government to defend it developing in 
the second stage. Thus the causal connec¬ 
tion between ‘mode of subsistence’ and pro¬ 
perty relationship on the one hand, and the 
juridical and political system, on the other, 
is pointed out. The transition from one 
stage to another is also traced to changing 
economic conditions. Yet this ‘materialist 
conception of history’ does not lead to more 
explicit analysis of the nature of conflict, 
although ubiquity of conflict is recognised. 
Smith emphasises the gradual and con¬ 
tinuous character of social development and 
there is a hope or a belief in future growth 
and social improvement through the ‘slow 
influence and unfolding of reason’ over 
historical time. Smith had a philosophy of 
history rather than a theory of society and 


m tus ‘optimistic quietism’ there is ‘the desire 
for better men’ rather than for economic 
growth.” 

The economic ‘subsystem’ in the “Wealth 
of Nations’’ concentrates on the essential 
nature of economic life—physical process in 
which commodities are annutdiy produced 
and consumed. Not only is production 
treated as consisting of transformation of 
natural resources into physuMl products but 
satisfaction is also thought of primarily in 
terms of physical properties of commodities 
or their ‘value-in-us^. With society treated 
as the ultimate unit, the level of average 
output, together with its growth, was Smith’s 
main concern. The implicit model in the 
Wealth of Nations, which Ricardo later 
articulated, was thus essentially one of 
reproduction (simple and expanded) and 
viability and the theory of natural prices 
wa.s a derivative from the theory of 
reproduction.*’ 

Characterisation of Adam Smith as ‘a 
creator of general, equilibrium ^.ystem' on the 
basis of his discussion of the equalisation 
of rates of return through the movement of 
resources from less to more remunerative 
uses fails to take account of the specific 
nature of ‘allocative’ problem in his analysis. 
Unlike in the neo-i;lassical theory where the 
‘allocated’ problem is one of improving the 
allocative efficiency to satisfy given wants 
within a given production frontier, for Smith 
it is to increase that volume of economic 
activity and to ensure that the very process 
of production increases the production 
potential. The emphasis is on the (i) 
“.. .judgment with which... labour is 
generally applied” and (ii) “the proportion 
between the number of those who are em¬ 
ployed in useful labour, and that of those 
who are not so employed.”” The other 
way to put it is that the ^location function 
of the markets is complementary to and 
dominated by their basic creative function 
with the impulse to change being transmit¬ 
ted through interdependence in the markets 
thus making change endogenous. The fact 
that change is ‘progressive and propagates 
itself in a cumulative way’ makes the notion 
of ‘equilibrium of costs and advantages’ 
irrelevant as Allen Young’s elaboration of 
Smith’s proposition about division of labour 
in terms of increasing returns clearly brings 
out. 

The emphasis on the interdependence in 
the production process in the classical model 
of reproduction and viability comes out even 
more sharply in Ricardo’s work. This in¬ 
terdependence can be characterised in terms 
of two concepts: complementarity and 
dominance or hierarchy. While the owner¬ 
ship of the means of production confers on 
the owners the dominant position in the pro¬ 
duction process, the requirements of 
reproduction malm ‘wage goods’ dominant 
in the commodity structure. 

The contrast with the conceptual struc¬ 


ture of the neo-classical theory with its focus 
on simultaneity and on interdependence in 
exchange is sharp. The demand theory of ex¬ 
change relationship implies complete 
abstraction from ‘conditions’ of production. 
While exchange implied specialisation in 
production and therefore a certain form of 
social division of labour, it is not based on 
class monopoly in the ownership of the 
means of production. This makes the whole 
question of relative economic power of 
various economic groups engaged in ex¬ 
change, if not irrelevant, at least incidentel 
to the argument. In fact, with exchange 
enabling each producer to have access to a 
wider range of goods and the implicit claim 
of the possibility of a transition from an 
equilibrium rate of exchange to an 
equivalent rate of exchange, argument shifts 
to ‘gains from trade’. There is no differen¬ 
tiation of commodities according to whether 
or not they are essential to production pro¬ 
cess. The myth of consumer’s sovereignty 
provides rationale for all the commodities 
that happen to be produced regardless of 
whether they are ‘basics’ or ‘non-basics’. 
With the disappearance of the concept of 
hierarchy in the commodity structure also 
goes the difference between ‘production and 
consumption necessary for production'. In 
the place of complementarity comes the 
principle of substitution, a.s Marshall called 
it, providing a determinate price system 
derived from the logical theory of rational 
choice. 

Einstein once observed that the only 
justification for our system of concepts is 
that they serve to represent the complex of 
our experience; beyond this they have no 
legitimacy. If the revival of interest in 
classical political economy is not to lead us 
into another cul-de-sac, it is essential to bear 
in mind that the contemporary reality is so 
very different from the period in which the 
classical political economy evolved. What is 
called for is a careful scrutiny of their rich 
insights which, through skilful transforma¬ 
tion into appropriate concepts, can be used 
to understand the contemporary reality 
rather than formalisation of their systems. 
Those who are willing to probe can hope to 
reap a rich harvest. 

II 

It is self-evident that where things and 
their inter-relations are conceived, not as 
fixed, but as changing, their mental 
images, the ideas are likewise subject to 
change and transformation; and they are 
not encapsulated in rigid definitions, but 
ate developed in their historical or logical 
process of formation. 

—F Engels 

History is very much a put of Marx’s 
thou^L The sense of history which inspires 
his approach is clearly reflected in the fact 
tbht to him capitali$m is, like all social 
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systems, a transitory phenomenon. Yet the 
fact that Marx's “Capital" is a critique of 
political economy cannot be interpreted— 
as it is in certain quarters—as implying that 
Marx was merely emphasising the transitory 
character of capitalism. This interpretation 
fails to differentiate Marx’s thought from the 
classical political economy because it fails 
to take cognisance of Marx's own clearly 
articulated ideas on this issue and the full 
implications of the new paradigm which he 
developed in the course of pursuing his own 
objective. The fact that Marx himself regar¬ 
ded classical political economy as being con¬ 
cluded with Ricardo is attested by his state¬ 
ment that ‘Ricardo’s political economy 
ruthlessly draws its Tinal conclusion and 
therewith ends’.’’ His aim was ‘a scientific 
attempt at the revolutionising of a science’ 
and nut ‘develop classical theory further’. 

NtW PhRSPF.C riVF 

Marx's thought, no less than the thought 
of the classical economists, was socio- 
historically conditioned. The classical 
political economy, as Marx defined it, 
belonged to the ptcriod of industrial capita¬ 
lism during its lise and struggle for power. 
Its theoretical and practical thrust was not 
directed against the proletariat, which was 
still weak, but against the feudal landowners 
and outmoded usurcis of the old society. 
While Ricardo’s theory of value did imply 
the possibility of a struggle between capita¬ 
lists and wage labourers, his theory of 
ground rent was aimed at feudal land- 
ownership. Marx’s thought belonged to the 
progressive stage of capitalist development 
which also i.nplied a period of more 
developed class antagonism. 

If the historical perspective from which 
he viewed the emergent capitalist society of 
his time influenced the distinctive approach 
of his ‘economic’ theory, his ‘vision’ with its 
root in the Hegelian philosophy, signi¬ 
ficantly altered the direction of inquiry. The 
language of the theoretician of the pro¬ 
letariat was only apparently similar to 
‘the language of the still revolutionary 
bourgeoisie* as Marx viewed the language of 
classical political economy. Ricardo might 
have been ‘the only economist whom Marx 
treated as a master’ and criticism of Ricardo 
(might have been) his method m his purely 
theoretical work? as Schumpeter maintains.’* 
Yet in undertaking a critique of modern 
civilisation, which is what Marx’s work 
essentially was, Marx provided a new 
perspective and developed a new paradigm. 

As a product of western intellectual tradi¬ 
tions in philosophy and social sciences, 
Marx was influenced by the idea of progress 
associated with the Renaissance which 
ushered in the modern age and with it a con¬ 
cept of progressive humanity. ‘Development’ 
hypothesis, which is a vital component of 
Marx’s vision, is consistent with his formula¬ 
tion of the content of history in terms of 


progress. Progress implied for Marx 
something objectively definable and at the 
same time pointing to what is desirable. 
Marx’s thought cannot be interpreted as just 
an ethical demand for the liberation of man. 
He believed that material conditions of 
human existence not only must be altered 
if man is to reach his full potential but can 
also be altered. Man’s history which is a con¬ 
stant struggle with his material environment 
is also a struggle in which man’s nature is 
formed and-reformed. As the effort to sub¬ 
due the non-human environment is mediated 
by social intercourse with other men, men 
become conscious of themselves becau.se 
consciousness is a social product. Marx’s 
belief in the possibility of realising the free 
development of all men was based not on 
hope but on his understanding that this is 
where historical development will lead 
mankind. 

Thus the process of social development 
and change is implicit in Marx’s 'historical 
materialism’, a term which Marx himself 
never used. Marx’s emphasis on historical 
process has resulted in his being charac¬ 
terised as ‘historicist’. The term ‘historicism’ 
has been used in a variety of ways. For 
instance, a critic like Karl Popper has sought 
to refute Maix’s work in his two books— 
“The Poverty of Historicism” and “The 
Open Society and Its Enemies”—in terms of 
his own definition of ‘historicism’. He 
defines it as ‘an approach to the social 
sciences which assumes that historical 
prediction is their principal aim, and which 
assumes that this aim is attainable by 
discovering the ‘rhythm’ or the ‘patterns', the 
‘laws' or the ‘trends’ that underlie the evolu¬ 
tion of history’. To the extent that the 
Marxian ‘laws of motion’ are not predictive 
laws which reveal a hidden evolutionary 
pattern in human history, Marx is not 
‘historicist’ in Popper’s sense and Popper’s 
refutation is irrelevant. Repeated attempts 
to defend Marx against Popper are uncalled 
for in view of this important fact.” 

If Marx was a ‘historicist’, it was in the 
sense in which Maurice Mandelbaum 
defines historicism. Mandelbaum defines 
‘historicism’ [as consisting] in the attempt 
to take seriously (in a philosophical sense) 
the fact of change. It sees behind every parti¬ 
cular fact the ultimate fact of change; “every 
particular fact is treated with relation to the 
process of change out of which it arises and 
this process is seen as immanent in it.”’* 

‘Invariants' of the Marxian 
PARADIGM 

Implicit in Marx's materialist concept of 
history is the sociological conception of the 
making and development of human socie¬ 
ties. The first premise of all history, accord¬ 
ing to Marx, is that before men can ‘make 
history’, they must be able to live. As he put 
in “the German Ideology’’, ‘’men have 
history because they must produce that life”. 


The propagation of life is, therefore, man's 
first action; his own through work, that of 
others through reproduction. While “the 
first historical act is thus the production of 
the means to satisfy these needs, Marx also 
emphasises that ‘the satisfaction of the first 
need... leads to new needs. ”” 

The development of human society from 
a state of primitive accommodation with 
nature, in which each works not for another 
but all for community at large, to the 
present, has been characterised by the 
growth of productive forces. Of course, the 
development hypothesis does not imply that 
the productive forces have developed or 
always develop but merely asserts that they 
tend to develop. The hypothesis docs not 
even rule out that the productive forces may 
occasionally regress. The basis for the hypo¬ 
thesis is historical situation of scarcity and 
capacity of man as a rational being to 
improve the situation.*" The possibility of 
ranking different types of societies in any 
kind of hierarchical order can be legitimately 
debated. Unless a social group is able to 
solve the problem of its existence, it cannot 
survive and the capacity to survive can be 
used as a test of its functional adequacy. At 
the .same time, societies do differ in respect 
of their capacity to control outside nature. 
In terms of control of man over nature, the 
successive societies do imply unidirectional 
change or ‘development’ and a kind of 
‘evolution’, provided the mechanics of such 
development are not equated to those of 
biologkal evolution.'^' 

‘Development’ hypothesis does not, 
however, imply the primacy of productive 
forces, a case for which is made out on the 
basis of the well known passage in the 
preface to “A Contribution to the Critique 
of Political Economy.’’*^ This would be 
inconsistent with Marx’s ‘holistic’ and rela¬ 
tional view. Neither the primacy of forces of 
production—technological determinism— 
nor the primacy of the relations of pro¬ 
duction-economic or class determinism- 
can be asserted because there is a relation 
of dialectical interdependence between the 
forces of production and relations of 
production. 

M'arx’s concept of social formation is not 
explicit. From his fragmentary writing on the 
subject and particularly from the statement 
in the famous preface, it can be inferred that 
it is not the predominance of economic 
motive in the interpretation of society which 
is the decisive difference between the 
Marxian system and bourgeois science but 
rather Marx’s view of social formation as 
a complex totality. Marx’s concept of 
‘organic totality’ encompassing ‘ensemble of 
political, economic and ideological relations’ 
in a social formation—relations which are 
interpenetrative and not distinct—connotes 
a differentiated and dynamic structure rather 
than a static unity.*^ As a result, while his 
concept of totality involves the domination 
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of the whole over the parts and is structured 
around the axis of social relations (including 
juridical relations of ownership and pro¬ 
perty), it is concretised essentially as a ‘socio- 
historical process'. 

In “The German Ideology” Marx asserts 
that “history is nothing hut the succession 
of separate generations, each of which, uses 
the materials, the capital funds* the produc¬ 
tive forces handed down to it by all preceding 
generations, and thus, on the one hand, con¬ 
tinues the traditional activity in completely 
changed circumstances and, on the other, 
modifies the old circumstances with a com¬ 
pletely changed activity. On the other 
hand, in the context of the incompleteness 
of the development of capitalist production 
in the continental Western Europe, Marx 
writes in the Preface to the First German 
edition of Volume One of “Capital" how 
“[itl suffers not only from the living [evils] 
but from the dead". As he puts it, “alongside 
of modern evils, a whole series of inherited 
evils oppresses us, arising from the passive 
survival of antiquated modes of production, 
with their inevitable train of social and 
political anachronisms. 

The unifying principle for the concept of 
‘socio-historical process’ is the concept of 
labour and labour process—the process of 
transforming goods through purposive 
human activity—and its existence as general 
condition of human life and the ke)' to 
human history. The concept of labour and 
labour process provides the basis for Marx's 
distinction between ‘forces of production’ 
and 'relations of production’, the interaction 
between which ensures both continuity and 
progress on the one hand, and transforma¬ 
tion, on the other, depending upon whether 
the latter facilitates or impedes material pro¬ 
duction. It serves to highlight the importance 
of the distinction between ‘necessary labour’ 
and ‘surplus labour’ in all social formations 
if they are to be reproduced together with 
the conditions of their existence. 

If 'surplus labour’ is necessary in all sociid 
formations, no social formation can re¬ 
produce itself without reproducing the direct 
producer. Development presupposes increase 
in productivity beyond the ‘bio-social 
minimum’, but while surplus labour is 
necessary in all social formations, it is not 
sufficient that surplus labour is performed 
but it must be appropriated by some deter¬ 
minate mechanism of appropriation. To 
identify the mechanism of appropriating the 
surplus, different social formations need to 
be differentiated firstly according to their, 
institutional datum and more specifically 
their class structure. 

There are two aspects of the class struc¬ 
ture which are analytically distinct but 
historically unified: (i) the relations of the 
direct producers to one another, to their tools 
and to the land in the immediate process of 
production—what has been called the labour 
process; and (ii) relation of property by 


which an unpaid part of labour is extracted 
from the direct producers by a class of non¬ 
producers. Of these the ‘property relation¬ 
ship’ around which one defines the funda¬ 
mental classes in a society—-the cl8$$(es) of 
direct producers on the one hand and the 
surplus-extracting classfes) on the other— 
is the more crucial aspect. On the one hand, 
it focuses on the ‘unequal relation* between 
the two classes which puts direct producers 
at a disadvantage.^ On the other, once 
established, it tends to impose rather strict 
limits on the pattern of long-term 
development. 

The mechanism of extracting ‘surplus 
labour’ takes different forms. While the 
functioning of feudal agrarian economy 
requires the propertied class to control the 
direct producers through the use of political 
power, in the commercial phase of produc¬ 
tion, the state is needed only to protect pro¬ 
perty. The nature of antagonistic capital- 
labour relation can be demystified only by 
dislodging the state from the primacy in 
relation to capitalists’ control and domina¬ 
tion in the organisation of labour process 
within a production unit. In a capitalist 
system the two clas.ses have unequal power 
in the decision-making proces.s. Emphasis on 
decision-making is crucial in the context of 
the development process because it is not 
enough that ‘suiplus labour’ is appropriated 
but it has to be distributed into determinate 
branches of production so as to sustain the 
process of expanded reproduction. In the 
context of capitalist production, while 
alienation of the means of production from 
those who possess only their labour power 
allows capitalists to appropriate surplus 
value (which takes the form of profit), con¬ 
dition of multiple centres of investment deci¬ 
sions imply the possibility of ‘realisation 
problem’. At the same time, even if surplus 
value is realised, there is a further decision 
with respect to the disposition of surplus 
value which can be used either as capital for 
investment or revenue for consumption 
(which can be further differentiated accord¬ 
ing to consumption of workers and con¬ 
sumption of capitalists). 

Emphasis on decision-making is also 
relcvam from the viewpoint of the inter¬ 
action between form and content. The 
change in capitalist mode of production 
from competitive to monopoly or finance 
form has not altered its content, though it 
has added a new dimension to the decision¬ 
making process. As the contradictions of the 
market economy have surfaced to social 
awareness with concentration and centralisa¬ 
tion of capital, there has been increasing 
recognition of the need for state intervention 
in economic activity. The ‘interventionist’ 
approach relies on faith in the power of 
ideas to ensure rational economic manage¬ 
ment by democratic government. The under¬ 
lying ideological definition of the state as 
the ‘state of the whole people* not only 


identifies form of the government with its 
substance but also fails to recognise the 
implications of ‘unequal relation’ for 
policy, decisions by government in respect 
of both its aspects: formulation and 
implonentation.”^ 

At the same time, the mere change in the 
form of property nuy not alter the role of 
the direct pr^ucers in the decision-making 
process. State ownership may reduce the 
direct producers to the state of ’proprietors’ 
only through the intermediary of state. For 
instance, insofar as the necessity for the 
distribution of the social labour force into 
determinate branches of production is an 
invariant condition of economic reproduc¬ 
tion in all social formations, there is need 
for social direction of the economy. The 
relevant question that needs to be posed is 
how much power—direct and/or indirect-- 
in decision-making the direct producer is 
allowed to exercise in planning the produc¬ 
tion on the basis of the useful effeas of the 
various products compared with one another 
and with the quantities of labour required 
for their production.'’* 

It follows from this that (i) the hallmark 
of class society in which an unpaid part of 
labour is extracted from the direct produceis 
by a class of non-producers is not 'surplus 
labour’ as such but surplus-extraction 
relationship which in the ultimate analysis 
is non-consensuai, and guaranteed either 
directly or indirectly by force-, (ii) ‘surplus 
labour’ is a necessary but not a sufficient 
condition for establishing that there is 
‘exploitation’. If a community decides col¬ 
lectively the three basic questions of what, 
how and for whom, the community shall 
produce, the existence of surplus labour as 
such does not imply non-consensual extrac¬ 
tion of surplus; and (iii) alienation of man 
from the process and the product of labour 
does not automatically end with a mere 
juridical change in property relations. 

The two dominant concepts in Marx’s 
view of history as a ‘dialectical process’ 
wheieby new structures arise out of con¬ 
ditions immanent in previous ones are 
contradictiofi and praxis. For Marx the 
events of history find their meaning in (i) the 
rdations of ‘exploitation’ (surplus-extraction 
relations) which provide the basis for class 
conflict and class struggle and (ii) the resolu¬ 
tion of the contradiction between 'forces of 
production’ and ‘relations of production’ 
through the practice of a revolutionary class. 
Thus the significance of the relations of 
exploitation lie in the fact that they breed 
social struggle and are instrumental in bring¬ 
ing about social change and progress. 

The key concept is contradiction rather 
than harmony as in bourgeois political 
economy.** Not only does the ‘idealist’ 
notion of society result in the treatment of 
economics as an ‘isolated system’ in bour¬ 
geois political economy, but the treatment 
of society as a whole implies diat contradic- 
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tions are played down. The materialist- 
dialectical conception of totality means, on 
the one hand, the concrete unity of inter¬ 
acting contradictions and, on the other, the 
historical relativity of all totality, i c, the 
inter-linked 'partial totalities’ which con¬ 
stitute 'social totality* are constantly chang¬ 
ing, disintegrating and reappearing in altered 
forms. Hence it is necessary to understand 
the processes through which the totality is 
changing.^ 

In Marx's concept of unity of theory and 
practice, both theory and practice are based 
upon the concept of ‘overcoming’ 'going 
beyond*. Not only is 'going beyond’ at once 
theoretical and practical but is also ‘deter¬ 
mined by both past and present activity*. 
Thus, Marxian ‘going beyond* entails “a 
critique of the completed Hegelian synthesis 
[which] in effect eliminates dialectical 
movement, historical time and practical 
ocfion”.^' Any attempt to separate Marxism 
as theory and Marxism as action is in¬ 
consistent with Marx’s thought and all the 
more so if one, like Gramsci, perceives 
Marxism as a ‘philosophy of Praxis’. It is 
only when the essential relationship between 
contradiction and praxis is correctly appre¬ 
ciated that one understands how the percep¬ 
tion of ‘reality’ as segmented and non- 
intcrconnected components generates only 
a .static concept of totality and a value-based 
postulate of unity. 

CRITIQUt OK Ct.ASSIt'Al. POLITICAl. 

Economy 

The scope of Marx’s Capital in which he 
presents his critique of classical political 
economy is wider than “[laying] bare the 
economic law of motion of modern society". 
M<.rx’s materialist conception of history 
implies that a comprehensive theory of 
capitalism has to consist not only of the 
theory of functioning and growth of capita¬ 
lism but also the theory of its origin and the 
theory of its decline More relevant from the 
main thrust of the paper is the fact that even 
the theoretical analysis of the abstract 
capitalist system—i e, the functional and 
dynamic analysis of capitalist process—that 
Marx presents in ''Capital’’ bears an 
eloquent testimony to his dialectical method 
with its emphasis on process, contradiction 
and praxis. 

Marx attributes the failure of the classical 
political economy to recognise the transitory 
character of capitalist mode of production 
to its ideologic^* conception of production. 
1b see the realm of production in purely 
techhkal terms end to sqpefimpese die rela¬ 
tions of distribution {which ^termine the 
tmnsfbrmation of the product into revitnues 
accruing to vai-ious classes) 4^ production 
as the sodal framework within which 
material production takes place is to posit 
an external relation of content to 

Marx s^ production at a process which 
is itstdf hoth.soc/ 0 / and material. With the 


help of an interesting analogy between 
language as a system of communication and 
the soc/o/organisation of production, Marx 
emphasises the need to analyse economic 
production in the context of a social orga¬ 
nisation. As he put it, “production by a 
solitary individual outside society... is just 
as preposterous as the development of 
speech without individuals who live lofiether 
and talk to one another. If the ‘forces of 
production’ cover man’s relation to nature 
and technology the ‘relations of production’ 
cover man’s relation to man in a social 
organisation of production and the different 
modes of production cannot be understood 
merely in terms of their technical features. 
Social relations are relevant in regard to both 
the mode of appropriation of nature and the 
mode of appropriation of the product, the 
two distinct aspects of the mode of produc¬ 
tion. The notion of Marxian 'categories’ by 
which general concepts are restricted to 
specific ‘relations of production’ needs to be 
clearly borne in mind in appraising Marx’s 
dialectics of capitalist system. This explains 
why Marx regarded the distinctions between 
production and exchange, labour and 
labour-power, value and prices, surplus-value 
and profits as extremely crucial. 

Marx sees capitalist production as the 
contradictory unity of the production of 
value and production of use-values. While 
theorising the contradictory basis of capitalist 
mode of production in production itself, 
Marx extends the social law of reproduction 
P—C—P to take account of the fact that 
capitalist economy is a money-using eco¬ 
nomy, where production is for market, by 
intrcKlucing the circuit M~C—M' where 
M represents money and M’>M.’^ This 
extension of the social law of reproduction 
has important bearing on the difference 
between him and the classical economists in 
spite of the apparent similarity in their 
language. Marx's approach implies that in 
capturing the ‘concreted in thou^t, the/orm 
in which content appears is no less an 
important component of reality than the 
content itself. Hence it is not a question of 
eliminating the mystifying categories cor¬ 
responding Vo form by the ‘true’ categories 
corresponding to content but to explain the 
necessary connection between the two. 
Because capitalist reality is a ‘dual’ 'reality 
possessing mystifying and non-mystifying 
sides bound together, theory corresponding 
to it must take cognisance of it in the form 
of a unity of opposites. Corresponding to 
the opposition between commodity and 
montv, there is within the world of com- 
mpdities the opposition between the value 
of Commodity and its use-valu^ Not only 
is it necessary, therefore; to loeflt'behind the 
ve|l of mon^ to RAd the real economic 
process but also behind the veil of value in 
general. 

Corresponding to the dual character of 
commodity is the two-fold character of 


labour: concrete useful labour and abstract 
social labour. Marx’s reference to labour as 
the 'substance of value* has to be understood 
in the context of his concept of labour and 
the labour-process as the key to human 
history. As Schumpeter observed, the 
Ricardian Value Theory ‘forms no part of 
Marx’s teaching'^’ though Ricardo’s labour 
theory of value, which made ‘embodied’ 
labour ‘the rule which governs... relative 
value($) of commodities’, suited Marx's 
purpose ideally. While Marx was himself 
partly responsible for his critics* mis- 
understandngs, bis irritation with a critic 
for his “attempts... to burden [him] with 
all Ricardo’s limitations’’^* is easily 
underetandable. As Marx himself said, he 
had only a 'concept of value* and a ‘deflni- 
tion of value,^^ but not a labour theory of 
value. 

Marx was particularly critical of Ricaido’s 
failure to realise that labour had two distinct 
forms. As he noted, “Ricardo’s market is 
that he is concerned only with the magnitude 
of value... But the labour embodied in 
[commodities] must be represented as social 
labour’’.^* The fact that al] commodities 
bearing exchange value embody abstract 
social labour has far-reaching significance 
beyond assisting in the purely accounting 
task of price estimation. It serves to reveal 
‘social relations between individuals at work’ 
underlying the appearance of ‘material 
relation between persons and social relations 
between things’.”* 

‘Tuf Law ok VALUE’ 

The distinction between ‘necessary labour’ 
and ‘surplus labour' implicit in Ricardo’s 
distinction between ‘production’ and ‘the 
cotLsumption necessary for that production’ 
is the basis on which rests Marx's ‘Law of 
Value'. In concentrating on the analytical 
puzzle of the ‘TVansformation Problentf, one 
often runs the risk of ignoring the dual 
purpose which the ‘Law of Value* serves in 
the Marxian system, viz, to explain (i) the 
origin of surplus value and (ii) the m^e of 
operation of the capitalist system. 

The unique role of human productive 
activity in the Marxian dialectics of man 
versus nature implies that productive activity 
almost by definition requires personal 
participation in the process of production. 
The question of the method by which those 
who do not ‘directly’ participate in the 
process acquire a share in the fruits of 
production in different modes of production 
naturally becomes impoitant in such an 
approach. In explaining the origin and 
persistence of capitalists’ profit in terms of 
social Nations, it wasni^essary not to fail 
back on ‘nnequal exchange* but to show that 
even when exchange was one of equivalents, 
a surplus could still arise. Even with com¬ 
petition and free contractual relations, when 
everything exchanged at its ‘natural value*, 
surplus value in the form of profit is pos- 
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libte The surplus value was ‘reconciled’ with 
the law of value' through the distinction 
between labour and labour-power, i e, 
between ‘necessary* labour time—the 
material input into human labour—-and the 
total labour-time used in producing output. 
Marx clearly brought out that the existence 
of labour-power—a free labourer selling his 
labour-power at its value—as a commodity 
is a necessary condition for such a 
difference. 

Thus labour-power as a commodity has 
not only use-value and exchange value like 
other commodities but the former is greater 
than the latter and as such provides surplus 
value. While the surplus value accrues to the 
capitalisits because they own the physical 
means of production, the surplus value is 
created by labour in the process of produc¬ 
tion and not in the sphere of circulation. 
Furthermore, Marx used his three Depart¬ 
ments Schema for expanded reproduction to 
show the irrelevance of the Department 
producing for capitalist consumption— 
nonbausics as Piero Sraffa calls them—for the 
rate of profit and the dependence of the rate 
of proHt, given the rate of surplus value, on 
the organic composition of capital in the 
Departments producing wage goods and 
capital goods. The contradiction between 
direct producers and those who own means 
of production thus becomes obvious. 

Much of the controversy regarding labour 
theory of value stems from the narrow inter¬ 
pretation put on it. Its deeper significance 
lies in the fact that it provides the links 
between commodity exchange (money rela¬ 
tions) labour process and surplus extraction 
(capitalist exploitation) in a unified struc¬ 
ture which suggests the direction for political 
action.*® 

Marx’s criticism of Ricardo for focusing 
on ‘equilibrium differences between prices 
and values* acquires a sharper edge when 
juxtaposed with his repeated reference to 
bourgeois economists being ‘blinded by 
competition’. Even Smith and Ricardo, 
whom Marx always regarded as the ‘best 
representatives* of classical political 
economy, were not, according to him free 
from this failing. Ricardo’s treatment of 
profit at the average rate as ‘something pre¬ 
existent* and which ‘plays a part in his deter¬ 
mination of value’ is criticised by Marx for 
obscuring the crucial causal coimection 
between profit and the exploitation of 
labour." The “equalisation of profits into 
a general rate of pront...is obviously a 
result rather than a point of departur^.*^. 
The magnitude of surplus value which the 
class monopoly of the means of production 
possessed 1^ the.c^dMUisU 
fnaet from t^dinttpiodiKdn depdoidsQn 
the amount of unpaid work which they can 
compel the direct producers to da The 
process of the creation of surplus value thus 
operates not only independently but in a 
sense prior to the process of competition 


between capitalists which results in the 
equalisation of the rate of proflt and the 
formation of the equilibrium prices of 
production of comm^ities. 

The emphasis on process reflects Marx’s 
historical approach. A vital question for 
history is “how do things happen? It is 
natural, therefore, that Marx should be 
interested in the question of the mode of 
operation of the capitalist system*—how the 
capitalist system functions. The correspon¬ 
dence between definitional values and 
empirical prices was not as important to 
Marx as the difference which is primarily 
because of “the disequilibrium inherent in 
an unplanned economic system, and secon¬ 
darily because of equilibrium difference 
between prices and values*.*^ Marx criti¬ 
cised Ricardo for focusing on the latter 
‘more superficial' of the two kinds of devia¬ 
tions of price from value because he sought 
to emphasise the ‘Law of Value* in maintain¬ 
ing the social equilibrium of production in 
the turmoil of it accidental fluctuations. 
The dynamics of price changes was empha¬ 
sised as an allocating mechanism in an 
otherwise un-coordinated system. As he put 
it, “the a priori system on which the division 
of labour, within the workshop, is regularly 
carried out, becomes in the division of 
labour within the society an a posteriori, 
nature-imposed necessity, controlling the 
lawless caprice of the producers, and per¬ 
ceptible in the barometrical fluctuations of 
the market-prices” In a system in which 
there is no conscious social regulation of 
production, a posteriori social equilibrium 
of production is maintained through the 
‘Law of Vdlue* which distributes ‘social 
labour in definite proportions*. 

While the dynamics of price changes as 
an allocating mechanism is relevant for 
explaining why accumulation does not 
proceed smoothly in the capitalist system, 
accumulation per se is the driving force in 
the system. Of the three basic features of the 
capitalist system which Marx emphasises, 
the most important is the inherent tendency 
for capitalists to accumulate a large part of 
the surplus value which they appropriate. 
The other two—(i) a predominantly labour- 
saving form of technological innovation in 
the progress of capital accumulation and a 
consequent rise in the organic composition 
of capital; and (ii) continued maintenance 
of a relatively redundant population of 
labourers, ‘a disposable industrial reserve 
army—ate related to and in fact essential for 
the first. 

The rrientless drive to accumulate is linked 
wjtj^ the objective of expanding surplus 
' ^ueen'a progressively increasing scale. As 
surplus value comes out of ‘unpaid labour’, 
when the possibility of increasing ‘absolute 
surplus vatu^through, say, lengthening of 
the workiiig day—is eliminated, capitalists 
seek to increase the ‘relative surplus value* 
through a labour-saving form of techno¬ 


logical innovation. On the other hand, 
‘relative surplus population* ‘^nflnes the 
field of action of [the law of demand and 
supply of labour] within the limits... 
convenient to the activity of exploitation and 
to the domination of capital”. It tilts the 
balance against labour in its bargaining with 
the capitalist in regard to the general wage 
level. “The very nature of accumulation”, as 
Marx puts it “excludes every diminution in 
the degree of exploitation of labour and 
every rise in the price of lifoour, which could 
seriously imperil the contimud reproduction, 
on an ever-enlarging scala of the capitalist 
relation”.** 

Accumulation does not, however, proceed 
smoothly because of the periodic failure of 
the market mechanism. Surplus value being 
both income of capitalists and source of 
accumulation, the interrelation between 
production process and circulation process 
becomes crucial. While production and 
circulation are not two separate, discretely 
distinct spheres, the .seed for potential crisis 
lies in the fact that while profit originates 
in the process of production it is realised in 
the act of exchange. The ability of the 
capitalist class to appropriate surplus value 
depends, therefore, on the successful com¬ 
pletion of the two processes; the production 
and the realisation of surplus value. While 
capitalism is necessarily a unity of these two 
proccs.ses, the conditions for achieving both 
of them successfully are in contradiction 
with each other. The system being based on 
producing commodities for others via the 
intermediary role of money, the two pro- 
ces.ses are necessarily separate. Marx’s state¬ 
ment that every capitalist wants the impos¬ 
sible situation that the wages of his own 
workers are low while those of the workers 
of ail other capitalists are high is another 
expression of the contradiction between the 
conditions for producing and the conditions 
for realising surplus value. Economic crises 
are manifestation of the simultaneous unity 
and separation of these two processes.*^ 

In criticising Ricardo’s denial of general 
overproduction Marx emphasised the nature 
of purchase and sale as “the unity of two 
processes, or rather the movement of one 
process through two opposite phases, and 
thus essentially the unity of the two phases, 
the movement [which] is essentially just as 
much the separation of these two phases”.** 
Essentially because the two processes belong 
together, the independence of the two cor¬ 
related aspects shows itself ‘as a destructive 
process’. Not only does Marx thus concen¬ 
trate on processes, but in showing the crisis 
as inhomt in the inner contradiction of 
commodity and money, Marx focuses on 
contradiction and integrates the real and 
monetary process. 

Of course; there is an in-built mechanism 
in capitalist system to restore the accumula¬ 
tion process. The normal response of 
capitalist system to cycUcid fluctuatfons in 
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the accumulation process is reoiganisation 
of capitfJ. If the crises which involve 
periodic interruption in the accumulation 
process arise out of, as Marx put it, "the 
special aspects of capital which are peculiar 
to it as capital", it is also capital itself which 
restores the conditions for its continued 
expansion through a reorganisation process 
which increases its 'surplus-extraction' 
power. 

In raising the question of effective 
demand Keynes nostsJgically looked back to 
the possibility of Malthus becoming the 
parent stem for the nineteenth century 
economics. Yet Malthus, like Ricardo, 
regarded the act of saving and the act of 
investment as two facets of the single act of 
accumulation. If Keynes’ own attempt to 
eliminate the traditional dichotomy between 
'real' and ‘monetary’ theory has faded, it has 
to be attributed to his own failure to capture 
the essentials of processes at work in late 
capitalism. If to deny realisation probinn is 
to ignore that “what may be true in abstract 
theory.. .is.. .wrong in practice”*’ to 
explain it by relying on analysis confined to 
the level of the market and inadequately 
linked with the institutional features of the 
capitalist system is infructuous.’*’ 

Marx’s “Capital’’ as k criligue of political 
economy emphasises not only the transitory 
character of capitalism but also its inherent 
instability because of the particular way in 
which it organises production. Moreover, 
Marx relates the difficulty in maintaining 
stability to the fact that the conditions are 
to a large extent political (being related to 
the relation between the conflicting social 
classes) and not technical as the bourgeois 
economists tend to consider. It is this that 
led Marx to say that “crisis.. .by their 
periodical return put on its trial, each time 
more threateningly, the existence of the 
entire bourgeois society.” 

‘OPENNESS’ OF MARX’S STRUCTURE OF 

Thought 

The relevance of Marx’s thought fbr 
understanding the contemporary world has 
been a widely debated issue. In fact, it has 
been the dominant theme for discussion in 
the recently-ended centenary year of his 
death. The outright rejection Iv the critics 
of Marx’s thought for the purpose is con¬ 
sistent with the fact that during the last 
hundred years Marx’s ideas have been in¬ 
cessantly attacked. The fact that every 
successive generation of bourgeois socisil 
scientists has felt the compeiiing need to 
refute Marx’s ideas yet again is itself, of 
course, indicative of the profound influence 
of his ideas and the centenary-year-refliu- 
tion is not going to efface it. 

Ironical as te might seem, a hundred years 
after Marx’s death it is stilt esse.ntlal to 
leminid ourselves that Marxism is not a 
siAfttrote for'thought ItisiiM^dogmhbut 
a |^de.to gotioa’. Hie generally-aceqitad 


dictum that we cannot turn to ‘ancients’ to 
find answers to contemporary problems— 
both at the level of thought and practice— 
is, if anything, even mote true about Marx. 
But if it is naive to seek answers to con¬ 
temporary problems in Marx’s writings, it 
is erroneous to settle the question of the 
relevance of Marx’s thought on the basis of 
the diffnence between the present-day world 
and the one Marx wrote about. Marx wrote 
at a time when Europe was the centre of the 
world and England—the demi-urge of the 
bourgeois universe^, as he called it—was the 
centre of Europe. There is no denying that 
the hundred years since Marx’s death have 
witnessed convulsions unprecedented in 
human history. These developments have put 
on the agen^ of the present-day society 
problems about which Marx had not much 
to say; problems pertaining to nationalism, 
the nature of mo^m state and especially its 
role in economic management, the position 
of women in society, depletion of non- 
renewable resources, to mention a few. Even 
Marx’s hypothesis of the concentration and 
centralisation of capital provides an in¬ 
adequate basis for understanding the 
present-day monopoly capitalism as Paul 
Sweezy so convincingly argued in his 1971 
Marstmll Lecture.** 

As far as the problem of underdeveloped 
countries is concerned, there is definitely an 
element of contradiction in Marx’s thought. 
Uneven development is inherent in the func¬ 
tioning of the capitalist system, in the con¬ 
tradictory form of its forward movement. 
Marx’s hypothesis of a steady polarisation 
of wealth and poverty within a capitalist 
country is essentially a reflection of this 
basic contradiction of the capitalist systen,. 
He had, of course, both material impoverish¬ 
ment (in relative and not absolute sense) and 
social pauperisation in mind when he talked 
of poverty. Lenin, in a senses ‘extended’ 
Marx’s polarisation hypothesis when in the 
context of his discussion of imperialism he 
said: “Capitalism has grown into a world 
system of colonial oppression and of the 
flnancial strangulation of the overwhelming 
majority of the population of the world by 
a handful of ‘advanced’ countries... of 
«ceptionally rich and powerful states.. 

Yet Marx in some of his writing and even 
Lenin expected capitalism to proibote indus¬ 
trial growth throughout the whole world. As 
Marx put it, “the country that is more 
developed industrially only ^ows, to the less 
developed, the image of its own future”.** 
Lenin in turn expect^ the export of capitei 
to accelerate “the devriopment of capitalism 
in those countries to which it is exported” 
and thus expand and deepen “the further 
development of capitalism throughout the 
world”. It was only at the Sixth Congress of 
the Communist International in 1928 that 
it was csqilicitiy stated diat “capitalism rather 
than deiwiopiag all areas it touches, can 
pqattiviety ladeideyelop”.*’ 


Capitalism, no doubt, played a progressive 
role, providing the historic conditions for 
economic transformation everywhere, but its 
triumph at the end of the eighteenth century 
also served to divide the world sharply into 
two parts: the ‘developed’ and the ‘under¬ 
developed’. The very process that led to 
development of capitalism and rapid indus¬ 
trialisation in Europe and her overseas off¬ 
shoots led to underdevelopment in Asia, 
Africa and Latin America. 

Change, per se cannot, of course, make 
Marx’s thought irrelevant. In fact, the 
process of social development and change 
is implicit in Marx’s ‘historical materialism’ 
as we noted earlier. Of course, all of those 
who rule out the relevance of Marx’s thought 
for the contemporary world do not base 
their argument on the fact of change as such 
but on the fact of the divergence of actual 
change from what they believe to have been 
Marx’s prognosis about the change It needs, 
therefore, to be emphasised that Marx 
himself refrained from claiming any univer¬ 
sality for the pattern and progression he had 
detected in Western Europe. If despite his 
disclaimers, both his opponents and the 
followers, who call themselves orthodox 
Marxists, have cast his views on historical 
development in a ’deterministic’ mould, it 
is because it has suited their own purpose 
The definition of ‘historicism’ used by a 
critic like Karl Popper is irrelevant, as we 
argued earlier, and therefore his criticism is 
not valid. On the other hand, the flxed laws 
of development suited the followers for a 
different reason. During the period of the 
.Second International, the socialist parties 
used them as ideological support by demon¬ 
strating the ‘objective necessity’ of their use. 
This enabled the substitution of the party 
for the ‘masses’ as the repository of socialist 
consciousness, justifying the mediation of 
the party in orier that the masses might 
acquire class consciousness. With the col¬ 
lapse of the Second International in 1914, 
the victory of the Rusuan Revolution in 1917 
and the failure of the post-war revolutions 
in Central Europe, the socialist movement 
was itself divid^. In the USSR, Marxiun 
became the ideology of a political regitne 
and the process of transforming Marxism 
into a mechanistic dogma was completed 
under Stalin’s rule.** 

It cannot be denied that there are a 
number of places in Marx’s own writings 
which would support such a mechanistic 
interpretation. For instance, Marx’s state¬ 
ment in the Preface to “A Contribution to 
the Critique of Political Economy” that in 
“broad outline, the Asiatic, ancient, feudal 
and modern bourgeois modes of production 
may be designed as epochs marking progress 
in the economic development of society” has 
served as the primary authority for the 
unilinear conception of human history. Vbt 
Marx was concerned neither with the 
discovery of a universal schema of social 
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evolution and progress nor with a unique 
path of transition from one stage ol di-vclop 
ment (o another. 

His ideas in "Grundrisse” lend support 
to the view that he saw the early stages of 
human history in terms of plurality of 
modes of production developing under the 
influence of specific local, geographic, 
ethnographic and historical circumstances.’’ 
The original community (the earlie.st form 
of landed property, that based on kinship) 
is shown to have developed into three or four 
alternative forms; the Asiatic, Classical, 
Germanic and Slavonic. Not only did Marx 
emphasise the radical discontinuity of the 
various pre-capitalist social formations but 
also the need to treat each as an independent 
discrete entity theoretically and to analyse 
it in terms of its own categories and its own 
laws of motion.'"* 

If he did not treat the emergence of 
European feudalism from the wreck of 
ancient society as a matter of logical neces¬ 
sity, he carefully specified the unique 
historical preconditions which made possible 
the rise of capitalism. Marx’s indignant 
retort to a Russian commentator in this con 
text is worth recalling. He clarified his views 
by replying firmly that it was “both honour¬ 
ing and shaming him too much’’ to “meta¬ 
morphose his historical sketch of the genesis 
of capitalism in Western Europe into a 
historico-philosophical theory of the general 
path every people is fated to tread, whatever 
the historical circumstances in which it finds 
itself’.** Marx was certainly influenced by 
the idea of progicss, as noted earlier. Yet, 
"unlike Hegel, Marx does not treat history 
as the unfolding of a metaphysical substance 
and unlike Comte, he does not claim to be 
in possession of an operational key which 
will unlock every door.. .The ‘relentless 
onward march of civilisation’ is a Comtean. 
not a Marxian, postulate”."" 

In consonance with the ‘openness’ of 
Marx’s structure of thought, the concept of 
‘pre-existing eternal ideas’ has no place in 
Marx’s dialectical method in its materialistic 
form. This is evident from Marx’s criticism 
of Proudhon for failing to understand that 
“men, who produce their social relations in 
accordance with their material productivity, 
also produce ideas, categories.. .the 
abstract, ideal expressions of these same 
social relations. Thus, the categories are 
no more eternal than the relations they 
express. They are historical and transitory 
products!’"” Some twenty years later he 
reiterates the same point; ‘[Proudhon] shares 
the illusions of speculative philosophy for 
instead of conceiving the economic cate¬ 
gories as the theoretical expressions of 
hbtorical relations of production, cortespoii- 
ding to a particular stage of development of 
material production, he garbles them into 
pre-existing eternal ideas.. ."*® 


Is l.iHv Of Cosavsios 

Treating present as history, which involves 
explicit recognition of the historical dimen- 
.sion of a social phenomenon, implies look¬ 
ing at the present against the background 
of the past. This helps us to see the present 
in proper perspective which is necessary if 
we ate to have any chance of foreseeing and 
influencing the f^utiire. If we confine our¬ 
selves to the twin problems of poverty and 
underdevelopment which are the two major 
issues at the centre of the stage since the 
end of the Second World War, historical 
approach is indispen.sable as far as the 
problem of underdevelopment is concerned. 
Underdevelopment, as we noted earlier, is 
itself a product of history. 

The underdeveloped countries do not con¬ 
stitute a homogeneous group. The forms in 
which different teiritories were integrated 
into the world capitalist were diverse because 
of the differences in the initial conditions. 
Yet one common feature for most of the 
underdeveloped countries which have emer¬ 
ged from the colonial bondage, is the 
cleavage between ‘town’ and ‘country’ which 
provides 'the foundation of all highly 
developed division of labour’, as Marx put 
it. This is because they are themselves the 
products of the development of the same 
cleavage on the international level.'"’ While 
the capitalist expansion on a world scale 
divided the world between industrial 
countries—‘towns—and agrarian territories— 
‘country’—within the latter emerged the same 
celavage which was formerly confined to the 
countries where capitalism emerged. 

The problem of arrested and sporadic 
development with partial industrialisation 
superimposed on a disintegrating peasant 
economy not getting reintegrated rapidly 
enough is the colonial heritage of these 
countries. The historical conjuncture in 
which the industrialisation process started 
in these countries, has resulted in concentra¬ 
tion of market structure at a very early stage 
of the industrialisation process, even before 
what Marx called the ‘primitive accumula¬ 
tion’ has been completed. Thus the initial 
contradictions have been severe enough with 
monopoly capital in the town and the pre¬ 
capitalist relations in the countryside with 
a large mass of pauperised peasants and 
landless labourers as a historical legacy of 
colonial and, in some cases, pre-colonial 
periods. 

Given the extremely low level of the 
development of productive forces, even a 
non-capitalist path of development cannot 
eliminate the harsh necessity of accumula¬ 
tion. While this implies the need to widen 
the base for generation of ‘surplus’ and its 
allocation to departmrats producing capital 
goods and wage goods necessary for the 
purpose, there are a number of constraining 
forces at work. On the one hand, rent is a 
‘surplus’ in its own right because land- 
ownership is yet not fully modified by 


capitalist production; on the other, pau¬ 
perised peasantry continues to be com¬ 
mercially exploited by merchant’s and 
usurer’s capita), thus thwarting the growth 
of productive forces. 

As late-comers in the industrialisation 
process, not only do these countries suffer 
from technological dependence on the 
developed countries but they are also 
exposed to the demonstration effect of the 
‘luxury goods’. This is a period when the 
production of ‘non-basics’ is an inevitable 
concomitant of technical progress. The 
modernised capitalist is capable of looking 
upon accumulation as ‘abstinence from 
pleasure’, as Marx called it, unlike his 
counterpart of the classical type who 
branded individual consumption as a sin 
against his function.'®'* 

The global context in which the problem 
of the underdeveloped countries, including 
their prospects of industrialisation has to be 
understood has also another significant 
dimension besides the hierarchical structure 
of the capitalist system in which they are 
bound, vir, the existence of the ‘second’ 
world consisting of the socialist countries. 
If the growth of productive forces associated 
with bourgeois capitalist relations served to 
develop capitalism as a world sv.stein 
characterised by uneven development, ideas, 
institutions, taws and political system 
corresponding to the material base of the 
capitalist system played a ‘piogressive’ role 
even in the countries which were conquered. 
Without some concept of ‘migrant’ ideas, 
it would not be possible to explain the rise 
of nationalist movements in colonies any 
more than of revolutionary movements in 
countries which radically transformed their 
social structure. The emergence of the 
‘second’ world has implied that the ‘image 
of its own future’ which a less developed 
country sees today is not only of ‘the 
country that is more developed industrially’ 
but of two alternative socio-economic 
systems—of two alternative paths—through 
which it can reach it. 

One important dimension of the ‘ideolo¬ 
gical’ confrontation between the ‘First’ and 
the ‘Second’ world is the growing concern 
with the problems of poverty of nations and 
poverty within nations since the end ot the 
Second World War. The recognition of 
poverty as ‘a one-world problem’ apparently 
reflects the disenchantment with ‘growth- 
oriented development strategies’ and the 
‘percolation’ theories as a result of the 
experience of the first development decade. 
At a deeper level it needs to be linked with 
ideology of order. The ideology of order 
per se is not novel. The ubiqidty and the 
emotional power of the concept of ordef in 
the pre-industrial society and during the 
peri^ of transition from pre-industrial 
society to industrial society has been 
recognised by the historians. Historic 
graphical preoccupation with the ideology 
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of order is also being increasingly balanced 
by the discussion of the actual processes by 
which order was maintained. '®* The recent 
exten.sion of the ideology of order to inter¬ 
national level is, however, qualitatively 
different in two respects. 

On the one hand, associated with the con¬ 
cept of order in the earlier period was also 
the concept of subordination and obedience; 
on the other, while the ideology of order 
clearly served the interests of the ruling class, 
the insecurities of a hostile environment, and 
particularly the threat which dearth posed 
to social order, also served as an active ele¬ 
ment in the maintenance of social stability 
in (he pre-industrial society. This explains 
tlie apparently puzzling fact that while 
dearth provoked occasional outbreaks of 
disorder, it- led to so few of them. In the 
paternalistic traditional societies, it was 
ultimately in the interest of the rulers to 
assure a minimum subsistence to at least the 
‘honest’ poor.*®* 

The transition from pre-industrial to 
industrial society marked a shift in (he 
organisation of economic activity. The 
economic organisation came to revolve 
round the reproduction and expanding ac¬ 
cumulation of capital. With production for 
market, which entru.stcd the economy to the 
self-regulating mechanism ot the market, 
even labour, land and money, which arc 
obviously not commodities in the sense of 
being produced for sale, acquired the 
character of commodities. The crisis of sub¬ 
sistence in the new context generated a 
nostalgic yarning for the old order on the 
part of both the old ruling class and also 
the common people. In defending the 'moral 
economy’ not only did E P Thompson’s 
‘English Crowd in the Eighteenth Century' 
attempt to forestall changes that had already 
taken place but also in effect proved 
‘backward-looking'. 

In contrast, associated with the present- 
day concept of order is the concept of 
equality. Precisely because the ‘have-nots’ 
are asserting their right to equality, unlike 
their counterparts in the earlier centuries 
who were asserting their right to bread in 
one case and the right to work in the other, 
they are seeking change rather ihan stability 
in which lie the vested interests of the ’haves’. 
If the call for a ‘new economic ordei’ is in¬ 
terpreted in some quarters as reflecting a 
‘growing unsteadiness in the world's under¬ 
standing of itself, it is because it is a reflec¬ 
tion simultaneously of fear of ‘blood- 
dimmed tide of anarchy’ on the part of the 
beneficiaries of the earlier arrangement and 
hope of ‘the dawn’ in which it is ‘bliss to 
be alive’ on the part of its victims.'®^ 

The recent extension of the ideology of 
order to international level calls for discus¬ 
sion of the process which are even more 
complex than in historical studies. This is 
because involved in the complex processes 
are the relationships not only between 


groups occupying different positions in tlie 
hierarchy of wealth and power within coun¬ 
tries but also between different countries at 
different levels of development (the level of 
development being interpreted to encompass 
both the level of productive forces and the 
stages in the transition to new social modes 
of production). Secondly, the concept of a 
•new economic prder’ involves confrontation 
between what is essentially an apologia for 
the status quo and a case for a change away 
from a system built around ‘unequal rela¬ 
tions’ and towards a greater measure of 
equity. 

The concern for the problem of poverty 
has two important implications. From the 
viewpoint of expanded reproduction which 
would at the same time re^ss the lot of the 
poor, the ‘disposition’ of surplus is as im¬ 
portant as ‘generation’ and ‘realisation’ of 
it. In a situation where the problem is the 
shortage of surplus rather than its abun¬ 
dance and whcic profit-propelled growth 
puts a premium on the production ol 
‘luxuries’ the pattern of allocation of surplus 
to Marx’s three departments becomes 
crucial. 

Secondlv, a mechanical perception of the 
state, of eithci liberal or Marxist variety, 
doe.s not serve a useful purpose. The liberal 
or ‘democratic pluralist’ view of the state as 
a rational, class-neutral actor, which seeks 
to promote .some well-defined national in¬ 
terest, ill-accords with the Marxian para¬ 
digm. At the same time, the Marxian view 
of the state as the ‘instrument’ of a ruling 
class fails to distinguish between “the state 
autonomously acting on behalf of the rul¬ 
ing class and its acting at the behest of that 
class’’.'®** The degree of autonomy, which 
the state enjoys, reflects the extent to whi'-h 
class struggle and pressure from below 
challenge the hegemony of the ruling class. 
On the other hand, to the extent that the 
ruling class does not completely lose the 
hegemony, the ruling class and the state 
share a common interest in maintaining 
social order. Relucunce to ‘rock the boat’ 
involves obvious constraints on the power of 
the state to intervene to overcome the basic 
contradictions.'®* 

In addition to the inherited and current 
economic contradictions, there are political 
and ideological factors which need to be 
taken into account. Underdeveloped coun¬ 
tries are heterogeneous in the .sense that each 
represents not only a particular combination 
or a specific interlocking of .several ‘pure’ 
modes of production' but also a ‘distinct 
social formation’. While this requires a 
thorough understanding of specificities in 
each concrete situation, a case cannot be 
made; as E P Thompson does, for a unitary 
social knowledge. A ‘unitary knowledge of 
society’ can easily lead to empty generalisa¬ 
tions and any attempt to deal with 'all things 
under the sun and some others as well’ as 
Engels put it of Duhring, cannot be expected 


to provide aiv. rigorous miJervianding."® 

The crippling siaie of bourgeois social 
sciences has to be attributed not so much 
to their operating as ‘isolated systems' but 
to the absence of an appropriate concept of 
totality. For instance, economics has become 
a technical exercise which ignores the rela¬ 
tion of production and the role of conflict, 
power and coercion in economic process 
while political theory ignores the economic 
forces. It is hardly surprising (hat the split¬ 
ting up of investigation involved in such 
compartmentalisation should prevent the 
underlying determinants of the social for¬ 
mation from coming into view. 

While compartmentalisation as such need 
not be Inconsistent with historical 
materialism, social formation concretised as 
‘socio-historical process’ cannot be concep¬ 
tually understood without ‘theory’. In fact, 
theoretical abstraction is an essential and in- 
dispen.sable requirement for the purpose of 
scientific analysis. D-eating present as history 
docs, howevei, imply the recognition that 
theoretical categories and conceptual struc¬ 
tures are not given oiKe for all but need to 
be reformulated as time rolls on. 
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Energy-to open up your sources of power 


Voltas IS the largest manufacturer of mining 
equipment in the private sector. It has created 
many facilities to develop energy sources such 
as coat and electricity. Thus Voltas is also an 
important name m electric motors, 
transformers, switchgear and capacitors. Energy 
Is a major example of the multi dimensional 
activities of Voltas. 


Voltas is what it has to be. An extensively 
diversified business to satisfy the essential 
needs of society. It believes excellence in 
performance is an achievable virtue. 
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An Early British Government Initiative 
in the Genesis of Indian Planning 

Raghabcndra Chattopadhyay 

While the idea of planning emerged as central to Indian nationalist economic thought only after the election 
of 1937, economic planning was a known concept to Indian thinkers in early twentieth century. Gokhale in 1903 
and K T Shah and Visvesvaraya in the early twenties had stressed the importance of economic planning. In the 
early years of the thirties, people like Visvesvaraya, Mitter, Birla and Sarkar were enthused by the de facto 
recognition by the British rulers of the Indian demand for a positive role of the state in organising the socio¬ 
economic development of the country. This allowed them to formulate blueprints of plans and appeal to the colonial 
regime to implement them. 

This article discusses the early British efforts at planning in India with an attempt to explicate the logic of 
this effort and its failure. The mode and the economic objectives of planning attempted at by the British officials 
during 1930-34 did not differ qualitatively from what Indian planners were to advance later. This study, it is hoped, 
will enable us to understand better both the ideology of the colonial state during the last two decades of British 
rule in India and that of a bourgeoisie which grew up under colonial aegis and aspired to build up its own new state. 


I 

Iniroduvtioii 

IN inosi of the existing literature on socio¬ 
economic planning in India, the word ‘plan¬ 
ning’ has an aura of piogress attached to it. 
Even to authors critical of Indian five-year 
plans, the concept of planning relates to a 
progressive phenomenon. Indeed, in the ex¬ 
isting historiography, planning has assum¬ 
ed the character of an independent and 
autonomous effort by Indian nationalists led 
by Jawaharlal Nehru, its ‘architect’. 

In gcneial, the historiography on the sub¬ 
ject starts with independence. In the works 
of those few authors who went into the ’pre¬ 
history’ of planning, the chronological 
sequence starts almost invariably with 
M Visvesvaraya’s “Planned Economy for 
India”, published in 1934'—which is claimed 
as the “pioneering effort”—and then goes 
through the National Planning Committee, 
formed by the Indian National Congress in 
1938, to the ‘Bombay Plan* of the Indian 
capitalists in 1944. The ‘People’s Flan’ and 
the ‘Gandhian Plan’ are mentioned en pas¬ 
sant and an acknowledgement is sometimes 
made of the efforts of Ardeshir Dalai who 
headed the Planning and Development 
department which produced the plans of 
the British government of India in the 
mid-1940s. The ‘pre-history’ ends with the 
formation of the Advisory Planning Board 
by Nehru in 1946. In all this, the fact which 
is missed out is that, already, in the early 
1930s, the British officials in India had tried 
to set up a plan machinery and that in at 
least one province, the UP, a planning com¬ 
mittee had already been formed in 1934.^ 

The explanation of this omission lies in 
the ideology of all these historians, both of 
the ‘right’ and the ‘left’ variety. ‘Planning’ 
to them is a part of a nationalist offensive^ 
developed during the struggle for indepen¬ 
dence, within the overall strategy to bring 
about a bourgeois-democratic revolution—if 
not sDctalism—in India. Hence the search 
for Indian ‘pioneers’. In search of this 


Indianness in planning, some historians 
travel back to the last decade of nineteenth 
century and find the idea of planning in the 
etaiisme embroyonic in the ideas of the ‘early 
nationalist economists’ like M V Ranade, 
Dadabhai Naoroji et al.^ 

It is widely acknowledged that the success 
of the first plan in Soviet Russia during 
1928-33, in sharp contrast to the crisis of the 
Great Depression in the capitalist world, 
made the entire world ‘plan-conscious’.'^ 
That success led many of the non-socialist 
nations to take up planning as a serious 
measure to develop their economies and to 
attempt to solve their economic problems 
through planned state intervention. In the 
USSR the idea of planning served as a 
political concept to mobilise the entire peo¬ 
ple to transform society. Since the Soviet 
state had socialised all the major branches 
of the economy, it was incumbent upon the 
state to direct and control and thus plan all 
economic activities. But planning within that 
system was more than just an alternative to 
a market-based economy. It was a central 
aspect of the socialist ideology of dictator¬ 
ship of the proletariat. Rapid industrialisa¬ 
tion of the society was a pan of that Leninist 
ideology, but industrialisation as such was 
not its goal. Even in Russia, the first plan 
was launched eleven years after the establish¬ 
ment of Bolshevik rule and only after 
solving the major problem regarding land- 
relations in rural Russia. But the aspect of 
Soviet planning which attracted the non¬ 
socialist nations was not its function as the 
means to achieve a comprehensive social 
transformation but its mechanics, that is, 
planning as a technical economic method 
divorced from politics and intended chiefly 
to bolster- capitalism through state-inter¬ 
vention. This was the politics of planning 
in the non-socialist countries. Planning, 
treated as an economic exercise could help 
to maintain the stability of a capitalist 
economy. It also enabled, as we shall see, the 
colonial power in India to attempt a planned 
economic management to serve their own 


purpose of political legitiinisation of the Raj 
through economic measures. The failure of 
British effort in India signified the in¬ 
separability of the economic from the 
politicul. 

The Indian ‘pioneers’ responded to the 
British effort by producing their own plan 
programmes. The early, and later, Indian 
planners adopted a similar stance. From 
Visvesvaiaya, the first Indian planner, to 
Nehru, its principal architect, all the 
‘pioneers’ emphasised on the industrialising 
aspect of planning. ‘Industrialism’, as 
Visve.vvaraya put it, was the talismanic con¬ 
cept to solve all the problems of poverty in 
India. But, while in the free capit^ist world 
planning was an effective method to stabilise 
a crisis-ridden system, Indian planning was 
soon to be associated with the concept of 
freedom and nation-building. After indepen¬ 
dence, the new rulers had the task of prov¬ 
ing their worth in nation-building. Since no 
drastic measure to change the basic struc¬ 
ture of social relations was on the agenda 
and reforms were opted for on all issues of 
property relations, planning as an economic 
exercise played a major role. The new rulers 
had the du^ problem of maintaining a pro¬ 
gressive facade within a capitalist framework 
and having to appear independent from aiv 
imperialist influence, material or ideological. 
The concept of Nehruvian socialism, to be 
actualised through planning, was a solution 
to the first problem. The claims of Indian 
origin in the thinking on planning was 
necessary to establish the iedological auto¬ 
nomy of the new state. 

Existing historiography on Indian plan 
efforts is yet to break away from this na¬ 
tionalist paradigm. The ‘left’ in India, with 
their unquestioned acceptance of the equa¬ 
tion between industrialisation and socialism, 
did not find it necessary to challenge this 
paradigm. Indeed they remained, by and 
large, part of the same nationalist tradition. 

Even to E M S Namboodiripad, one of 
the very few authors to situate the idea of 
planning within the framework of Indian 
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economic and political thought, the criticism 
of Visvesvaraya’s Plan is meant not to 
“detract from its importance as the first 
serious attempt at tackling India's basic pro¬ 
blems”. He regards Visvesvaraya’s book of 
1934 as "the precursor of the subsequent 
efforts ipdde by the bourgeoisie to reorganise 
and modernise Indian economy along capita- 
''^ist line”, and cites it as evidence in support 
of his own generalisation that this bour¬ 
geoisie, once entrenched in power, could “use 
the state machinery as instruments of strug¬ 
gle against imperi^ism”.'’ He thus concedes 
the claim made by the bourgeois nationalists 
to have originated a wide-ranging and effec¬ 
tive strategy for opposing the imperialist 
presence in India. In addition, he seems to 
suggest that 'planning', even of the 
Visvesvaraya kind, was the only means of 
tackling India's basic problems. Here he is 
on common ground with bourgeois ideolo¬ 
gues such Us Nehru. 

Although Visvesvaraya is generally con¬ 
sidered as the ‘pioneer’ in India in speak¬ 
ing out about the necessity of planning in 
India, the evidence contradicts the myth and 
shows that he was only one among a number 
of Indians who started talking and writing 
on the subject during the period immediately 
after the Great Uepre.ssion. S C Mitter 
published, in 1934 itself, a large book chalk¬ 
ing out a plan for the economic development 
of Bengal.^ Again, in that same year, 
G D Birla* and N R Sarkar^—the two 
leading spokesmen of the Federation of 
Indian Chambers of Commerce and Indus¬ 
tries (FICCI)—made planning the central 
theme of their speeches in the annual session 
of FICCI. The year 1934, in a way, stands 
out as the bench-mark in the history of the 
idea of planning in India. The Central 
Assembly and a few of its provincial coun¬ 
terparts were also seized of the question of 
planning in that year. All this goes to show 
that by that year Visvesvaraya was not alone 
in his effort to bring about a ‘planned 
economy for India’. As a matter of fact, all 
these individuals' contribution to the discus¬ 
sion on planning had been preceded by a 
bureaucratic initiative towards planning 
through proposals formulated in 1930 by 
some members of the viceroy’s executive 
council of the government of India. Indian 
thinking on the subject in 1934 must be 
regarded primarily as a response to the 
ofFicial moves in the direction of planning 
during the early thirties.'*’ 

This is not to say that the Indian think¬ 
ing on the question of planning was simply 
borrowed from the British. As opposed to 
the nationalist paradigm there exists an im¬ 
perialist paradigm of Indian history which 
portrays the entire nationalist movement as 
the product of British efforts in lightening 
. the ignorant Indians. Everything that hap¬ 
pened in the last few decades prior to the 
‘transfer of power’ is supposed to have been 
orchestrated by the British and Indian elites 


only played second fiddle to the British 
master. Here we should reiterate the fact that 
the idea of planning was already a globally 
accepted state strategy. While in 1934 the im¬ 
mediate impetus to Indian thinkers came 
from the efforts made by the government of 
India during 1930-34, and the latter in its 
turn learnt its lesson from the global effort 
at that period, the long-standing anti-laisrez- 
/aire tradition in Indian economic thinking 
had already prepared the ground." 

While the idea of planning emerged as 
central to Indian nationalist economic 
thought only after the election of 1937, 
economic planning was a known concept to 
Indian thinkers in early twentieth century. 
Gqkhale in 1903,'^ and K T Shah'’ and 
Visvesvaraya'* himself, during the early 
twenties, had stressed upon the importance 
of economic planning. In the early years of 
the thirties, people like Visvesvaraya, Mitter, 
Birla and Sarkar were enthused by the de 
facto recognition by the British rulers of the 
age-old Indian demand for a positive role 
of the state in organising socio-economic 
development of the country. This allowed 
them to formulate the blueprints of plans 
and appeal to (he colonial regime to imple¬ 
ment them. 

The present aiticle discusses the early 
British effort for planning in India with an 
attempt to explicate the logic of this effort 
and of its failure. Although no compaiison 
is made here between British and Indian 
thinking o:i the subject in pre-independent 
India, it may be discerned from what follows 
here, that the mode and the economic ob¬ 
jectives of planning attempted at by the 
British officials during 193(j-34 did not dif¬ 
fer qualitatively from what Indian planners 
were to advance later. This study, it is hoped, 
will enable us not only to understand better 
the ideology of the colonial state during the 
last two decades of British rule in India but 
also that of a bourgeoisie which grew up 
under colonial aegis and aspired to build up 
its own new state. 

II 

Schuster’s 'Notes on Economic 
Policy* 

In 1930, George Schuster, the then Finance 
member of the viceroy’s excutive council, cir¬ 
culated a paper, 'Notes on Economic 
Policy”* within the different departments 
of the government of India. The idea of 
planning was mooted for the First time in 
the ofFicial circles in India in these 'Notes’. 
Although it was circulated by Schuster, that 
paper was more than an individual’s brain¬ 
child, as witnessed in the introductory lines 
of the 'Notes’. 

In the following paragraphs [writes Schuster] 
1 set out certain general ideas which have 
been the subject of conversations between 
myself and several of my colleagues—-princi¬ 
pally (he Hon’ble Member of Commerce and 
the former Hoii’ble Members of Education, 


Health and Lands, and Industries and 
Labour. These conversations led to the 
preliminary discussion of a proposal for con¬ 
stituting in India something on the lines of 
the economic advisory council which has 
been created by the British government. 
The idea of an ‘economic advisory coun¬ 
cil’ for India, thus, arose out of the one 
recently formed in Britain. The British 
Indian efforts, however, envisaged a scope 
for the proposed council far greater than 
that chalked out for the one in Britain. 
Before going into the details of Schuster’s 
‘Notes’, a few words on the evolution of the 
economic advisory council in Biitain may 
not be out of place here. 

The British economic advisory council 
was formed in January 1930 by the second 
Labour government in Britain soon after 
Ramsay MacDonald and his party had been 
elected to ofFicc in 1929.'"’ England was fac¬ 
ing acute unemployment problems. The 
council was intended to advise the govern¬ 
ment on all matters of economic policy and 
to ‘make continuous study of developments 
in trade and industry and in the use of na¬ 
tional, imperial and international economy 
with a bearing on ihe prosperity of the 
country’.'* The council in England was 
shortlived—1930-32- but it “served as an 
essential stepping-stone towards the more 
ambitious advisory system devised during 
the early stages of the second world war, 
when it was transformed first into Stamp’s 
survey of war plans and then, via the Cen¬ 
tral Economic Information Service, into the 
Economic Section of the Cabinet Office.”"' 

The inspiration and rationale for forming 
the economic advisory council in England 
derived from the Liberal ‘Yellow Book’ on 
Britain's “Industrial FutureF which had been 
produced in 1928 by a distinguished group 
of experts under the chairmanship of Walter 
Layton. This group included Keynes and 
Henderson. It was widely recognised that 
Britain faced special problems of a structural 
character resulting from the long-term 
decline in competitive power of the basic ex¬ 
port industries, notably coal, iron and steel, 
cotton and shipbuilding. ‘Rationalisation’ 
was the all-efnbracing solution offered to the 
problems of these industries and entailed the 
elimination of excess capacity and reduaion 
of costs through re-organisation into larger 
production and marketing units. 

The much avowed /(ru;sez-/<»>e philosophy 
was already on its way out hnd was being 
replaced by new ideas of the role of the state 
in Britain itself. The Great Depression and 
the international liquidity crisis had sounded 
its death-knell.”’ Although the concepts of 
managed economy and welfare state were to 
gain a Erm foothold in English politkai 
philosophy only after J M Keynes published 
his “The General Theory of Employment, 
Interest and Money’’ in 1936, Rimsevelt in 
USA had already anticipated a number of 
so-called Keynesian ideas in his New Deal 
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much earlier. Even in England in the late 
twenties, Keynes was not alone in his 
economic thinking. Keynes and Henderson 
were the liberals who argued for the cause 
of managed-economy.’* Within the Labour 
ftjty itself there were people like G D H Cole, 
R H Ihwney, Ernest Bevin and Oswald 
Mosley who preached their peculiar mixture 
of Keynesian liberalism, Hobsonian socia¬ 
lism and Italian fascism, while within the 
Conservative ranks were those, such as 
L S Amery, Oliver Stanley, Robert Boothby 
and Harold Macmillan, who believed in 
‘positive’ economic policies.^ Indeed, such 
an attitude cut across all three of the major 
British political parties, though it was yet to 
gain acceptance as the dominant view of any 
of them. The role of the state in sponsoring 
rationalisation and in arresting the process 
of deline by means of various expedients, 
ranging from export promotion and tariff 
truces to a full-blooded system of protection, 
had become a major area of policy debates 
in the 1920s. These debates led to the for¬ 
mation of the council in 1930.^* 

In India too, economic thinking and 
political perspective were shaping up for a 
change. The growing tide of agrarian and 
urban unrest had worried Delhi and London 
since 1928. The rulers in India were well 
aware of what they satv a,s the economic 
causes of these unrests, l.inlithgow, in his 
capacity as chairman of the royal commis¬ 
sion of agriculture, had written to Baldwin 
in 1927, “Our troubles in India are due at 
root far more to economic causes than many 
of the clever ones suppose. Unless by good 
administration we secure to the cultivator, 
‘a fair share of the good things of life’..., 
we shall lose our jobs and we shall deserve 
tol’^'* Regarding the labour situation the 
viceroy, in 1928, wrote to the secretary of 
state, “.. .the most effective way to remove 
industrial unrest is improvement of labour 
condttions. The nettle has to be grasped 
some time and what better time is there 
likely to be than now when... it is impor¬ 
tant to show that the measures for 
maintenance or order do not mean want of 
sympathy with labour!’^^ 

The political agitations had a direct bear¬ 
ing on constitutional reform. But the ap¬ 
pointment of the all-white statutory commis¬ 
sion in 1928 helped to stimulate political 
actions rather than lull them to sleep. The 
government was alarmed at the unity of 
Indian opinion against the Simon Commis¬ 
sion. Anticipating a boycott of the statutory 
commission’s recommendations, Irwin made 
his famous declaration about dominion 
status as the goal of British policy in India. 

The government’s initiative to rally the 
‘moderates' by these declarations was how< 
ever nulliHed by the Congress response. On 
November 2,1929, the Congress had issued 
its ‘Delhi Manifesto* and in December 1929 
the Lahore Congress, with the ‘left-wing’ in 
control, passed resolutions to the effect that 
the ultimate objective of the Congress was 


severance of the British connection. 

To the rulers of India the increa.sing 
popular struggles for freedom in the sub¬ 
continent made no sense except in term.s of 
economic grievances. During the 1920s most 
sections of Indian businessmen also had 
reacted sharply against the government’s 
economic policies. Great battles were fought 
on the rupee-sterling ratio question. There 
were other issues, such as those relating to 
protection of the cotton textile industry, 
which engaged the business classes in bitter 
conflict with the government. They gravi¬ 
tated towards the Congress, since the move¬ 
ment led by that party looked as if it might 
prove a useful platform for voicing their 
economic demands. In other words, they 
were eager to mobilise ‘nationalist’ support 
in order to impress on the British authority 
the need for concessions in favour of indi¬ 
genous enterprise. However, when the Con¬ 
gress conference at Lahore in December 1929 
rejected the Delhi Manifesto as too mild and 
called for the repudiation of Indian debt and 
a movement for complete independence, and 
Gandhi prepared to launch civil disobedi¬ 
ence, some busine.ssmen felt extremely per¬ 
turbed. One of them, P Thakurdas, urged 
liberal and moderate leaders like Sapru and 
Malaviya to unite the rest of political India 
“to make up for this lapse by the Con¬ 
gress’’.^ At the same time he wanted to 
press it home on the government that the 
best way of strengthening the hands of the 
liberals and the moderates would be to grant 
generous concessions to India.^’ But Bri¬ 
tain, caught in the throes of a general 
economic crisis, could not afford such con¬ 
cessions. Far from yielding to the pressures 
of Indian business interests, the government 
of India, therefore, responded by foisting on 
the country a stringent monetary policy 
which, taken together with the negative 
aspects of the depression, merely helped to 
stiffen the attitude of many businessmen. 
“Unless there is a general improvement'tin 
the economic condition of the people and 
the cultivators have a stake in the country’’, 
wrote Ambalal Sarabhai to Thakurdas, 
“Bolshevik propaganda will find fertile soil 
in India’’.Matters were made worse when, 
in March 1930, the government hustled 
through the Cotton Protection Act, with 
preferential treatment for Lancashire. A 
large group of opposition membei» led by 
Malaviya resigned from the legislative 
assembly.^** Many spokesmen of business 
interests urged support for the civil disobe¬ 
dience movement as a means of strengthen¬ 
ing Gandhi’s hand in negotiating with the 
government.*® 

Gandhi launched the civil disobedience 
movement in April 1930. By the middle of 
the year his bu.siness allies had moved closer 
to the attitude adopted by their 'moderate' 
colleagues, lb keep the agitation alive, Nehru 
and others urged a more active campaign. 
But ‘uncontrolled’ unrest grew in the coun¬ 
tryside. The no-tex campaign.s showed strong 


tendencies to turn into no-reni movements. 
Economic distre.ss, police brutality and 
hopes of ‘Ram- Raj’ aroused by Gandhi com¬ 
bined to create a difficult situation for the 
British authorities in India.'* 

On the economic front Indian industrialists 
and business groups continued to clamour 
for a change in fiscal policy and full-tariff 
protection for indigenous products.** Birla, 
in his presidential speech in the annual 
general meeting of the Federation of India 
Chambers of Commerce and Industries 
(FICCI) in February 193( ,*’ pointed to tlie 
economic plight of Indian people as the 
most important cause of the prevailing 
‘discontent in the country’. The industries, 
in his opinion, were anaemic because of the 
extremely low level of purchasing power of 
the people. India being mainly an agricul¬ 
tural country and partly an industrial one, 
“production should be increased in both 
fronts’’.''* He warned that thing;, could not 
remain as they were: “the placid contentment 
of the masses is already disturbed. Even the 
worm at a certain stage begins to turn, and 
the dissatisfaction of the dumb millions, 
unless its causes ate removed, is bound to 
make itself felt one day!'** He, therefore, 
appealed to all concerned, urging them to 
“adopt in time a far-sighted policy’’. He 
particularly called on the government to pro¬ 
mote “a national policy, which might be 
summed up as India first and India 
last”.'*' Birla's Piesidential speech would 
have reHected the opinion of the majority 
of Indian industrialists and merchants. And 
it was addressed directly to Schuster who 
chaired this meeting as the viceroy’s 
representative. 

The ‘Notes on Economic Policy’ was writ¬ 
ten in the context of changing economic 
thought and political developments narrated 
in brief above. The government was called 
upon to take certain steps to ameliorate the 
poverty-stricken condition of India. The pro¬ 
blem however was not one of poverty alone. 
The indigenous capitalist class had already 
established itself firmly in the political arena 
and their plea for concessions was made and 
heard as a distinctly nationalist demand. 
Politically the situation was vo.’ ttile lb make 
matters worse, the boycott movement had 
begun to affect British business interests in 
India.** 

It i.s in the light of this looming politico- 
economic crisis that the ‘Notes on Economic 
Policy’ by Sir George Schuster has to be 
reviewed. As already noticed, the idea of for¬ 
ming a body similar to the economic ad¬ 
visory council in Britain was first put for¬ 
ward by Schuster among his colleagues in 
the viceroy’s executive council during the 
winter of 1929-30.** It was understood by 
Schuster and his colleagues that there was 
a “growing appreciation among the Indian 
public of the importance of economic ques¬ 
tions, and a growing demand, first, that the 
government should frame and pursue a con¬ 
structive economic policy, and secondly, that 
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unofficials should have a share in framing 
it”.” The political importance of such a de¬ 
mand could hardly be doubted: “it \sas in¬ 
deed to a great extent no more than a natural 
symptom of the growing demand in India 
for representative and responsible govern¬ 
ment”.'* This was by no means a uniquely 
Indian phenomenon. On the contrary, it was, 
according to Schuster, the expression of a 
very general and world-wide ‘tendency’. For 
the first world war had “upset the ordinary 
process of economic life, and created forces 
and oscillations of an artificial and un¬ 
precedented kind which have forced govern¬ 
ments to intervene and give a lead to the con¬ 
certed national effort... required to cope 
with these conditions”.^' 

Schuster drew his examples of such .state 
intervention from countries like Australia, 
Germany, Japan, the US and, naturally, 
Russia.'*^ The Russian case attracted his 
special attention not only because of the suc¬ 
cess of planning in Russia—and he quoted 
from Maurice Dobb's review on Russian 
planning to ctnphasise this point--but also, 
because, “there (wasj said now to be a 
tendency for the ‘advanced’ youth of India 
to look more and more to Russia as an ex¬ 
ample and a guide”.'*' 'fhus the political 
consideration was already there. Although 
laissez-faire was still the avowed policy of the 
rulers in India—and Keynesianism was still 
a far-cry even in Britain—yet what we find 
here is that the state was seized with a 
political problem for which it was tiying to 
find an ^ronomic' solution. Geoige Schuster’s 
effort at ‘planning’ was not simply an in¬ 
dividual’s benevolent or far-sighted attempt 
for the amelioration of poverty. It was the 
state which was speaking through him and 
groping for a solution.*^ 

The year 1930 marked a critical Juncture 
in the career of the colonial state. Never 
before had it felt itself more alienated from 
its subjects. For that year saw the culmina¬ 
tion of a decade of the most momentous 
political developmenu in the sub-continent. 
The Congress had emerged in that period 
as a massive nationalist force; equippt^ with 
a vigorous, if small, left-wing which, under 
the leadership of the young Jawaharlal 
Nehru—indoctrinated in socialism from his 
sojourn in Europe—was vocal about its anti¬ 
imperialist and socialist views.*' A Com¬ 
munist party, too. had already been form¬ 
ed. The organisation of the workers in a 
trade union movement and of peasants in 
kisan sabhas was understood by the authori¬ 
ties as the symptoms of a growing radical 
challenge. (The Kanpur Conspiracy Case 
was their first awkward response to what 
they feared as the advent of Bolshevism.)** 
Altogether there was a pervasive mood of 
impatience and restiveness which was dif¬ 
ficult for the government to ignore: even the 
habitually obsequious class of Indian busi¬ 
nessmen and industrialists had gone so far 
as to unite themselves under the aegis of the 


FICCT as a petulant gesture of defiance 
against the Associated Chambers of Com¬ 
merce (ACC), formed as the exclusive club 
of European capitalist interests in India. 
And if all these signs of alienation added 
up to varitable crisis of authority for the 
colonial regime, it was compounded further 
by the crisis of world capitdism caught up 
in the throes of the Great Depression. 

Altogether the situation called for an in¬ 
tervention by the state in the life of the 
colony in a manner more direct and positive 
than ever before. One of the consequences 
of such intervention was to demonstrate, 
with unprecedented clarity, the political 
character of its economic measures. This is 
made explicit in Schuster’s 'Notes’ in so far 
as they acknowledge that “all economic 
discussion in India is conducted, not with 
scientific accuracy on the basis of reliable 
statistics and impartial evidence, but in an 
atmosphere of political bias”,*' and assign 
to the proposed economic advisory council 
the role of an instrument “for co-operating 
with unofficial opinion so that government 
may not only get the advantage of advice 
and ideas from those who arc actually 
engaged in economic activities, but also 
carry public opinion to some extent with it 
in its actions”.** That the 'Notes’ was not 
merely designed by its author with political 
consideration in mind, but was indeed icad 
as a political document by others is illus¬ 
trated further by the response it evoked in 
official circles. “What is wanted”, wrote 
J A Whitehead, the Trade Commissioner, in 
hts comments on the document, “is not so 
much the pix>vision of more economic statis¬ 
tics as the presentation of the statistics 
already compiled, the deductions to be 
drawn from those statistics and an ocplana- 
tion of what government does in various 
directions in a readily readable form in cur¬ 
rent newspapers.”*’' It is comments like 
these which help clearly to identify Schuster’s 
‘Notes’ as a political document born of the 
crisis of Britain’s Indian empire and recog¬ 
nise the primarily political character of the 
planning processes and institutions envisaged 
in it. 

Ill 

Responses to Schuster's Proposals 

To go back to the history of planning, 
Schuster and his colleagues’ proposal for the 
formation of an advisory council was initially 
confined to the members of the viceroy's 
council. It was a closely guarded secret, and 
although Schuster wanted to make a state¬ 
ment in his budget speech of 1930 “to the 
effect that the government were considering 
action on these lines and would be glad to 
receive suggestions from the unofficial ben¬ 
ches”,” the council decided against it on 
the grounds that “it would be dangerous 
even to throw out this general idea until we 
had considered more carefully how far we 


were prepared to go”” 

But, by this time, the idea of an economic 
advisory council had attracted the attention 
of a part of the Indian elites as well. This 
was evident during the budget discussion, 
when R K Sanmukham Chetty declared 
from the opposition benches: 

.. .the honourable the finance member 
should concern himself, not merely with the 
task of balancing the budget, but of improv¬ 
ing the general economic situation of the 
country, improving the agricultural and in¬ 
dustrial situation in the country and in that 
task, may I give him a suggestion? He must 
appoint an economic advisory council, on 
the lines of the council recently announced 
by the Labour government, so that such a 
council might, from time to time, advise the 
central government as to the measures that 
are to be taken for developing the vast natural 
resources of the country, and thereby increas¬ 
ing the national wealth of the country and 
place at the disposal of provincial govern¬ 
ments funds for nation-building services 
Once the issue was raised by the ‘un¬ 
official’ side in this manner, Schuster had 
his way cleared. It was settled aftci a fur¬ 
ther discussion in council that he should give 
a sympathetic response to Chetty’s proposals 
in winding up the general debate on the 
budget, and invite the unofficial leaders to 
confer with the members of the council in¬ 
formally upon it." 

Accordingly, a meeting was held on Maich 
16, 1930 at which were present the members 
for indu.stries and labour, commerce, finance, 
and education, health and land representing 
the official side. The ‘uiiofficial’ represen¬ 
tatives were G D Birla, S Chetty, M Cooke, 
M A Jinnah and P Thakurdas. But the time 
chosen was not conducive to any agreement 
between the official and unofficial points of 
view regarding the formation of such a 
council. The budget of 1930 itself led to a 
revival of political movements. The Cotton 
Protection Act which the government in¬ 
troduced in a hurry to protect Lancashire 
through preferential treatment made matters 
worse. Although Gandhi’s movement was 
not due to start until April 1930, the meeting 
held on Marqh 16 already foreshadowed the 
coming alignment of different political 
views. While M A Jinnah, whose difierences 
with the Congress party were pronounced, 
supported the idea put forward by Schuster 
and his colleagues, Birla was definitely 
against it. He “feared that such a council 
would be bound to consider questions of 
policy on matters which properly fell in the 
sphere of provincial governments and that 
constitutional difficulties would arise”.'* 
Thakurdas also was not kiren to accept the 
idea. He was of the view that no construc¬ 
tive economic programme in India could be 
effective unless it included a full-blooded 
protectionist policy." 

Thus the political import of an economic 
advisory council was not missed by the 
leaders of Indian business at all. Schuster 
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grasped this very clearly indeed, and summed 
up the difficulties as follows: first, he feared 
that “the political patties would seek to con¬ 
trol |X)licy through such a council and might 
not take much interest in it if this were not 
possible”, and secondly, there would be 
"constitutional difficulties between the cen¬ 
tra! government and the provinces”.’'’ Even¬ 
tually, the only recommendation on which 
all parlies attending the meeting could agree 
was that it “would be valuable to constitute 
a council on the lines suggested, recognis¬ 
ing that its sphere for the moment might be 
limited to one of research”.” 

Although the meeting did not yield any 
concrete proposal for the formation of an 
economic advisory council, Schuster and his 
colleagues in the viceroy’s council did not 
let the matter end there. They wanted to go 
forward and organise an economic con¬ 
ference of the representatives of the provin¬ 
cial governments in May or June of that year 
at Simla. However, as a first step it was sug¬ 
gested that, prior to any official communica¬ 
tion with the provinces, the viceroy might 
write personal letters to the governors in¬ 
viting their opinions on the general idea.’* 
This was done. The responses of the gover¬ 
nors were mixed. While the governor of 
Bengal heartily welcomed the proposal, 
Montague Butler of the central provinces 
was quite sceptical about the efficacy of such 
councils. For the central issue was very clear 
to him: “Economics in India tend to be 
treated politically?’’’' The governor of Punjab 
thought that the local board of economic en¬ 
quiry in Punjab was already working in the 
same direction at the provincial level and 
could be emulated for the formation of the 
centjal economic advisory council.'* In 
spite of all reservations, however, the idea 
of the council was accepted by all the pro¬ 
vincial governments, and they started making 
preparations for the forthcoming economic 
conference proposed by the viceroy. 

Schuster also wrote to Arthur Salter, 
secretary of the economic and finance sec¬ 
tions of the League of Nations, for infor¬ 
mation about the steps taken in other coun¬ 
tries in the direction of planned economic 
development. Salter, who had made a detailed 
study regarding the role of the state for 
economic development in many countries, 
supplied Schuster with the relevant docu¬ 
ments.''* The.se show that the idea of an 
economic advisory council was not a novel 
one. Russia of course had constructed its 
own planning machinery soon after the 
October Revolution. Germany had set up its 
economic advisory council as early as 1920. 
Some of the other European countries like 
France, Italy, Poland and Greece too, had 
already developed such councils to look after 
their own economic problems, while in 
Australia an informal committee, headed 
its prime minister, S M Bruce, had been 
functioning since the spring of 1927 in order 
to assess, from time to time, the efficacy of 
the methods used to enforce its policy of 


protection.*^ So the notion of harnessing a 
degree of economic expertise into the affairs 
of the state with a view to monitoring its 
activities and steering it towards some de¬ 
terminate objectives, was by no means an 
Indian or British innovation. If anything, 
India and Britain were relatively late-comers 
in the field of managed economies. 

Schuster had not given up his hope of 
establishing a degree of rapport with the 
'unofficial advisers’ in India. However, the 
political situation soon became so volatile 
that he could not make much headway in 
that direction. “If political conditions had 
been normal”, he wrote in some frustration, 
“1 should have felt the arguments to be very 
strongly in favour of continuing and expan¬ 
ding the informal discussions started in 
Delhi. Even though 1 recognise the dangers 
of discussing such matters without having 
carefully worked out our own plans, I should 
have been prepared to take this risk for the 
sake of the political value of impressing on 
public opinion both that we are ‘getting a 
move on’ and that we are prepared to take 
account of unofficial views and wishes, even 
in the early stages of formulating a plan!’** 
In the ptcvailing political climate, he had no 
option other than to concentrate on the of¬ 
ficial side and make his ‘notes on economic 
policy’ the basis of a discussion of economic 
perspectives at a conference of the commerce 
and railways, education, health and lands, 
industries and labour, and finance depart¬ 
ments. According to him, the aim of such 
a conference would be to improve the machi¬ 
nery of government for planning a construc¬ 
tive and co-ordinated economic policy, to 
develop contacts between the representatives 
of official and non-official opinion, and to 
encourage the creation of an intelligent 
public opinion on economic questions, and 
as a means to this end, the provision of 
accurate and instructive economic 
statistics.*^ 

To achieve these, he proposed, among 
other measures, that the provincial banking 
enquiry committees should be kept alive to 
utilise them as the nucleus for a continuous 
study of possibilities and developments in 
the economic field, and that the commer¬ 
cial intelligence department should be incor¬ 
porated in, or at least associated with the 
permanent establishment of the economic 
sub-committee of the proposed council. He 
also wanted to have Arthur Salter invited to 
India the following year in order to make 
an economic survey, and in terms of general 
policy, he recommended that the Punjab 
model should be followed by the provincial 
governments.*’ 

The ‘notes on economic policy’ generated 
an interesting variety of response among the 
heads of the departments and other British 
officials in India. The trade commissioner 
J A Whitehead conceded that something 
had to be done along the tines indicated in 
that paper, but was against the inclusion of 
non-officials in a council. “It would be un¬ 


wise to give non-officials a direct share, in 
assodation with the members of gosernment, 
in the planning and framing of economic 
policy?’** For he feared that Indian non¬ 
official. particularly commercial, opinion 
would try and make use of the council in 
order to force a change in the policy of the 
government of India.*’ His other objections 
were related to the problems of a clash of 
interest and authority between the centre and 
the provinces. Whitehead submitted that in¬ 
stead of an economic advisory council, a 
central board of economic enquiry should 
be formed. The function of such a board 
would be to conduct enquirie.s, but not to 
formulate policies. This, he thought, would 
help to prevent the devolution of unwar¬ 
ranted power in the hands of the Indian 
members which was a distinct possibility if 
Schuster’s advice were to be favoured. 

George Rainy, the commerce and railway 
member, suggested that a civil research coun¬ 
cil, following British precedent, should be 
formed initially. Such a council could com¬ 
plement the work of the agricultural research 
council, which was already there, is dealing 
with non-agricultural matters.** He also ap¬ 
prehended constitutional difficulties with 
regard to the centre-state relationship, etc, 
arising from an economic advisory council. 
He was inclined, like Whitehead, in favour 
of setting up an advisory council devoid of 
any dedsion-making power. “The rule should 
be that the council should consider and 
investigate only those subjects which are 
loferred to it by government, but should be 
free to suggest .subjects which it thinks ought 
to be discussed. 1 would not go further than 
this, for if we surrender control at the initial 
stage, the council may lead us a pretty 
dance.”*"' Another problem which worried 
Rainy was that of the forthcoming Simon 
Commission Report. He felt that the Simon 
Commission Report was ceruin to have 
much to say on the question of the future 
direction of the government of India’s 
economic policy and that in any case the 
issue of the economic advisory council was 
bound to be sidetracked once the commis¬ 
sion’s recommendations were published, 
pressing more urgent issues on the ad¬ 
ministration for at least the next twelve 
months.’® These opinions were shared also 
by the railway board, which saw in the func¬ 
tion of the proposed council a threat to its 
own right to make decisions about railway 
freights and tariffs.’* 

A very interesting comment on the role 
of state in economic development came from 
Frank Noyce, secretary to the GOI depart¬ 
ment of education, helath and lands. After 
enumerating the problems of Indian indus¬ 
tries, Noyce observed that it was ‘axiomatic’ 
that private enterprise could not undertake 
the task of solving them. “It does not, at 
least in India, command the requisite re¬ 
sources cither in men or money. The state 
must, therefore, step in. in a country of the 
.<-i 2 c and political tendencies of India, it is 
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al>o evident that the organ of the state that 
can most efficiently play the role of co¬ 
ordinating agency and of guide is the cen¬ 
tral government; otherwise there will be 
neither a national outlook nc^r a national 
policy. Provincial pariicutari.sm and, 
possibly provincial inequalities of resources, 
will lead if not to actual inefliciency at least 
to a failure to achieve efficiency in the fullest 
measure possible!’'^ This could have been 
the view' expressed by any nationalist of the 
time.” 

With all such reservations, however, most 
of the members of the policy-making body 
of the government of India accepted the idea 
of an economic advisory rouncil. They dif¬ 
fered with Schuster, when they did so at all, 
in the details about the modus operand! 
of such a council, which, if not properly 
thought through, might, they feared, tempt 
the non-official members to use the council 
in furthering the cause of the Indian eco¬ 
nomic and political nationalism and create 
constitutional difficulties between the cen¬ 
tral and the provincial governments. In other 
words, there seems to have emerged, at this 
point, a consensus in the highest official 
circles about the need for a direct political 
initiative on the part of the state itself to 
evolve a machinery for economic planning 
in India. 

IV 

Salter’s Visit to India 

It was Schuster's idea (as noticed 
above)” that Arthur Salter, who was the 
secretary of the economic and finance sec¬ 
tions of the league of nations at the time,” 
should be invited to India to advise the 
government of India on the proposed eco¬ 
nomic advisory council. Accordingly. Salter 
arrived in India in January 1931 at the in- 
viution of the government of India “to give 
them the benefit of his special knowledge 
and experience of organisation existing 
abroad for the study of economic questions 
including both the continuous interpretation 
of current developments and the considera¬ 
tion of plans designed to achieve particular 
purpose and'to advise them on organisation 
matters in relation to the associated position 
in India".” By now the government of India 
was convinced about the efficacy of having 
an advisory economic council. Salter's visit 
to India was viewed by the government of 
India as a positive step in that direction.” 
The tour which included Bombay, Calcutta, 
Cawnpore, Lucknow,. Lahore and Madras in 
its itinerary was preceded by a meeting bet¬ 
ween Salter and the heads of the depart¬ 
ments of the government of India in Delhi 
at George Schuster's house on January 18, 
to discuss different aspects of the proposed 
council.” That discussion held under six 
headings—<0 Composition, etc; of the council, 

(ii) Subjects for discussion by the council, 

(iii) Question of publicity, (iv) Financing of 
the committee.s, etc, (v) Balance of com- 


IHitencics, and (vi) Basis for organi.sations— 
was important enough to merit a review. To 
start with the 'composition of the proposed 
council’, it was envi.saged that a two-tier 
system had to be evolved. Together with a 
central council there had to be provincial 
councils, as many of the economic program¬ 
mes were to be taken up only by the provin¬ 
cial governments. But since a new constitu¬ 
tion based on the Simon Commission was 
in the offing nothing could be done at that 
stage to give any permanent shape to the 
proposed council. Its composition too, could 
not be determined. It was thought that the 
council and the provincial committees would 
be wanting in a sense of responsibility if 
these were made up of too many ‘non¬ 
officials'. If non-officials were inducted to 
such committees then the danger was that 
the opinions or advice of such committees 
would be unacceptable to the government 
concerned. On the other hand, if the com¬ 
mittees were composed of only the official 
members of the central or the provincial 
governments, then they could lose their 
representative character and would not be 
acceptable to the people. Caught in this 
dilemma, the meeting failed to reach any 
firm conclusion regarding the composition 
of the council or of its associated commit¬ 
tees. It was understood, however, that “non- 
official experts would have to be included 
in the committees with sufficient safeguards 
for the government concerned".^’ 

On the ‘subjects for discussion' for the 
council, however, the meeting was more 
specific. Schuster conceived of the economic 
council “not as a body treating detailed day- 
to-day problems of immediate and practical 
import, but rather as examining large ques¬ 
tions and in general exploring the economy 
of the country”*® As such, examples of the 
subjects he wanted for discussion at the 
council would be the establishment of tobacco 
monopoly and jute control by the state, 
financial questions such as co-operative 
marketing, land mortage banks and the esta¬ 
blishment of warehouse certificates to link 
up indigenous trade with the money market, 
production of salt, extension of hydro¬ 
electric power and so on. 

But even the issue of the ‘subjects for 
discussion' involved politics: How could the 
council be stopped from launching out on 
‘undesirable questions’? Salter suggested 
some alternatives: Anything not specifically 
referred by government would be out of 
order; the committee would have initiative 
but subject to a veto by government, or the 
internal safeguard that the decision to em¬ 
bark on a new subject should require a 
substantial majority of the full committee, 
i e, two-thirds or three-fourths." But it was 
understood that none of these alternatives 
could ensure popularity of the council. On 
the other hand, some safeguards were in suiy 
case necessary so that the future govenunent 
under the new proposed constitution should 


not have its freedom of action and policy 
undermined before it came into existence: As 
a result it was proposed that only the 
research side of the committee's future ac¬ 
tivities would be undertaken at that point 
of time, “in order that the materials might 
be got together at once upon which a future 
government might base its policy".® 

The question of ‘balsmce of competencies’ 
was another issue which bothered the mem¬ 
bers in the meeting. It was decided that this 
should be considered under two heads, dif¬ 
ferent principles being adopted in each ca.se. 
The first question was how to get the expert 
elements, and the second, how to get the 
representative elements, both being required 
on this body. Salter asked if it would be safe 
to ask the universities and other organisa¬ 
tions to nominate economists. The members 
were against it and Schuster said that 
“chambers of commerce should certainly not 
nominate economists".® 

Although no reason was given for the ex¬ 
clusion of the ‘economists’, it was perhaps 
not unrelated to the fear, expressed in 
another context by Sir Fazl-i-Hussain, about 
“the danger of politics dominating such a 
body”, for, according to him, “The inter- 
universities board, for instance, had mani¬ 
fested a strong leaning towards the political 
handling of academic bodies”.® So the 
economists would have to be excluded from 
being nominated by public bodies to avoid 
politicisation of economic policies and 
researches. 

The meeting thus could not decide upon 
the structure of the proposed committee and 
its mode of operation in any concrete form. 
It was decided, however, that if the political 
situation permitted—a round table conference 
was soon to be held and the reaction of the 
Indian leaders on a number of important 
political developments was being closely 
monitored*’—a conference of represen¬ 
tatives of the provincial governments, and 
experts nominated by them, would be 
organised in Simla using Salter’s report as 
a basis for its discussion.** 

Failing in his effort at eliciting any con¬ 
clusive guidance from his meeting with the 
government of India’s departmental heads, 
Salter decided to delimit the scope of his 
enquiry to two sets of issues. One of these 
related to questions concerning the constitu¬ 
tion of the central body, the role of expert 
and representative elements, central and pro¬ 
vincial elements, staff, sub-committees, 
power and procedure, and the relation of the 
whole of the proposed organisation to ex¬ 
isting and contemplated central and provin¬ 
cial bodies and institutions, e g, the Imperial 
Council of Agricultural Rnearch, the Ihriff 
Board, the Railway Rates Advisory Commit¬ 
tee; the Indian Central Cotton Committee, 
the Central Jute Committee (when formed) 
and the Reserve Bank (when formed). 

The other set of issues which flguttgl in 
Salter’s enquiry and pttsumably in hit report 
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concerned more general issues about the 
purpose of the organisations contemplated 
and their operations for gathering, process¬ 
ing and prc^ucing information about Indian 
economic performance. As such, the co-or¬ 
dination of economic policy, inter-depart- 
mentally as well as between the central and 
provincial governments, was one of his main 
concerns. Equally so were matters relating 
to the improvement of the statistical and 
commercial intelligence, research into 
economic questions by experts, and the 
provision of machinery to inform public 
opinion."’ 

The response evoked by Salter’s enquiry 
in the top echelons of the bureaucracy coi- 
respond in many respects to that evoked 
earlier by Schuster’s ‘Notes’ among the of¬ 
ficials. One of. the latter, D B Meek, the then 
director general of commercial intelligence 
and statistics, had already met Salter in 
Calcutta and sent him a detailed note on the 
subject of the proposed Council."* 

In its intelligence as well as in its disap¬ 
proval of the idea of an economic council, 
this note was representative of much of 
official thinking at the highest levels. Meek 
had no difficulty in grasping the overall 
developmental aim of the proposal as that 
of “increasing the national income, the supp¬ 
ly of food and the standard of living’’,"* and 
in identifying its “two inimediate reasons’’ 
in the need for specialised knowledge and 
the support of unofficial opinion in fram¬ 
ing economic policies.* But his opposition 
to the notion of a council derived from at¬ 
titudes characteristic of high officialdom. In 
the first place. Meek, like many of his col¬ 
leagues, feared the changes, bound to be 
brought about by such a council, in terms 
of a reduction of the virtual autonomy of 
all departments of government The Simon 
Commission Report, with its recommenda¬ 
tions for constitutional reform, had already 
made a degree of change inevitable in the 
near future. To rock the boat further by 
creating “a hard and fast comprehensive 
organisation during a period of transi¬ 
tion’’*' could only make matters worse. So, 
although he understood the importance of 
“expert investigation and advic^’, he would 
like it to be harnessed by means of the ex¬ 
isting machinery of administration.*^ 
Secondly, his resistance to the idea derived 
to no mean extent from political considera¬ 
tions—from the fear of opposition likely to 
be voiced within constitutional bodies de¬ 
signed to be set up soon in the wake of the 
Simon Commission Report. “At present the 
criticism is criticism of a government not 
rc.sponsiblc to the legislature", he wrote. 
“Under the new constitution the criticism 
will be criticism of the responsible govern¬ 
ment. What the present government and the 
future government require is expert investiga¬ 
tion and advice as to what is considered the 
best policy, if they follow this expert advice 
they wilt at the same tiine have the materials 


with which to meet the opposition;'*" His 
advice, in sum, was to be on guard against 
the risk of exposing the process of economic 
policy-making to politicians and through 
them, to the public, but to keep it firmly in 
the hands of specialists and technocrats 
functioning under 4he aegis of the existing 
bureaucratic apparatus. 

Salter’s enquiry and recommendations 
could not break new grounds for Schuster 
and other enthusiasts for planning within 
the official circles. But, this enquiry 
reiterated the need for 'expert investigation’ 
and ‘statistics’. The importance of statistics 
was never missed by the authority. But when 
it was emphasised by the Indian enquiry 
committee in 1924,** the government did 
not pay any heed to it.*" Now, when the 
question of planning cropped up, the 
government took Special interest in augmen¬ 
ting its statistical organisations. It was very 
well understood by Meek that sooner or later 
it must be the duty of the government “to 
examine continuously the factual positions 
relating to economic conditions and changes 
in India and for the information of the 
government to try to point to the determin¬ 
ing factors of these conditions:’** Now that 
the government was thinking in terms of 
'development' of Indian economy through 
planning, the importance of ‘statistics' was 
doubly felt. In Meek’s own words,,“No con- 
structiw economic policy is possibie without 
continuous scientific study of the conditions 
prevailing in India... as deduced from 
statisticstl data!'*’ And as Meek wrote in h s 
note on Sailer's enquiry, statistics would also 
supply the government with materials to face 
the opposition. In 1930 itself when Schuster 
was trying to convince others in the govern¬ 
ment about the necessity of having the eco¬ 
nomic advisory council. Meek was sent to 
the US by the government of India to study 
the statistical organisations and methods 
adopted there*" After his return Meek sug¬ 
gested some measures including publication 
of monthly statistics regarding production, 
etc, and “long-term surveys of economic 
conditions”, in view of the proposed 
machinery for economic planning.** All 
these figures in Salter’s report and later in 
the Bowley-Robertson Report^so. But the 
officialdom took its own time to organise 
these. 


Se«|u«‘l t<i Sohustor's Initiative 

By 1931, Scliu.vicr’s and his colleagues’ 
effort had reached a bottleneck. Political ex¬ 
igencies took priority over the efforts towards 
planned economic development. Although 
the Congress suspended its Civil Disobe¬ 
dience movement, launched in 1930, by early 
1931 for a proposed talk between Gandhi 
and Irwin, the Gandhi-Irwin pact of March 
1931 failed to solve the problems for the 
rulers. The Congress went back to organise 


a second Civil Disobedience movement in 
1932 which went on until 1934 with varying 
intensity. The other important political 
development concerned the Ottawa Con¬ 
ference in 19.32. By then Irwin wa.s replaced 
by Willingdon as the new viceroy. Although 
Hoarc, the secretary of stale, was keen on 
including representatives of the FICCI in the 
Indian delegation to the conference and both 
Birla and Thakurdas assured Hoare of their 
support,'®' Willingdon was not ready to 
trust Birla Thakurdas.'** The Indian 
capitalists in the FICCI al.so were not interes¬ 
ted to join the conference without Gandhi’s 
support."’" Ultimately when the Ottawa 
Agreement was signed in August 1932 the 
vast majority of the leading Indian capita¬ 
lists were not ready to accept the pact.'®" 
The situation of confrontation between 
the Indians and the British rulers on these 
politico-economic fields did not help Schuster 
to proceed with his efforts. However, the 
proposal for a council was not given up. 
Schuster and his friends continued to pursue 
the matter with the new viceroy and Witling- 
don asked Schuster to prepare a fresh note 
on the subject. In this note, dated June 8, 
1932, the idea of direct state intervention in 
favour of economic planning was reiterated 
more vigorously than ever before, as Schuster 
wrote: 

No government in present economic con¬ 
ditions can afford to carry on with the old 
laissez-faire policy. The need for some kind 
of national planning is being forced on all 
governments... any nation that does not 
make tny such attempt to look after itself 
may find great difllculiies in surviving at all. 

I should like to see the government of 
India attempting to design something in the 
nature of a five-year economic plan.'®" 

As a practical mea.sure he suggested that 
the question of an economic advisory coun¬ 
cil should be taken up for discussion in 
November. This, however, was not done “ow¬ 
ing to the pressure of Ottawa and other 
work”,'®'' although it was agreed in princi¬ 
ple, by the end of the year, that a centra! 
bureau of commercial intelligence equipped 
with a central research statistical bureau 
should be set up at the government of India 
headquarters.'®’ 

This particular decision followed directly 
from a recommendation made in Schuster’s 
note to involve Meek, director of commer¬ 
cial intelligence and statistics (whom we have 
met before), in the planning process.'®* For 
the latter had, meanwhile, changed his mind 
about planning and moved more than half¬ 
way to meet the idea. While, in 1931, he was 
sceptical about the proposal for a council, 
by December 1932 he was convinced of the 
need for “continuous study with a view to 
the orderly development of the economic life 
of the country".'®* He was clearly influenced 
in his thinking on this subject by the Soviet 
Russian experience end its emulation else¬ 
where. The “question of economic planning 
has been brought to the front by the ‘five- 
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year plan’ in Soviet Russia", he observed, 
and "other countries now have begun talk¬ 
ing about five-year or ten-year plans in order 
to overhaul their economic and industrial 
organisation”.'*® The extent of his departure 
from his own conservative stance on this 
matter not so long ago is illustrated in a let¬ 
ter he wrote to a colleague at about this time. 
Thus: 

I fully realise that to many the idea of 
regulated effort is entirely obnoxious; but the 
fact remains that under the present system, 
economic depressions have been growing in 
intensity at each recurrence, until a point has 
been reached now when the system of un¬ 
regulated production, distribution and con¬ 
sumption is on the verge of breaking down. 
Without going nearly so far as to establish 
machinery to control production and con¬ 
sumption there is still a large field for the 
exercise of conscious planning of tne order¬ 
ly development of the natural resource of the 
country, while the successful determination 
of economic policy implies some such plan¬ 
ning, which looks ahead, even if a time pro¬ 
gramme is not rigidly adhered to.'" 

In order to convert this general idea into 
administrative measures Meek also drew up 
a comprehensive prospectus of tasks for col¬ 
lecting information on the most important 
aspects of the Indian economy and for main¬ 
taining a record of the government’s 
economic decisions and performance."^ 
This advice, taken together with Schuster’s 
recommendations, led the government even¬ 
tually to confirm the decision to set up a 
central bureau of statistics and to form a 
standing economic sub-committee of the 
viceroy’s council with the task, among other 
things, of reviewing the economic situation 
ftom time to time and formulating economic 
policy."’ 

One of the immediate results of Schuster’s 
and Meek’s initiative was the visit, in 1933, 
of two British economists. A L Bowley and 
O H Robertson, at the request of the govern¬ 
ment of India"^ and their report, submit¬ 
ted the following year, on the existing 
organisation of statistical and other infor¬ 
mation and the problems of utilisation of 
the country’s economic resources. The 
Bowley-Rototson report reiterated the im¬ 
portance of a separate central statistical 
department, a statistical survey for the pur¬ 
pose of measurement of national income 
and wealth, a quinquennial census on pro¬ 
duction and above all, of a small, but per¬ 
manent, staff of economists working directly 
under the viceroy’s executive council in 
order to advise the government of economic 
policies."’ These recommendations were 
accepted by the government in principle; 
although not all of these could be fully 
realised at the time for want of funds and 
because of the uncertainties involved in the 
constitutional changes soon to be introduced 
in the light of the Simon Commission’s 
Report. Interest in these recommendations, 
however, continued at the departmental 


levels of the administration until as late as 
1936-37."* Meanwhile, one of the by-pro¬ 
ducts of Schuster’s initiative—the idea of an 
economic conference of representatives of 
the provincial governments—was revived in 
1933. 

VI 

The Bureaucracy Retracts 

It will be recalled that in 1930 Lord Irwin, 
the viceroy, had written to the provincial 
governors on the subject of an economic 
conference in order to consider, among other 
matters, the proposal to set up an economic 
advisory council. Nothing came of that idea 
for some time until it was brought back to 
life under the impact of great depression. In¬ 
dustrial activities in India were not severely 
impaired by the depression due to various 
reasons. But agriculture, particularly the 
cash-crops, suffered from a sharp fall in ex¬ 
ports."’ The economic discontent of the 
peasantry, aggravated further by their in¬ 
creasing politicisation since 1928-29 and the 
spread of the movements launched by the 
Congress and other parties in rural India, 
made the authorities acutely aware of the 
need to ameliorate the conditions of the 
peasantry. 

Early in the summer of 1933, the viceroy 
wrote to the governors of the privinces ask¬ 
ing for their views on “economic conditions 
particularly among the agriculturists” in 
their province."* In January next year he 
wrote again to the Governors with the object 
of fixing a date for the inter-provincial con¬ 
ference that had been envisaged four years 
ago."® Written in the wake of the Civil 
Disobedience movement, this letter puts the 
economic issues facing the raj .squarely in 
a political context. Reviewing the political 
scene and asserting that the calm was only 
temporary, the viceroy wrote: 

Political issues in India have always tended 
to dominate the scene, but in other countries 
at present it is the economic issue which 
dominates politics and although India’s 
special conditions may tend to make us at 
times forget this, nevertheless our position 
is essentially the same as that of the rest of 
the world and it is the economic issue which 
really matters. Therrjore it is on this that m 
need a policy and we may be quite sure that 
unless we can convince the public that we are 
doing something to tackle the problem, we 
shall give the political agitators exactly the 
forces and occasions which they need in 
order to recreate an atmosphere of political 
disturbance.^^ (Emphasis mine.) 

The economic problems that the viceroy 
wanted to discuss concerned the agricultu¬ 
rists in India. However, it is important to 
remember that his definition of ‘agricultu¬ 
rists’ did not include the agricultural pro¬ 
ducers; for, according to him, “in India the 
greater part of the strain has hitherto been 
tak6n up not so much by the agricultural 
producers as by those to whom the fixed 


money payments are due, namely, govern¬ 
ments, landlords and moneylenders, and 
chiefly by the last two!’'” 

The provincial conference was held in 
April 1934. The provincial governors all 
agreed that if any economic development in 
India was to be envisaged, something was 
urgently required to be done about Indian 
agriculture, especially about problems 
relating to rural indebt^ess, markedng, in¬ 
dustrial research and capital programme'’’ 
A number of practical decisions were taken 
about all of these, as well as about setting 
up a central intelligence bureau to co¬ 
ordinate research and advise government on 
economic policy. What, however, was not 
achieved, and appears indeed to have been 
deliberately avoided, was any decision about 
planning. This was made clear by none qther 
than Schuster himself, who presided over 
this conference, and observed: 

1 want to produce some practical results from 
this conference. The problems are so com¬ 
plex, the amount involved in any general ac¬ 
tion are so huge, the possible reactions of any 
particular line are so difficult to foresee and 
may be so dangerous that it seems to me 
there is not the slightest chance of launching 
any general plan. What 1 should like to see 
is each province undertaking an intensive 
large scale experiment in a selected district... 

I believe that it is only by these means that 
we shall achieve any practical advance.'” 
So when it came to making the decision, 
Schuster and his colleagues—all of them at¬ 
tended the conference in ofHcial capacity- 
backed out, and the vision of a planned 
economy was buried in a plethora of prac¬ 
tical administrative measures of immediate 
concern. 

The mountain thus produced a molehill. 
The long-awaited provinciai economic con¬ 
ference was held but did not lead to any con¬ 
crete step towards the economic advisory 
counpil. The India i^slature, however, had 
interpreted this conference as a direct effort 
at planning and resented being left out.”* 
Many of its members had been seriously air¬ 
ing their ideas for some time in anticipation 
of a planning machinery they thought would 
be set up by the conference. It is difflcult to 
say jvhether the interest shown by the Indian 
elites in planning was what made Schuster 
and his colleagues in the council see the red 
light. He is certainly on record as having 
tried to discourage the enthusiasts for plan¬ 
ning in the Legislature by warning them of 
possibility of greater government control in¬ 
volved in planning'”—a strange thiiqi to do 
for one who had been advocating it for so 
long. The history of this retraction on die 
part of the bureaucrat sheds some light on 
its fears about the political implications of 
economic planning under conditions of col¬ 
onial rule. 

During the General Budget Session of the 
legislative assenfoly in Matrii 1934, F E James, 
the representative of the Europe com- 
munities in India, brought in a W motion' 
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to discuss the question of a ‘planned eco¬ 
nomy* in, India and the immediate constitu¬ 
tion of an economic advisory council. 
This was supported by ail the non-official 
membeis—from N M Joshi the labour leader 
to H P Mody, the leader of the Bombay Mill 
Owners Association. They all wanted, in fact 
pressed, the state to intervene even more 
directly in the economic life of the country. 
H P Mody put it very cogently: “It is very 
natural that a people who have been living 
under some sort of domination or another 
throughout almost the whole of their history 
should come to depend on a large measure, 
not on self-help, but upon the help which 
a ma bap government can administer in every 
sphere of national activity”. Yet another 
member leminded tlie government of its “duty 
.. .to safeguard and ameliorate the economic 
welfare of the people under it”.'“ Schuster, 
speaking for the government, appears to 
have agreed with some of these arguments 
as he acknowledged the futility of the old 
non-interventionist attitude: “Every day new 
needs are coming upon us for taking an ac¬ 
tive part in directing policies which were 
formerly left to develop on their own account 
under what was then a generally accepted 
policy of laissez-faire^’.'^ But this recogni¬ 
tion on the need for ‘an active part in direc¬ 
ting policies’ was not .strong enough to over¬ 
come his anxiety about the loss of authority 
likely to result from the formation of an 
economic advisory council. He opposed the 
idea on purely political grounds as witness 
the following extract from his reply to the 
cut motion: 

If the government have an advisory council 
and that council probably—as a matter of 
fact will be very divided in its opinion—and 
that council puts up opinions which are in¬ 
consistent with the policy of the govern- 
mem.... then the government must reject 
such advice, and no council of that kind can 
maintain its authority in the country or really 
perform useful functions unless its advice is 
always taken or practically always taken. 
Therefore, for a government to set up an ad¬ 
visory council of this kind tends either to be 
a matter of mere eyewash or to involve the 
relinquishment by the government of their 
own responsibilities, in perhaps the most im¬ 
portant part of the field of those respon¬ 
sibilities.'^^ (Emphasis mine.) 

One can hardly improve upon this as a 
confession of official fear and anxiety about 
the proposed economic advisory council. 
This is further illustrated by Schuster’s retort 
to James when the latter suggested a body 
of fifteen members to constitute the council. 
“Will he [James] ask himself’, he said, “how 
many of these men are not already commit¬ 
ted publicly to opinions either on politics or 
economics which are inconsistent with the 
definite policy of government? 

Such fear on the part of the colonial 
government could only arise from a realisa¬ 
tion of the want of its own legitimacy in the 
eye of its subjects. Since 1930 the bureaucracy 


had been talking of a planned economy not 
only as an instrument of improvement of 
material conditions of the people, but also, 
one feels, primarily gs the means to reinforce 
itself politically. Yet, after years of fiddling 
with the idea, when it actually came to tak¬ 
ing a decision, it could not make up its mind. 
An economic advisory council composed of 
Indian ‘economic experts’ and other re¬ 
presentatives could not be trusted. The 
government recognised the need for a well- 
chalked out programme to alleviate the 
economic plight of the people, but felt that 
this could be achieved by such prudent mea¬ 
sures as it finally settled for in 1934—that 
is, an economic sub-committee of the vice¬ 
roy’s council, proposals for extensive 
economic enquiries, and the formation of 
a Central Intelligence Bureau of Statistics. 

By 1934 two of Schuster’s supporters had 
already left India. Irwin, the viceroy, was 
replaced by Willingdon. George Rainy, who 
was the commerce member in 1930 was 
replaced by Joseph Bhore in 1933. Schuster 
himself left in 1934. But the question of 
planning was not buried with their depar¬ 
ture. Many of the privinces took their cue 
from the effort of the cmtral government. 
As a matter of fact, the government of the 
united provinces actually set up its own com¬ 
mittee on economic planning in 1934. The 
initiatives came from C V Chintamoni who 
was the leader of the opposition in the IIP 
legislative council. In December 1933 he 
moved a resolution recommending to the 
government “to set up a committee to draw 
up a five year’s plan of economic develop¬ 
ment” for the united provinces. This resolu¬ 
tion was adopted by the council, and the 
government readily agreed to implement the 
proposal. In July 1934 a committee of four 
was set up under the UP board of economic 
enquiry, with Radhakamal Mukherjee, a 
noted economist from Lucknow University, 
as one of the members to formulate a five- 
year plan for economic development of the 
region.'” 

As far as the central effort was concerned 
we find the idea of plamiing taken up again 
by the bureaucrac 7 with the advent of the 
second world war. Meanwhile, the Indian na¬ 
tionalists themselves had to have a say on 
the subject, broadening thereby the scope of 
political intervention in the economic life of 
the country, no longer in terms of bureaucra¬ 
tic ideas and initiatives, but in those of the 
aspiration for power on the part of the 
Indian capitalists and their allies within and 
outside the Indian National Congress. 
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Aspects of Demographic Change and the 
Malabar Agrarian Economy, 1871-1921 

R Gopinath 

This article is a preliminary attempt at identifying some of the linkages between (a) different demographic 
processes and (b) between demographic and economic phenomena in rural Malabar during the fifty-year period 
beginning 1871. By focusing on the demographic-economic linkages the author tries to relate the discussion to 
the larger debate regarding the status of demography in historical explanations of change. 

This paper is divided into three sections. Section / discusses some of the representative works regarding the 
location of the demographic variable among the multiplicity of determinants in a social formation. Section II 
is a note on the area, the data base and demographic movements. In Section III the interrelations between 
demographic change and other historical processes are examined. Finally, some tentative conclusions are advanced 
on the determinants and mediating structures of demographic change. 


HISTORK'AL demography has been a 
much worked upon discipline in Furope 
attracting a laige number of researchers right 
from tlie time of the foundation of the 
Annales ‘school’ to the present generation of 
historians working on 'proto-industrialisation'. 
In India, however, the few attempts that have 
been made in the direction of hi.storical 
demography have not managed to go beyond 
geneial and descriptive histories of popula¬ 
tion changes. 

Recently some literature has appeared 
wliich competently discusses famines and 
social responses to them,' but the dynamics 
of population change and social reactions 
to it, highlighted in these works cannot be 
generalised for non-famine years and areas, 
as these studies restrict themselves to pteriods 
of intense subsistence crises. Further, they 
have not attempted to delineate the various 
long-term interrelations between the demo¬ 
graphic and non-demographic variables. 

This article is a preliminary attempt at 
identifying some of the linkages between 

(a) different demographic processes and 

(b) between demographic and economic 
phenomena in rural Malabar during the 
nfly-year period beginning 1871. By focusing 
on the demographic-economic linkages we 
shall try and relate our discussion to the 
larger debate regarding the status of 
demography in historical explanations of 
change. 

This papwr is divided into three sections. 
Section I discusses some of the representative 
works regarding the location of the demo¬ 
graphic variable among the multiplicity 
of determinants in a social formation. 
Section 11 is a note on the area, the data base 
and demographic movements. In Section ill 
the intei relations between demographic 
change and other historical processes are 
examined. Finally some tentative con¬ 
clusions ate advanced on the determinants 
and mediating structures of demographic 
change. 

I 

Gication of the Demographic 
Variable 

Demographic changes have been empha¬ 
sised as the crucial motor of .social transfor¬ 


mation by a number of historians. These 
works in spite of their many differences have 
at least one common assumption, i e, the 
centrality of the demographic as a social 
determinant. This shared understanding of 
these scholars allows one to club them 
together under the broad but useful category 
of the ‘population-induced change school’. 
The Marxists on the other hand, form the 
polar opposite of the former by giving 
primacy to class struggle as the motive 
determinant of change and by relegating 
demography to a dependent status. 

Among others M M Postan and 1« Roy 
Ladurie^ may be taken as repre.sentative of 
the ‘population-induced social change 
school’. The assumptions of Postan and 
Ladurie, in their discussions of pre-capitalist 
Europe are very clearly Malthusian, these 
being (a) the incapability of the economy to 
increase agricultural productivity through 
technological changes, (b) the operation of 
the law of diminishing returns in agriculture, 
and (c) an inherent tendency for the popula¬ 
tion to increase. Given these assumptions it 
would logically and inevitably follow that 
demand for food would outstrip supply over 
time, upsetting this model's long-term vali¬ 
dity. lb overcome this problem, demography 
has been attributed with a momeostatic 
character and an ability to change its direc¬ 
tion of movement, through the operation of 
Malthusian checks taking the form of sub¬ 
sistence crises. Thus both Postan and 
Ladurie see pre-industrial European 
economic history as a two phase cyclical 
movement or motion biseculaire. This 
seemingly neat model of historical change 
is seriously handicapped by its refusal to take 
into account the historically conditioned 
social relations of production, which to a 
very large extent prepare the material con¬ 
ditions which generate demographic shifts 
and also provide the social setting upon 
which demographic changes differentially 
impact. 

A radical variant of this formulation is 
Esther Boserup’s avowedly anti-Malthusian 
argument for the capability of population 
increases to trigger off technological innova¬ 
tions in agriculture.^ Arguing against the 
fundamental Malthusian postulate of an 


inelastic supply of land and decreasing 
rctiirn.s to labour, Boserup proposes that 
increased labour supply due to population 
pre.ssure serves to more than cancel out the 
lowered productivity due to the bringing in 
of marginal lands. She contends that in¬ 
creased population densities result in harder 
work by farmers and more efficient work 
routines. In spite of her attempt to reverse 
the Malthusian argument, Boserup like the 
Malthusians, attributes independent traas- 
formativc power to changes in population 
sires and densities. The major weakness of 
this approach is its refusal to recognise that 
demographic changes may themselves be the 
cumulative product of the interaction 
between multiple social structures. 

Recent works on ‘proto-indimrialisation’ 
have also primarily depended on demo¬ 
graphic analysis in examining the problem 
of rural industrialisation before the Indus¬ 
trial Revolution.^ Apart from a number of 
other shortcomings the ‘proto-industrialisa¬ 
tion* literature is plagued by innumerable, 
incomplete and rather loose propositions. 
For instance, how regularly did sharp 
population increases precede the linking up 
of cheap labour to rural industries? If proto¬ 
industrial opportunities did indeed lower the 
age at first marriage and increase fertility 
then why did the tightening of the job 
market not produce an opposite effect? 
Finally, the proponents of proto-industria¬ 
lisation give the impression that these 
demographic tendencies were peculiar to the 
industrial population whereas, it has been 
observed that “before 1900 the bulk of the 
rapid population increase resulting from the 
western demographic transition occurred 
among the rural landless’*.’ However, the 
works dealing with ‘proto-industrialisation’ 
are noteworthy in their attempt to study 
demography as a structure which is internal 
to society and which both acts upon society 
and is modified by it. 

The Marxist reply to the above formula¬ 
tions is a total rejection of the claim that the 
demographic variable is autonomous and 
constitutes the most crucial determinant of 
social change. Unfortunately this also seems 
to suffer from some of the weaknesses 
present in the Malthusian formulations. Let 
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us now see how Robert Brenner, an exponent 
of the Marxist view has examin^ the 
problem. The crux of Brenner's argument 
in his own words is as follows; . .it is the 
structure of class relations, of class power, 
which will determine the manner and the 
degree to which particular demographic 
changes will affect long-run trends in the 
distribution of income and economic growth 
and not vice versa”.* While correct in 
emphasising the primacy of class relations 
in the context of the transition from feuda¬ 
lism to capitalism or in the capitalist epoch, 
Brenner fails to recognise that in pre¬ 
capitalist social formations demographic 
change (though conditioned by social pro¬ 
cesses) could have a greater transforming 
capacity. This was so because given the fact 
that unlilce the capitalist economy, in some 
pre-capitalist economies there were no 


unutilised but utilisable reserve production 
factors; hence the availability of manpower 
assumed great significance in determining 
economic developihent.^ It appears as 
though this hesitancy to concede the ex¬ 
planatory potential of demographic changes 
on the pan of modern day Marxists stems 
from their tendency to extrapolate retrospec¬ 
tively the Marx vs Malthus polemics. In 
Capital, Vol I Marx wrote; “The labouring 
population therefore producers, along with 
the accumulation of capital produced by it, 
the means by which Itself is made super¬ 
fluous, is turned into relative surplus popula¬ 
tion, and it does this to an always increasing 
extent. This is a law of population peculiar 
to the capitalist mode of production, and in 
fact every historic mode of production 
has its own special laws of population, 
historically valid within its limits onl/’^ 


Tabi t I: PopuLAi ION or Malabar 


Year 

Malabar Population 

Average Annual 
Rate of Growth 
(Per Cent) 

Compound Rate 
of Growth 
(Per Cent) 

1821-22 

9,07,575 


_ 

1822-23 

11,65,791 

1,90 

1.017 

1851-52 

15,14,909 

2.00 

1.018 

1856-57 

16,02,914 

1.16 

I.Oll 

1861-62 

17,09,081 

1.32 

1.013 

1866-67 

^8,56,378 

1.72 

1.017 

1872 

22,61,2.50 

— 


1881 

23,65,035 

0.46 

1.004 

1891 

26.41,928 

1.12 

1.011 

1901 

27,90,281 

0.56 

1.005 

1911 

30.15,119 

0.81 

1.008 

1921 

30,98,871 

0.28 

1.003 


Note: 1'he large perceiuage increment (29.9S per cent) in enumerated population between 1822-23 
and 1851-52 suggests undercounting at the former date. However, this was much smaller 
compared to the percentage increase for the whole of the presidency which was 57.74 
per cent. 

Source: 1821-22 to 1872 figures taken from Madias Census 1872; 1881-1921 figures from relevant 
Madras Censuses. 


Tabi e 2A; Age Distribution of 10,000 oe Each Sex in the WEsr Coast Division 


Years 


1921 


1911 


1901 

1891 


M 

F 

M 

F 

M 

F 

M 

F 

0-5 

1365 

1306 

1388 

1337 

1348 

1322 

1528 

1524 

5-10 

1339 

1238 

1319 

1227 

1412 

1326 

1371 

1268 

10-13 

1284 

116^ 

1277 

1156 

1381 

1243 

1228 

1092 

15-20 

940 

934 

1018 

1036 

964 

965 

952 

973 

20-40 

3082 

3292 

3120 

3240 

3040 

3178 

3080 

3186 

40-60 

1554 

1538 

1478 

1500 

1461 

1469 

1438 

1432 

60 and above 

436 

526 

400 

504 

394 

503 

401 

523 

Not stated 

— 

- 

— 

_ 


— 

2 

2 


Notes M » Males, F ■= females. 

Source: Madras Census, 1921, Part 1, p 78. 


Table 2B; Percentage Variation of Population according to Age Groups 
IN THE West Coasi 


Years 

AH Ages 

0-10 

10-15 

15-40 

40-60 

60 and Over 

1911-21 

■F3.3 

■F2.9 

+4.0 

+ 1.3 

+ 7.2 

+9.9 

1901-11 

•f7.1 

■F4.3 

-0.7 

+ 10.6 

+ 8.9 

+ 8.0 

1891-1901 

+6.3 

+0.8 

+20.2 

+5.7 

+8.5 

-3.2 


Source: Madras Census, 1921, Pan I, p 83. 


(emphasis mine). In spite of Marx's warning 
that the ‘laws' of population are historically 
defined, Marxists like Breimer seem to have 
mechanically applied the location of popula¬ 
tion dynamics in the capitalist epoch from 
pre-capitalist times also, without relating it 
to existing socio-economic structures. 

In the light of the above approaches to 
historical demography and their limitations, 
we shall attempt to tentatively offer a 
generalised population dynamic for certain 
parts of colonial India on the basis of the 
observed demographic-economic linkages in 
Malabar. 


II 

Demographic Trends 

The Area: Malabar constituted the 
southernmost district of British India on the 
We.stern Coast. This administratis unit was 
also a distinct geographical entity, clearly 
demarcated from the rest of the Madras 
Presidency by the western ghats, lliis narrow 
coastal strip with its hot, humid climate and 
abundant and regular rainfall never ex¬ 
perienced any severe famine and was classed 
as a ‘non-famine’ district by the British 
administration. Paddy was the mo.st exten¬ 
sively grown crop, but in spite of large areas 
being under it, the district remained a rice 
deficit area. While the southern taluks 
predominantly cultivated wet paddy, most 
of the northern taluks specialised in non¬ 
food garden crop production. From the end 
of the 19th century there was a significant 
generalised shift from paddy to garden crop 
cultivation. In Malabar variations in crop¬ 
ping regimes crucially influenced production 
relations. The district had a very rigid and 
many layered caste hierarchy with caste 
assuming great economic significance since 
the ritual normative hierarchy was con- 
gruently and symbolically related to class 
divisions. It must also be mentioned that 
Malabar had the highest number of landless 
agrarian labourers and the smallest number 
of self-cultivating farmers in the Presidency. 
The widening gap between production and 
consumption of paddy in Malabar during 
our perM stimulated imports and increased 
the population’s dependence on the market. 

Data Base and Its Limitations: Our infor¬ 
mation on the demographic history of 
Mriabar in the 1871-1921 period is bas^ on 
two sources—the decennial Imperial Census 
and the annual Report of the Sanitary 
Commissioner of the Madras Presidency 
(hereafter Census and RSCM respectively). 
Data on related subjects such as agricultural 
production, output, cropping patterns, area 
cultivated, rainfall and prices are to be found 
in the Season and Crop Report of the 
Madras Presidency (hereafter SCRM), the 
Statistical Atlas of the Madras Presidency 
(hereafter SAMP) and in the district gazet¬ 
teers. While the Cnisus supplies information 
on the size of the population, its age, sex and 
occupational distribution, the population of 
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selected castes, migration, and so on, the 
RSCM was an annual series which recorded 
vital statistics, causes of mortality, food- 
grain prices and the nature of the season. 
However, these two sources are not really 
independent of each other, since the RSCM 
uses the population figures supplied hy the 
Census, and thus cannot be used to cross 
check one another without resorting to 
standard correction formulae. 

One important bias in the Census data is 
the tendency to under-report the number of 
unmarried girls in the lO-lS age group. 
Further because of greater under enumera¬ 
tion in the earlier census, the rate of popula¬ 


tion Increase was exaggerated to some 
degree The practice of manias registration 
did not oust in the Madias Presidemy When 
vital statistics are supplied for the entire 
population they are not age specific, making 
it impossible to ascertain age speciHc birth 
and death rates. Finally there is very little 
detailed information on migrations. The 
birth and death rates in the RSCM contain 
an upward bias as they are computed on the 
basis of the decenni^ census population, 
and are not adjusted for intercen^ incre¬ 
ments in population. Lack of continuity is 
another major limitation with our data. 
Whenever official vital figures have been 


statistically used, an attonpt has been made 
to correct at least the obvious biases in 
them.* 

General Demographic Thmds 1871-1921: 
Births, deaths and ferdlity which constituted 
the basic vital processes may be regarded as 
the internal determirumts of population 
change. The demographic history of Malablar 
is marked by a secular increase in popula¬ 
tion since the first enumerations carried out 
by the East India Company in 1821-22. 
Betweoi 1871 and 1921 the Malabar popula¬ 
tion increased slowly but steadily. This 
movement in aggregate population has been 
broken up into mortality, births and 
fertility.'® 

Mortality: Tkking the crude death rate 
(CDR) as an index of morulity we see that 
Malabar experienced a marginally increasing 
mortality trend between 1871 and 1880." 
This very slight increase in mortality may be 
explained by the fact that the 1871-1881 
decennium marked the end of the mortality 
trough, which was part of the population’s 
recovery from the 1865-66 femine. Though 
Malabar was a ‘non-famine’ district, famines 
in other parts of the Madras Presidency 
affected the district by increasing the prince 
of its staple cereal which was rice. 


Table 3: Coefficient of Correlation between CDR and CBR 
Years r R^ df 


1871-1881 

-0.507' 

0.257 

9 

1900-1910 

F0..300 

0.090 

9 

1910-1920 

-0.223 

0,050 

8 

1900-1920 

■1 0.082 

0.007 

19 

1900-1920' ' 

-0.047 

0.002 

19 


Notes: Uncorrected CDR series have been used since we do noi have a corrected (.'RR series. 
+ -- Significant to 0.20. 

+ + -- detrended series. 

Source: Computed on the basis of data' from RSCM, 1871-1920. 


'rABIE4: OCCUPATIONAI Distribition 



1871 

1881 

1891 

1901** 

1911 

1921 

1 Cultivating 







landlords 



79,060 

98,883 

%,220 

1,08,917 

Percentage DO 

2 Non-cuhivating 



2.99 

3.54 

3.19 

3.51 

landlords 



78,365 

80,323 

74,549 

22,784 

Percentage 00 

3 Cultivating 



2.97 

2.88 

2.47 

0.74 

tenants 


1,47,673* 

6,39,899 

6,86,579 

8,21,462 

8,99,050 

Percentage 00 

4 Non-cultivating 



24.22 

24.61 

27.24 

29.01 

tenants 



44,553 

15,121 

24,923 

22,784 

Percentage 00 

5 Agricultural 



1.69 

0.54 

0.83 

0.74 

labourers 

3,11,242 

3,25.086 

6,24,631 + 

8,24,965 

7,62,591 

7,75,208 

Percentage 00 

13.76 

13.74 

23.64 

29.57 

25.29 

25.02 

6 Total population 

22,61,250 

23,65,035 

26.41,928 

27,90,281 

30,15,119 

30,98,871 


Notes * Madras Census, Itilukwar Statements—Malabar District, Final Census Ihbie Xll-C, 
1981—Cultivating and non-cultivating tenants are not shown separately. 

** 1901 figures has a separate heading ‘dependents’. For the sake of comparability the 
males, females and dependents have been aggregated. 

-F Ibtal of sub-order 11. Includes farm servants, field labourers and crop watchers. 
IMPercentage of total production. 

Source: Imperial Census of India, India. 


Table 5: Estimated Paddy Output, Paddy Purchased on the Marxft for Consumption 
AND Paddy Consumption (Tons), 1891-1921 


'Vfears 

Aggregate 

Population 

Estimated Paddy 
Consumption in 
Ibns Per Annum (C) 

Estimated Paddy 
Output in Tons 
Per Annum (O) 

Paddy Purchased on 
the Market for 
Consumption, 
Tons (Pm) 

1891 

26,41,928 

16,66,738 

3,55,324 

13,11,414 

1901 

27,90,281 

17,62,560 

3,80,907 

13,81,653 

1911 

30,15,119 

19,58,923 

4,42,509 

15,16,414 

1921 

30.98,871 

20,04,146 

5.37.100 

14,67,046 


Source: Based dn-Madras Census, SCRM. 


It was during this decennium, between 
1876 and 1878 that a major famine affected 
the whole of south India, although the 
intensity of its impact was geographically 
differential. According to Roland Lardinois 
“the subsistence crisis which develops in 
1876-78 has its origin in a series of climatic 
accidents that occurred in the mid-1870s. 
The drought which culminates in intensity 
in 1876 follows the torrential rains of 
October and November, 1874, but it repre¬ 
sents the culminating point of a crisis that 
holds sway with an intensity and variable 
modes in time and space from 1875 to 
1877”'^ In Malabar, however, between 1876 
and 1878, with the exception of the failure 
of the north-east monsoon in the first year, 
there was no deficiency of rain in the district, 
and the crops were also good.'’ The price 
rise, therefore, for it can hardly be called a 
famine, was merely a sympathetic reaction 
to the famine raging sill around Malabar. 
During the period of this famine Malabar’s 
suffering was not so much due to the 
pluviometric decrease or crop failures but 
to the changed market conditions in the 
presidency, which was a consequence of the 
famine in the rest of south India. In normal 
years when a crop failed, prices would rise 
and rice would come in from Bengal and 
Burma. But with famine in the test of the 
presidency, grain was avaiiable for import 
only at famine prices. The market, it may 
be said, thus conducted the subsistence erto 
in the other parts of the presidency to 
Malabar, though in the course of trans¬ 
mission much of thedeadly intensity of the 
famine was fortunately lost. 

In Malabar the most important killer 
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disease was fever. However, it was during 
times of dearth and during the rainy months 
that fever mortality usually reached signi¬ 
ficant levels. 

Owing to the lack of continuous vital rates 
between 1882 and 1889 not much can be said 
about the demographic trends in these years. 
The available CDR for 1885 is very high 
(22.2) approaching the earlier ‘famine’ rale 
of mortality. This may probably be explained 
by the high price of rice in 1884 and 1885.*'* 
The official year 1890-91 again saw a scar¬ 
city situation. There was a failure of the 
coffee crop in Wynad and the makaram rice 
crop in the plains, a repetition of what 
happened in 1876.'' In response to a short¬ 
fall in supply, prices rose and in 1892 the 
CDR climbed to 23.4. The other noticeable 
increase in mortality, in 1900, appears to be 
the result of a partial scarcity which pre¬ 
vailed in 1899"' coupled with fevers and 
cholera.'' These mortality peaks con¬ 
tributed significantly to the increase in the 
mortality trend during this decennium.'* 
The first decade of the 20th century saw a 

rAHii 6; CoRKi 1 AiioN Cot-t-rn ifcNis or 
CDR AND Prk r oi Rk i-, Sfcono Sort 

Years r A B 

1872-1881 08141 -20.217 10.644 

1890-1900 0.814+ -20.217 10.644 

1900-1920 0.<i421 1.810 0.217 

Vo/e. * denotes that t is sigiiifK'aiu at 99 per 
cent. 

Sourer. Based on RSCM and SAMP. 


sharp hike in mortality rates, with the death 
rate being higher in five out of ten years in 
Malabar, compared to the presidency. The 
years of sharply increasing mortality 
(1904-08) were also years of declining rice 
output and rising prices. Between 1910 and 
1920 the CDR sIimws a statistically insigni¬ 
ficant increase with time.” The 1918-19 
peak in the mortality graph was the result 
of an intense influenza epidemic which was 
preceded by marked fall in paddy output and 
was accompanied by the sharpe.st price 
increase of our period. 

Births and Fertility. The registration of 
births unlike deaths suffered even more 
neglect at the hands of the enumerators and 
often failed to appear in the RSCMs. Sur¬ 
prisingly we do not have data on births even 
in the years for which mortality rates are 
available Continuous crude birth rate (CBR) 
series are available only from 1871 to 1881 
and from 1900 to 1920. In terms of basic 
vital processes, births are primarily deter¬ 
mined by the level of mortality and secon¬ 
darily by fertility.'" Appendix I shows that 
fertility in Malabar continuously decreased 
from 1871 to 1921. This decreasing fertility 
trend has to be studied in terms of variables 
such as nuptiality, the age, sex and occupa¬ 
tional distribution of the population. While 
available evidence suggests some increase in 
nuptiality between the 1890s and the first 
two decades of the 20th century, the modal 
age of marriage (c 15-39 years) remained 
constant. Increasing nuptiality and decreas¬ 
ing fertility rules out naptiality changes as 


a determinant of the latter trend. Mortality 
has been advanced by some demographers 
as positively related to fertility. However, in 
Malabar we ob.serve lack of association for 
most years and inverse correlation for some 
years between these two variables. 

The age pyramid of the Malabar popula¬ 
tion expanded much faster at the top than 
at the base and in the middle between 
1891-1901 and 1901-1921. in social terms this 
meant that while the aggregate population 
increased, the number of people who could 
work decreassed consequently pushing up 
the dependent population. Along with shift 
in the age-distribution, there was a marked 
increase in infant mortality. The implication 
of a changing occupational structure for 
fertility shifts will be discussed along with 
the other economic factors in the next 
section. 

Ill 

Inlerreiationeihip between 
Variables 

While describing the movements in the 
death rate in Malabar, a <.iose correlation 
between mortality and prices was regularly 
observed. On the basis of it we posit the 
hypothesis that the price-mortality nexus 
was of greater causal significance than the 
other, namely, demographic variables. In 
order to lest our hypothesis we take vital 
pioccsses as the ‘internal' components of 
demographic change and economic factors 
as ‘external’ variables. 

To consider the ’internal’ components 
first, it may be said that although births and 
deaths do not exhibit any positive associa¬ 
tion over time in colonial Malabar, one can 
still attribute a greater significance to 
mortality as a limiting determinant of 
population change. For instance; a glance at 
table 2 .suggests that it waj greater child 
mortality that was responsible for the lower¬ 
ing of fertility, since nuptiality and the 
population of females in the reproductive 
age cohorts exhibit no drastic fall or increase 
In the absence of any compensatory up¬ 
swings in births during or immediately after 
mortality peaks, it would be reasonable to 
conclude that mortality was the most im¬ 
portant in the hierarchy of related demo¬ 
graphic determinants of population move¬ 
ments. We now come to the question of 
demographic homeostaticity, which means 
that the internal demographic processes will 
automatically reach a state of equilibrium 
even when impacted upon and disturbed by 
external agencies. In colonial Malabar, one 
however finds no evidence for such a built- 
in demographic equaliser. The CBR and 
CDR series never exhibit any significant 
positive correlation. 

The failure of births and deaths to move 
in positive conjunction may be attributed to 
both these variables being affected or even 
determined by some external variable. To 
locate such possible external vaiiables one 


IsBii 7. Monihiy Disikibuiion or Births AND Deaths IN Mai.abak 


Months 1871 

1880 

1887 


1905 


Bitihs 

IX'aths 

Births Deaths 

Births 

Deaths 

Births 

Deaths 

Jan 

J036 

2604 

3129 2609 

4145 

3436 

NA 

51.39 

1-eb 

2709 

2473 

3656 2527 

3992 

3306 

NA 

5093 

Mar 

1142 

2350 

4170 2545 

4833 

3497 

NA 

5274 

Api 

.1145 

2334 

3757 2424 

4901 

,1015 

NA 

5510 

May 

4226 

2269 

3766 2681 

5249 

2992 

NA 

6342 

Juno 

3903 

2386 

4171 2835 

5519 

3209 

NA 

8020 

Jills 

4060 

2870 

5112 3495 

5722 

3500 

NA 

9221 

Aug 

3994 

2558 

4066 3026 

5204 

3196 

NA 

7643 

Sep 

3918 

2213 

3550 3026 

4859 

2735 

NA 

5878 

Oct 

.1721 

2207 

3499 NA 

5095 

2495 

NA 

5745 

Nos 

.1353 

1988 

4142 2652 

4728 

2530 

NA 

4054 

Dec 

.1032 

2197 

3161 2448 

4863 

3258 

NA 

4585 

Source: 

RSCM. 








Tabi t 8: 

POPft .AITON CHANCiE .and EXTENSION OI' Cl'IIIVATEO AREA 


Years 

Joial Population 

Cumulative Percent- 

Total Area m 

Cumulative 




age Rate of Change 

Occupation 

Percentage Rate of 




in Population 

in Acres 

Change 

1871 

22,61.2.50 


11,47,146 



1881 

23,65,033 

+ 1.004 


NA 



1891 

26,41,928 

+ 1.011 

9,53,125 


0.009 

1901 

27,90,281 

+ 1.005 • 

13.09,545 

+ 1.035 

1911 

30.15.119 

+ 1.008 

13,92,655 

+ 0.006 

1921 

30,98,871 

+ 1.003 

14.41346 

+ 0.004 


Source: Logan, op cit. 

Innes, op cit. 

SAMP, ASI and Madras Census of relevant years. 
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has lo have some knowledge of the differen¬ 
tial access of the various sections ot popula¬ 
tion to material resources, the factors affec¬ 
ting the people’s cost ot living, the nature 
of the agricultural cycle, the level of avaMable 
technology and so on. 

The agrarian population of Malabar 
constituted roughly sixty per cent of the 
aggregate population throughout our 
period. Agricultural labourers and culti¬ 
vating tenants, who increased as a propor¬ 
tion of the total population, were the 
numerically dominant occupational group. 
Non-cultivating landlords and tenants 
decreased in proportion to the aggregate, 
while cultivating landlords seem to have 
increased (see Thble 4). In Malabar we find 
no reference to a significant class of self- 
cultivating farmers. 

The technology level of Malabar's agri¬ 
culture was low'compared to other ecolo¬ 
gically similar districts of Madras. This is 
evident from the following productivity 
statistics tor 1946-47: 

Malabar 1,4(X) lb per acre 

Cauvery Delta-Tanjore 1,750 lb per acre 

(jodavari-Krishna Delta 1,900 lb per acre 
The per capita output of paddy increased 
by 13.3 per cent between 1904-5 and 1920-21 
(continuous output figures are not available 
for earlier years). While the per acre pro¬ 
ductivity increased by 24.9 per cent between 
1904-5 and 1920-21 at a faster rate than 
population increase (II.1 per cent), it was still 
inadequate to satisfy the district’s paddy 
requirements. Consequently Malabar had to 
import an increasing quantity of rice to feed 
its population. This meant that its people 
were increasingly becoming more dependent 
on the market for the fulfilment of its food 
requirements. Taking the difference between 
the district’s aggregate paddy output (o) and 
aggregate paddy consumption (c) as a 
surrogate for paddy purchased on the 
market (Pm) we see that Pm increased for 
the major part of our period since 1891*^ 
(see Table 5). 

What complicates the situation is that 
various occupational groups constituting the 
population were differentially involved in the 
market. Agricultural labour, especially ‘tied’ 
labour was paid fixed paddy wages through¬ 
out our period. Although their wages were 
barely enough even for mere survival, this 
would imply that this section of the popula¬ 
tion (amounting to a little less than 25 per 
cent in 1871-81 and nearly 25 per cent 
between 1891-1921) was fairly well insulated 
from and immune to fluctuations in food 
prices. 

According to the RSCM of 1877 "In 
Malabar wages are paid in kind... The great 
majority of the agricultural labourers are 
permanently entertained by the landowners, 
and they are paid 1-1/S measures a day 
(nearly 5 lbs) whether they work or notl’*^ 

Price hikes and food scarcities are generally 
most for that class of population which is 
just above the subsistence level—in Malabar 
this section of the population was the class 
of agricultural labourers who ranked lowest 



in both the normative and economic hier¬ 
archies. If this most vulnerable class of 
people were immune to price changes, then 
one should not And any marked correlation 
between prices and mortality. 

However, this does not seem to have been 
true as there was a marked correlation 
between rice prices and mortality. For such 
an association between these two variables, 
one has to have a population which is very 
dependent on the market and thus, extremely 
sensitive to price fluctuations. For such a 
population one or more of the following 
conditions had to be true: 

(i) The fixed component of the labourer’s 
wages was not adequate to meet his 
minimum food needs. 

(ii) A signiricant part of his wages was paid 
in some medium which was responsive 
to price changes. 

(iii) The prevalence of large scale distress 
sale and subsequent dependence on the 
market for food requirements by agri¬ 
cultural labourers and other kinds of 
peasants. 

That a part of the labourer’s income was 
a Axed proportion of the harvest is suggested 


PkioI Rate •»»>' 
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by a contemporary report.^^ If this was so, 
then a bad harvest would simultaneously 
lower the labourer’s share and push up the 
prices. Buchapan, in the early 19th century 
observed that the Axed component of kind 
wages was not sufAcient even for the bare 
subsistence of the agricultural labourer. 
Further, it must be kept in mind that Axed 
paddy wages were largely restricted to the 
tied agrestic labourers who were virtually 
serfs, and did not apply to free labour. With 
the turn of the century there was a progres¬ 
sive shift to money wages. 

We have references from the early 20th 
century, that even labourers paid in paddy, 
often sold their earnings in the market to 
procure non-food requirements. When this 
was done the shopkeepers normally paid 
them a price lower than the market price, 
white th^ purchases were made at prev^ng 
market prices. Dharma Kumar in an 
article on wages advances the proposition 
that the kind wages of agrestic labour in 
Malabar was not Axed.^ White in that 
article she does not produce adequate 
evidence for this contention, in the light of 
our Andings, it seems to be a plausible one 
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I%jrtIi^^ear»l914to 1916, we have ronw 
intereatinf oral evidence, which reveals a 
variety of modes of payment. According to 
the intorviewee, a landlord, in those days the 
iabourers did only uchkapani, that is work 
from morning to noon, for which they 
received only cash or coo/t'e without food. 
For all kinds of non-agricultural work the 
coolie was 2 annas a day, while for 
harvesting, it was given at the rate of one 
measure for every eight measures that the 
landlord got.^’ These details were more or 


less St^raWWwi^^ 
the samd place.” 

The above mentioned observations sug¬ 
gest that there was a multiplicity of modes 
of remuneration and the real income of the 
agricultural labourer was directly related to 
agricultural output and inversely related to 
price increases. When wages were paid in 
money, price increases immediately lowered 
the real wages. On the other hand when 
payment was made in kind, often as a pro¬ 
portion of the output, price increaiies would 


Appendix I 


Years 

I 

Registered 

CBR 

2 

Registered 

CDR 

3 

Corrected 
Annual COR 

4 

Decennial CDR 
under 

Enumeration 

5 

1871 

22.83 

15.37 

15.89 


1872 

22.06 

14.38 

14.87 


1873 

19.80 

y.80 

16.34 


1874 

16.10 

22.90 

23.68 


1875 

17.30 

22.00 

22.75 


1876 

17.80 

22.60 

23.37 


1877 

17.90 

22.00 

22.75 

187181 

1878 

1440 

19,10 

19.75 

(3.41) 

1879 

14.70 

15.30 

15.82 


1880 

20.70 

14.40 

14.81 


1881 

23.50 

15.90 

16.44 


1882 

17.73* 

17.74* 



1883 

17 54* 

17.70* 



1884 

17.36* 

17,66* 



1885 

17.17* 

22.20 



1886 

15.99* 

17.58* 



1887 

16 81* 

15.80 



1888 

16.62* 

17.54* 



1889 

16.44* 

17.46* 



1890 

16.26* 

17.50 



1891 

16.07* 

16.80 



1892 

15.88* 

23.40 



1893 

15.71* 

18.90 



1894 

15 52* 

15.00 



1895 

15.34* 

17.00 



1896 

15.16* 

16.00 



1897 

14.97* 

.30.00 



1898 

14 79* 

18.00 



1899 

14.60* 

16.00 



1900 

27.00 

20.00 



1901 

21.70 

21.00 

23.35 


1902 

25.30 

17.30 

19.74 


1903 

33.60 

23.90 

25.84 


1904 

31,40 

20.00 

22.24 


1<«)5 

36.30 

25.70 

28.58 

1901-1911 

1906 

33.80 

27.00 

30.02 

(11.21) 

1907 

33.00 

36.70 

40.81 


1908 

.32.30 

39.00 

43.37 


1909 

39.20 

23.00 

25.58 


1910 

38.20 

22.50 

25.02 


1911 

37.30 

23.20 

27.56 


1912 

37.40 

29.80 

35.40 


1913 

34.10 

26.50 

31.48 


1914 

34.00 

25.00 

29.70 


1915 

35.20 

20.50 

24.35 

1910-1920 

1916 

35.80 

22.10 

25.25 

(18.88) 

1917 

40.20 

25.40 

30.18 


1918 

36.00 

30.30 

36.00 


1919 

29.70 

42.20 

50.13 


1920 

30.10 

24.10 

28.63 



Notes: No corrected figures are given for the period 1882-1900 due to lack of continuity in the 
series. Figures with single asteriks (*) have been extrapolated on the basis of the 1871-81 
trend in a linear form. 

Bracketed figures are percentages. 

SouKet RSCM. 


mivi^y agriculturai worker or 

shareoopper’s income oniy if the output was 
inversely related to price. Graph A exhibits 
a lagged inverse relationship between prices 
and output. A decrease in the output in such 
a situation, would lower the absolute . 
amount of paddy that the labourer received 
or in other words result in a fall in his wages. 

It would also simultaneously enhance the 
cost of his non-paddy requirements (the 
prices of which would go up with the rise . 
in rice prices). 

In view of the above modes of wage pay¬ 
ment, price increases could and did lower the 
real wages of agricultural labourers. 
Malabar’s agrarian economy was charac¬ 
terised by a high and virtually unchanging 
level of inequality in the distribution of land 
holdings.” Malabar had more than 75 per 
cent of the cultivato.s classed in the Rs 0-10 
revenue paying category, which was the 
lowest, throughout our period. 

Given the highly skewed nature of land 
distribution, a mass of dwarf holders and 
widespread money lending, one can safely 
assume the existence of distress sale, and 
consequently the subsistence costs of 
the small farmers were linked to price 
fluctuations. 

Price increases were thi- cumulative result 
of high transport cost.s, lowered output and 
a greater profit margin for the tertiary sector, 

In addition to certain years being marked 
by high prices, price hikes occurred annually, 
in the rainy months following the harvest of 
the first crop. It is in such a scenario that 
mortality and prices exhibit a close correla¬ 
tion throughout our period. 

In the months after the first harvest food- 
stock ran low and the demand for agri¬ 
cultural labour was at its lowest. With no 
woik and little grain available for the 
agricultural labourers and small farmers, 
June, July and early August were months of 
extreme privation. It was in this time that 
the maximum number of deaths occurred 
(see Table 7). The monsoons prevented 
fishing and pushed up the cost of this 
supplementary food item. Further it was 
during such times of subsistence crisis that 
fever, which was the single largest killer 
disease in Malabar, struck most viciously 
and cruelly. This yearly subsistence crisis 
enhanced the fatal potential of fevers. This 
can be substantiated statistically. Denoting 
the price of rice, CDR and fevers by sub- 
.scripts I, 2 and 3 respectively, we observe for 
the period 1900-1926 the following correla¬ 
tion coefficients; 

Zero order correlation 

r, j = 0.454 R- = 0.206 

Tj, = 0.210 R* = 0.044 

Partial correlation 
r, j 3 = 0.248 = 0.062 

rj, , = 0.505 = 0,255 

The lower coefficient of the partial correla¬ 
tion when price was held constant than when 
price changes were accounted for, suggests 
that the price variable was an important 
determinant in enhancing the intensity and 
killing capability of fevers. 
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The pattern of monthly distribution of 
births indicates that the maximum number 
of births occurred in July (see Ihble 7). The 
large number of births in this lean month 
must put further economic burdens on the 
poorer families. If July was the modal 
month for births, then it appears that the 
; maximum number of conceptions took 
place in September.’® This deduction is sup¬ 
ported by the fact that the month of 
Chingam (mid-August to mid-September) 
was considered the most opportune time for 
marriages. This was the month of Onam, the 
district’s harvest festival, when the monsoon 
eases and the peasants and agricultural 
labourers look forward to the coming 
harvest and times of plenty. 

Thus it becomes clear that given the above 
described pattern of income distribution, 
market conditions, extent of commercialisa¬ 
tion, the population’s occupational distribu¬ 
tion, climatic conditions and endemic 
diseases, mortality movements were the 
cumulative result of a complex interaction 
between these different processes. Mortality 
in colonial rural Malabar may be termed as 
'output-price dependent mortality’. 

In Malabar it appears that while on the 
one hand mortality was the chief determi¬ 
nant of population size, this was in turn 
dependent on agricultural output-price 
changes. On the other hand population 
change had an impact on .some constitutive 
processes of the agrarian structure, but not 
on others. 

One finds a parallel upward trend in 
population and area under occupation but 
there appears to be no association between 
the rate of increase in population and in area 
occupied (see Ihble 8). However, one does 
observe a sympathetic movement in popula¬ 
tion size and per acre productivity as well 
as total output. This observation, ceteris 
paribus fits in with Boserup’s thesis that 
greater population pressure on resources 
results in people working harder, thereby 
leading to higher agricultural productivity. 
In order to posit productivity as a sole 
resultant of population increment, other 
related variables have to remain constant. As 
noted earlier, the progressive replacement of 
tied labour with free labour and the increase 
in the number of cultivating as opposed to 
non-cultivating landlords possibly contri¬ 
buted largely to the increased productivity. 
In the absence of any substantiable data to 
prove that these two factors contributed to 
productivity increase, we cannot outrightly 
reject this contention of Boserup. Her 
general thesis is however seriously flawed by 
its insistence on designating population as 
an independent determining variable. 

At this point one may use Kula’s emphasis . 
on the cruciality of the demographic variable 
in a pre-capitalist social formation on the 
theoretic premise that unlike in thec^ntidisl 
economy, in the former, there ate no un¬ 
utilised but utilisable reserve protluction 
factors apart from manpower. In conclusion 
it may be said that change emerges from the 
internal contradictions of a social structure. 
Each constitutive social process of a'struc¬ 


ture is overdetermined by Ot^r socid plo- 
cesses and is constituted as relatively auto¬ 
nomous from the others only in the sense 
of the particularity of iu overdetermination. 

The donographic process in pre-capitalist 
colonial Malabar did assume the character 
of an independent variable vis-a-vis some 
economic processes, such as productivity 
increases and internal agricultural expan¬ 
sion, but could not affect relations of 
agricultural production, income distribution, 
cropping patterns and so on. Why the 
demographic variable, assumed relative 
autonomy and causal potential with regard 
to some social processes and not others was 
because of the way it was socially over¬ 
determined. Demographic changes were a 
cumulative product of multiple interconnec¬ 
ted social processes. While not independent 
its limited relative autonomy and its cap¬ 
ability to intervene in some economic 
processes, were themselves the product of the 
contradictions of a pre-capitalist economy. 
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OF late, much interest has been generated 
amongst those trying to look at health and 
health care from outside the purely ‘medical* 
framework, on their interrelationship with 
other aspects of the social order, political 
economy, politics, culture and ideology as 
well as philosophy. Pursing this interest 
many researchers have, almost inevitably 
resorted to the marxist approach to health 
and health care. From a marxist standpoint, 
health can be considered as a part and con¬ 
sequence of the economic, political and 
socio-culturai development of society. The 
problems of health and health care system 
reflect the production relations and the 
broader social order bused upon it. They 
cannot be separated from the problems of 
this broader social order. The role played by 
health care institutions and health care 
‘indiistiy’ in the economy; the impietus 
behind the ever expanding activities of laige 
industrial and financial enterprises in the 
sphere of health and health care; its effects 
on shaping ot health care services; role of 
a medical professional vts-a-vis the health 
‘industiy’ on (he one hand and the patient- 
consumers on the oiher; the role played by 
these institutions in social control and 
perpetuation of values rcinfoicing the ex¬ 
isting .social order based on class, gender and 
racial domination are, all. issues falling 
witliin the ambit of such an analysis. 

“Issues in the Political Economy ol 
Health Care” is a collection of essays which 
together attempt to look at these and other 
issues from a broadly marxist perspective. 
T he collection, as the editor John Mckinlay 
points out, is based on a common implicit 
issumption that, “much of what is presently 
inexplicable... would be rendered explicable 
if the worldwide medical industrial complex 
and the ideologies and activities that sup¬ 
port it. were considered in the terms of the 
logic of capitalisi expansion...”. The logic 
of capitalist expansion drives the whole 
society inexorably, whether under the in¬ 
fluence of a conscious social policy or other¬ 
wise, towards the maximisation of profits for 
the capitalist class as a whole and consolida¬ 
tion of power in the hands of this class. This 
power operates not only through the directly 
economic relationships, but through all the 
structures in the society including the ideo¬ 
logical structure, also. 

Imperialism ano III Healih 

In the later stages of capitalism, i e, in the 
stage of imperialism, capitalist social pro¬ 
cesses ptuvade ail' the corners of the globe. 
Therefoni any analysis of this phenomenon 


must necessarily take on an international 
view. What must be kept in mind i.s that the 
effects it ha.s produced are not uniform all 
over the world fliere are major qualitative 
differences in the efforts during the sue 
cessive stages of its development. By its very 
nature, the imperialist stage produces op¬ 
posite effects in the advanced capitalist 
countries where capitalist development 
occurred during the early stages of capita¬ 
lism and in the developing countries which 
entered the international capitalist economy 
in its late stage. Though even in the advanced 
capitalisi countries it now threatens to wipe 
out the early achievements by causing over¬ 
nutrition and producing environmental 
pollution, it has clearly been responsible for 
ill health in the developing countries. This 
crucial difference seems to be mis.sing, from 
the main line of argument, put forward in 
the first essay ‘Capitalism. Health and 
Illness’ by Joe Eyer. 

Eyer seems to have adopted a ‘cenirocen- 
tric’ view of capitalism in general in that he 
extrapolates from the effects of capitalism 
in the advanced capitalist countries of the 
‘centre’, where it has caused substantial 
health improvements, without taking into 
account the opposite effects produced in the 
developing countries in the ‘periphery’. 
Eyer’s main contention is as follows; The 
main social process under capitalism is con¬ 
version of rural peasantry into urban wage 
workers, made possible by expanded supply 
of foodgrains to feed the workers and that 
this increase in food production has enabled 
the people living in capitalist societies to 
improve their nutrition which has betfn fun¬ 
damental to the unprecedented decline in 
death rates. Both these arguments merit a 
closer look. 

While it is true that in the advanced 
capitalist countries expanding industry ab¬ 
sorbed the dispossessed peasantry and con¬ 
verted them into urban workers in the early 
phase of capitalism, this has clearly not been 
the case with the developing countries. For 
instance, in India, the peasantry is being 
dispossessed of land, and these pauperised 
peasants are joining the mass of rural 
landless. Given the low industrial growth rate 
compounded by large-scale mechanisation 
and automation, very few of them (ind jobs 
in the industrial sector. Most of them are 
forced into intermittent jobs which are often 
low-paying and insecure. Many join the 
ranks of largely ‘lumpen’ proletariat, hav¬ 
ing no fixed job sustaining them, by join¬ 
ing the contract labour force or picking 
rags, pulling rickshaws, headloading or just 
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begging or picking pockets. This process of 
pauperisation, unaccompanied by concomi¬ 
tant proletarianisation has had peculiar 
health effects. Not only has capitalist 
development forced the industries in the ad¬ 
vanced capitalist countries to look for cheap 
labour in the developing countries, but also 
many industries are being transferred to the 
countries, mostly into the so-called small- 
scale sector where the workers being un- 
organi.sed are powerle.ss to demand higher 
wages. This warped development ha.s in con¬ 
sequence, produced a situation wnere work¬ 
ers in the small-scale sector--who are in the 
main part lumpen contract labourers, though 
producing high technology goods like chemi¬ 
cals, automobile spare putts, synthetic tex¬ 
tiles and so on, are exposed to highly hazar¬ 
dous work environment. On the other hand, 
theii dismal living conditions, lack of ade¬ 
quate nutrition etc maks’ them victims of 
infectious diseases like malaria, typhoid, 
dysentery, tubciculosis and hepatitis. 
Moreover, this process of marginalisation of 
industrial production also affects factors like 
wages and other benefits accruing to the 
workers, their job security and their ability 
to organise and bargain collectively, all of 
which substantially contributed to the im¬ 
provement of the living conditions of the 
population in the advanced capitalist coun¬ 
tries (Doyal with Fennel 1983). This is largely 
lacking in most developing countries. 

The same process of marginalisation has 
bad differential impact on the health of 
women in the developing countries. Eyer 
observes that “... females have benefited 
much more than men from the health ad¬ 
vance possible with capitalism" (p 33). This 
is clearly not true in the developing coun¬ 
tries. This is signified by the lower rate of 
decline of maternal mortality rates in coun¬ 
tries like India. In fact women have had to 
bear the brunt of the worst effects of capita¬ 
lism in the developing countries. Increasing 
pauperisation coupled with persistence of 
patriarchal values has burden^ women with 
double work—wage-employment and house¬ 
hold work. This, alongwith the hazards of 
child bearing and under-nourishment takes 
a heavy toll of women’s health. Even in the 
industrial sector, women are forced into 
meniai. low-paying, in.secure and hazardous 
jobs. Several studies have reported the effects 
of such work on the health of women in in¬ 
dustries such as pharmaceuticals, beedi¬ 
making and beedi and tobacco processing 
(Cothoskar et at 1984; Jhavala et al 1984; 
Mankad 1986). 
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Food Production and Heai th 

Th« second part of the argument regar¬ 
ding the relationship of fall in death rate and 
increasing food production also does not 
hold true for developing countries. As £yer 
himself notes, decline in death rates occur 
even when nutritional standard arc falling 
creating “paradoxes such as the death rate 
reduction from 30-40/1000 to about 15/1000 
in much of Africa and South Africa from 
1935-1970, while caloric and protein in¬ 
takes. .. declined” (p 37). Even when the 
foodgrains production in India increased 
from 82 million tonnes in 1960-61 to 124 
million tonnes caloric intakes decreased 
from 400 gms of cereals and 69 gms of 
pulses per capita per day in 1961 to 392 gms 
and 38 gms respectively in 1983 (SOI, 1984). 
These figures in no way reflect the actual 
amount of foods consumed by the people. 
Only, not all of the foodgrain produced in 
the developing countries is used for human 
consumption, large agribusiness corpora¬ 
tions “divert high quality cereals from 
human consumption to feed livestock, which 
are then sold as meat in the advanced capita¬ 
list countries” (Doyal with Fennel 1983). 

Secondly low incomes of the majority of 
the people in these countries coupled with 
the falling value of money incomes puts a 
severe strain on the purchasing capacities of 
the people. They just, cannot buy the food 
that is theoretically ‘available'. 

It is not, that the author does not note the 
differential effects of capitalism but he fails 
to take into account these effects in develop¬ 
ing countries while recounting the health 
achievements of capitalism which are in fact, 
non-achievements .so far as the developing 
countries are concerned. Also, he fails to 
note that indirectly, the so-called health 
achievements have bwn made possible by the 
huge economic surplus derived from thd col¬ 
onial exploitation of the developing world, 
which in turn has contributed substantially 
to the latters ill health. 

If nutntional improvement has not been 
a major factor in the reduction of death rates 
in the developing countries, then what are 
the other factors responsible? Control of in¬ 
fectious diseases like smallpox, cholera and 
malaria through military operation-like cam¬ 
paigns, and the use of antibiotics, alongwith 
expansion of medical services, and the 
availability of technological means to avert 
deaths due to acute infections have probably 
been the most important factors responsible 
for this phenomenon. It is due to the same 
reasons, that though much of mortality 
seems to have been contained successfully, 
morbidity patterns remain more or less un¬ 
changed in the developing countries. It must 
be noted, however, that the large capitalist 
enterprises have stood to gain considerably 
from both these measures (see Bodenheimer 
in the book under review; Phadke (a) 1985. 

In an otherwise excellent comparison bet¬ 
ween different kinds of economic growth- 
one without concomitant urbanisation and 
one with it— Eyer observes that the decline 
in death rates in adult males has been slow 


and life expectancy stagnating in the coun¬ 
tries following the latter course. Analysing 
the causes he notes that risk factors such as 
smoking Type A’ behaviour, excess alcohol 
consumption, “directly linked to the stressful 
nature of capitalist social process” are 
responsible. On the face of it, the linkage is 
obvious. After all pressure of the need for 
'making it in life', aggressive competition in 
business and in the job market and the 
mechanical clockwork mode of living, do 
create stressful conditions under capitalism. 
But when one observes similar risk factors 
operating in the so-called 'socialist' coun¬ 
tries with similar health effects (Gidadhubli 
1983; /JNS 1983), this linkage no longer 
remains unprobienratic. Does it mean then 
that the ‘socialist’ countries have after all, 
another form of capitalist social process? Or 
is it that overconsumption of meat, fats and 
alcohol, capitalist organisation of work with 
systems of production incentives and dis¬ 
incentives, one-person management, coupled 
with the pressure to emulate bourgeois 
values—equating possession ot lu.suries with 
higher social standing, alienated and atomised 
lifestyle—factors that are in common with 
capitalism arc responsible for these risk fac¬ 
tors? Eyer prefers the first answer. 

His use of the category of ‘socialist 
capitalism' to denote the centrali.sed, hierar¬ 
chical social order in the ‘socialist’ countries 
has no foundation at all. For instance, while 
this system does show many common ele¬ 
ments with capitalism, there are significant 
differences also. For instance, while it is true 
that in both, there is an excess male mor¬ 
tality in the age group 50 to 70 years they 
differ in class-wise distribution of mortality 


and morbidity. The socialist countries show 
a phenomenon of ‘homogenisation* of mor¬ 
tality over class, race and urban rural 
categories (Aldeiguia and Alderguia 1983). 
In order to understand the nature of health 
care and health status in these countries, 
a thorough analysis of the nature of the 
‘socialist’ societies is essential. 

In an insightful section on a surplus po¬ 
pulation, Eyer analyses capitalism’s whole¬ 
hearted support for population control 
measures in the developing countries. He, 
very rightly, puts measures such as wars 
which control population directly, repres 
sion, which controls the effective social 
demands like wage rises, etc, of the surplus 
population by force and birth control pro¬ 
gramme under a single category of popula¬ 
tion control. He has, however, overlooked 
the largely anti-women nature of the birth 
control programmes which are directed aiso 
by patriarchal need to control women’s 
fertility. 

That, further advance.s in the health status 
of the people in developing countries are im 
possible by technological means alone, is 
becoming f^ast evident even to the imperialist 
powers. The contradictions of capitalist 
development are fast ripening. The limits to 
health improvements are not delimited by 
“how many diseases one can immunise 
against.. .’*(p 37). But by the limits of th^s 
contradiction itself which does not allow for 
better living and working conditions, con¬ 
trol over one’s life and the social processes 
and a unaliented life style for the people, 
only a forcible resolution of this contradic¬ 
tion can produce the desirable transforma¬ 
tion in the health of the world’s population. 
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But struggle for better health need not 
await the total resolution of this contradic¬ 
tion. Movements for better wages and liv¬ 
ing conditions, more democratic control over 
health services, for public health measures, 
as well as for a socialised system of health 
care services, can be launched here and now. 
There are enough examples of such move¬ 
ments, raising hopest in this direction. Un¬ 
fortunately Eyer, has chosen to overlook 
these small lamps in the darkness. After a 
very lucid analysis of the constraints for 
further health improvements he comes to a 
conclusion which may look realistic but in 
reality, it cynically buttresses the high- 
pitched capitalist propaganda of “you can’t 
do without us". He fails to grasp the sigiii- 
Hcancc of movements that are but embryos 
of radical change in the world of capitalism 
He has also failed to take note of the lessons 
of health improvements in ‘socialist’ coun¬ 
tries especially in Cuba, China, Mozambique 
and Nicaragua. Instead of looking at the 
present state of affairs in these countries as 
des'eloping a new set of contradiction which 
can only be resolved in stages, he has equ¬ 
ated capitalism and present-day socialism on 
the basis of superficial icsemblanccs, over¬ 
looking some deep differences. However, on* 
is aware tliat the cynicism of his conclusion 
is only a reflection of (he cy'nical reality, one 
produced by the “bourgeois world on its 
head”. 

Cniuk.M AttouNi oi- Heauh 

White a critical analysis of the objective 
data such as niurhidity and mortality pat¬ 
terns, economic parameters and so on, re¬ 
veals the socio-economic processes underly¬ 
ing the health situation, an exposition of the 
subjective feelings and attitude towards 
health, reveals the ideological substructure 
in connection with health. In ‘A Cultural 
Account of Health’ Robert Crawford, pro¬ 
vides a window into the minds of a cross- 
section of urban Americans showing us the 
pres’ailiiig values about health reflected 
through a senes of imerviews with 60 people. 

The author has identified two main values 
prevailing regarding health, health as self- 
contrOl, self-discipline and will power and 
health as release, ability to enjoy life, etc. If 
health as control is seen to be perpetuating 
the existing social order it is because values 
of control and discipline have been seen to 
be as essential components of the work ethic 
under capitalism. This has required the 
“disciplining of minds and bodies to the ‘in¬ 
dustrial clock’ ” (p 78). During the times of 
crisis, these controls are tightened further. 

While thiikis true, are values of self-denial, 
self-control, self-discipline and will power 
peculiar only to western culture, as claimed 
by the author? In fact, all social orders based 
on coercion and repression have required 
these values for the perpetuation of their 
power over people, whether in the east or in 
the west. Dominant schools of Indian philo¬ 
sophy like vedanta, are full of such do’s and 
don’ts which exercised social control over an 
individual’s behaviour. Yoga, the cult of 
asceticism so cxtcdled by the Hindu ortho¬ 


doxy is based upon strict self-denial and 
will power. Similai; values are reflected in 
ayurveda, which seeks to regulate and 
discipline escry aspect of human life. Ill 
health can be thus, explained away by blam¬ 
ing the victim for not having exercised 
enough self-control. Obfuscating the real 
material causes of human suffering has been 
has hallmark of all the ideologies propound¬ 
ed by repres.sive sutial oidcrs. When ill health 
in an individual is a direct result of factors 
over which an individual has some control, 
e g, diet, personal habits etc, self-control and 
selt-dcnial form the highest virtues for 
achieving good health. But when these fac¬ 
tors arc not under the control of an in¬ 
dividual, e g, harm-causing environment, 
hazardous work, natural elements and fate 
arc blamed foi ill health, a.s in primitive 
societies or as m the modern societies, 
pollutants and sticss are blamed. They are 
all considered given, unchangeable entities. 
Health can be achieved only by controlling 
the former--self-control, and not worrying 
about the latter -release. 

Both these values are essential in a socie¬ 
ty which continues to produce a disease- 
producing environment, hazardous com¬ 
modities and Stressful social relations. 
Without these values, it would become im¬ 
possible to maintain the prc.senl order. 

If one takes an individu^’s view of reality 
it becomes difficult to demonstrate the dis¬ 
tortions in this view. It is so, primarily be 
cause “our concepts of our bodies and our 
understanding do not simply replicate 
cohesive or unitary cultural categories” 
(p 95)—at least not in a single individual. 
It is only when these individually experienced 
attitudes and concepts are analysed collec¬ 
tively that one can discern a pattern that 
reflects "a dynamic distribution of power 
with all the contradictions that such a system 
produces in social life". And then control 
and release as means of insistence; also begin 
to emerge out of the interpretation of such 
a view. Indeed, this contradictory pair is 
essential for the perpetuation of the present 
health ‘consciousness’, the same pair can 
become a vehicle of its transformation. Also, 
only in this way, can those factors which 
seem to be unamenable to an individual 
become accessible to change. For instance, 
a collective activity by workers of limiting 
occupational hazards by resorting to even 
individual methods, represents to a certain 
degree a resistance to the disease-producing 
tendency of capitalism by exercising self- 
discipline. Similarly, releasing of tension 
through community festivals of song, drink 
and dance, so common to tribal societies, 
also represents a protest against the stress- 
producing tendencies of capitalism. One is 
reminded here of the tantrics of India who 
effectively used the human body to sym¬ 
bolise their resi.stance to the moral strait- 
jacketing by the brahmin theocracy. But one 
must also be wary of such symbolic resis¬ 
tance as they are only of symbolic signi¬ 
ficance and are liable to be absorbed by the 
dominant cultural value systems and be in¬ 
effective in changing the material basis of 


the existing consciousness. 

This thought-provoking essay should en¬ 
courage similar exercises in the context of 
the Indian cultural settings. An area which 
requires further exploration in this context 
is how come human body and its experience 
by an individual has become the area for 
Conflicting values? Docs it have any connec¬ 
tion with the earliest of human experiences 
of repression which was directly realised 
through the human body? Domination of 
one tribe by the other, the earlier form of 
repression, was mediated physically. Also 
slavery, wheie the slave-owner owned the 
slave in his/her physical form. Even gender 
domination of women by men, was mediated 
through the control over women’s bodies and 
was experienced as such by them. In socie¬ 
ties, Inhere slavery, i e. the direct ownership 
of human bodies, did not exist, for instance 
in India, is the health consciousness any 
different? 

'Vhe control-release contradiction is linked 
lo the contradictions of capitalism including 
the gender contradiction. It can only be 
resolved by transcending it, when self-con¬ 
trol itself becomes release, work becomes 
pleasure, life.stylcs become health-producing 
then health will be seen neither as self- 
control nor as ability to enjoy but each will 
be its other. These categories themselves will 
disappear. 

HEAI.TH and New iNXERNAnONAL 
Economic Order 

Vicent Navarro’s essay on ‘The Crisis of 
International Capitalist Order and Its Im¬ 
plication on the Welfare State’ is a piece of 
brilliant analy.sis from an openly marxist 
standpoint of the present-day economic and 
political order. Navarro’s continuing strug¬ 
gle against the asphyxiating orthodoxy, the 
apologisers of capitalism lays bare the in¬ 
terests of the bourgeois state in consolidating 
its welfare measures as well as in their sup¬ 
port to the demands of the New Interna¬ 
tional Economic Order. He points out that 
the welfare state, instead of breaking down 
is being restructured by capitalism to reduce 
consumption, rationalise use of resources in¬ 
cluding human resources, render other alter¬ 
natives impossible, disarm workers materially 
and ideologically and restore an atmosphere 
conducive to capital accumulation. He sees 
even movements for self-care, though initially 
arising as a form of protest, serving the pur¬ 
pose of reducing the expectation of people 
from the state Howeser, one is almost 
astonished to see the omission of primary 
health care strategies, the family planning 
programmes and the Alma Ata declaration, 
from this otherwise comprehensive analysis. 
The same author has elucidated elsewhere 
(Navorro 1986) the relationship of these with 
the process of the restructing of interna¬ 
tional capitalism. This very enlightening 
essay needs no further comments. 

Monopoly Capital and Medical 
Industry 

1 he book contains two essays on the role 
of monopoly capital in the medical industrial 
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compIcL J Wintn Salmon looks at the con¬ 
ditions which facilitated the entry of mono¬ 
poly capital in medicare in the US and its 
subsequent effects in 'Organising Medical 
Care fm* Profits’. In the secmid piece Thomas 
S Bodenheimer analyses the role of that 
much flogged horse of monopoly capita¬ 
lism—the transactional pharmaceutic^. 

Monopoly capitalism entered the medical 
industrial complex quite late as compared 
to other industries, even in the US. Increas¬ 
ing costs of medical care led .to the rise of 
medical insurance giants but perse medical 
care was still under the autonomony control 
of the mRlical profession. The last fifteen 
years or so has seen a phenomenal rise in 
the number of beds in the “for-profits” 
hospitals. The same logic of capitsdist ac¬ 
cumulation that drives any other capitalist 
industry also drives these hospital. All the 
management and financial techniques em¬ 
ployed elsewhere are used here in order to 
derive maximum profits. Muti-hospital 
chains are being formed and mergers of 
small hospitals take place. Not only that, 
they are having collaborations with similar 
hospitals in many third world cities. 

Salmon argues that with the entry of 
monopoly capital, and “given forthcoming 
industrialisation of health services, small- 
scale medical practice will become untenable 
and professional prerogative, will erode 
slowly” (p 171). This view has been partially 
contended in a later essay (see ‘Pl^sicians 
and Their Sponsors’). 

Though, the developing countries still 
show a wide prevalence of small-scale prac¬ 
tice in the private sector, recently in India, 
monopoly capital has made considerable 
inroad with the launching of a medical in¬ 
surance scheme by four major general in¬ 
surance companies. Even several elite, for- 
proflt, medical care and research institutes 
are springing up in major Indian cities, one 
such efibrt being promoted by a manufac¬ 
turer of medical equipment Salmon’s essay 
provides a relevant framework for analysing 
this phenomenon in the Indian context. 

IVwnational pharmaceutical companies 
have been the focus of many studies in the 
West as well as in the third world countries. 
The campaigns for rational drugs by con¬ 
sumer and other organisations have brought 
the black deeds of this devil into sharp focus. 
Bodenheimer’s essay is another addition to 
the fast-growing literature on this theme. 
This comprehensive essay very lucidly des¬ 
cribes the growth of this giant, conditions 
that led to its relative resistencr to interna¬ 
tional economic crises, various modes of ex¬ 
tracting high profits as well as the underly¬ 
ing sexist, racist and class biases in its opera¬ 
tion. The essay contains a wealth of statis¬ 
tical information on the ownership pattern, 
production and annual turnover of the more 
prominent of the giants. 

In the end, the author gives a list of 
reforms possible. What is commendable is 
that he does not harbour any illusions regar¬ 
ding an easy success in getting these reforms 
implement^ nor about the long-term solu¬ 
tion of the problem. He exitfcitly states that 


the long-tom solution lies in “...the 
development of a form of socialism... that 
truly places control over the world’s re¬ 
sources, over the great discoveries... in the 
hands of the majority of world’s people.. ■” 
(P 213). 

NEW Medical Relations of 
Production 

Charles Derber in his essay ‘Physicians 
and Their Sponsors; The New Medical Rela¬ 
tions of Production’ introduces a new con¬ 
cept of sponsorship while explaining the lack 
of proletarianisation process of the medical 
profession, a process which is now beginning 
to engulf other professions. Introducing the 
concept, Derber statm that under capitalism, 
“the function of production capitalisation 
and market mediation have been... joined 
in the... employers. It is crucial to under¬ 
standing' relationships in medicine to re¬ 
cognise that they can be separated... pro¬ 
ducers who lose control over one function 
do not necessarily surrender control of the 
other..(p 217). The concept of sponsor¬ 
ship is intr^uc^ to identify any relation¬ 
ship between producers and providers of 
capital on whom they are “dependent for 
capitalisation of production and/or media¬ 
tion of market... sponsors are defined as 
agents who provide external capital to pro¬ 
ducers for production and distribution but 
not necessarily as employers...” (p 220). 

This long quotation conveys the essential 
aspects of this concept. This modification 
of classical, marxist concepts of class, verg¬ 
ing on ‘revisionism’ creates many problems. 

First, calling the capitalist employers as 
providers of capital is a gross distortion of 
an important marxist concept. In marxian 
terms capital is essentially a relationship bet¬ 
ween the direct producers of use value who 
sell labour power and those appropriating 
the surplus value created in the process 
i e, the owners of the means of production, 
the capitalists. It is not just a sum of money, 
or generally propounded by the apologists 
of capitalism. The concept ‘providers of 
capital’ incidentally reminds one of the petty 
bourgeois theories of equal partnership of 
labour and capital, between providers of 
labour and providers of capital in the pro¬ 
duction process. If by providing capital is 
meant, providing the instruments of labour 
(machinery, etc) and conditions of labour 
(building, raw material, etc) and production 
is carried on by utilising the labour power 
of others, no new concept is necessary to ex¬ 
plain such a relationship whatever new forms 
it may take, however autonomous may the 
seller of labour power be Even if the pro¬ 
vider of capital in the above sense, does not 
further the conscious purpose of realising 
profits in a welfare state the essence of the 
relationship does not change, for the surplus 
value produced still manifests itself not par- 
ticqlarly, but generally, in the proflts of other 
capitalist who gain from the loss incurred 
by one. 

Secondly, proletarianisation does not en¬ 
tail the pr^ucer’s dependence on external 
source of capital. If that was the case, all 


the petty producers and the businessmen 
who deprad on banks for ^ing capital for 
investment could have been categorised as 
proletarian. An absurd situation indeed. 
What it entails is a loss of ownership over 
the means of production and a compulsion 
to sell one’s labour power in order to sur¬ 
vive. In an organised hospital system, 
doctors-employee do come under this cate¬ 
gory. However, they sprve the function of the 
management of surplus value production 
alongwith themselves taking part in its pro¬ 
duction. “Wage-earning doctors are on the 
one hand, part of the team of labourers con¬ 
sisting of nurses, midwives, technicians, etc, 
doing materially useful work and like them, 
not owning the insuuments of labour 
(medical equipment) and condition (building, 
and other structures) of labour” (Phadke (b) 
198S). On Che other hand they also perform 
the function of supervision of paramedics, 
manage resources (drugs, equipment, etc) 
utilisation, this layer of doctors could be said 
to be a part of the new middle class—a 
cocept clearly formulated in recent marxist 
literature (e g, E Wright). 

Now, so far as those doctors who arc 
otherwise practising independently are con¬ 
cerned, like petty producers they fall in the 
classical petty bourgeois class, however 
dependent they may be on the large hospital 
for use of beds and equipment. The process 
described by Derber is an indication of their 
transitional state. They are coming increas¬ 
ingly under the control of monopoly capital. 
Their capacities to invest on their own, in 
the costly equipment and in maintenance of 
a large number of bed is getting limited. As 
a result, they are forced to depend upon large 
hospitals to continue their practice. Their 
position is not qualitatively different from 
that of a petty producer who one on the 
hand depends upon financial institutions for 
investment capital and on the other on the 
large industries for selling his products. The 
concept of, mutual sponsorship’ advanced 
by Derber to explain the relationship bet¬ 
ween third party reimbursement companies 
and large hospital on the one hand and the 
purchasing doctors ‘sponsored’ by these in¬ 
stitutions, obscures the highly unequal 
nature of this relationship. The power of the 
former can be judged from the fact that 
ultimately, (hey were able to break the 
resistence of the American Medical Associa¬ 
tion to the idea of physician sponsorship. 

Applying a fundamentally wrong concept, 
the author comes to a wrong interpretation, 
the author’s contention that this mutual 
sponsorship will develop and come to domi¬ 
nate the medicare scene and will serve the 
purpose of cutting down on costs of medical 
care is rather a sim{distic one There are deep 
conflicts between the interests of the spon¬ 
soring organisations and sponsored physi¬ 
cians. While the former’s interest lies in 
reducing patient visits, cutting down on 
reimbursible costs, the interest of the latter, 
coinciding with the pharmaceutical and 
mediequipment companies, Kes in increas¬ 
ing utilisation of the medidU serv^ Other 
possibilities also exist. Though, it may be 
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true that in the US the process of proletari¬ 
anisation amongst the medical profession 
may not, be so evident, but in developing 
countries like India, with the state interven¬ 
ing in a big way in providing medical ser¬ 
vices, this process is quite strong. Various 
movements demanding improvement in their 
service conditions by the junior doctors, in¬ 
terns and government doctors, in West 
Bengal,. Maharashtra and Delhi in the past 
few years clearly points to this transforma¬ 
tion in the class nature of these doctors. A 
total break with the marxist concept of class 
does not enable one to understand this 
phenomenon and to contribute towards the 
medical care such a marxist analysis would 
indicate. 

Western Medicine in Third World 

In the concluding contribution to this 
book D Banerji deals extensively with his 
favourite theme ‘The Political Economy of 
Western Medicine in Thiid World Countries’. 
IVacing the development of medical care in 
India from ancient times to the present, he 
locates the origin of the dismal state of 
health and health-care in these countries in 
the process of colonisation. He maintains 
that the people became pauperised during 
the process of colonisation and “were unable 
to maintain the health services that they had 
developed earlier.,. This vacuum was filled 
by faith healers, sorcerers, magicians and 
other quack medical practitioners... In ad¬ 
dition ... colonial rulers were not concerned 
about public opinion!' In a very lucid nar¬ 
ration of the development of health services 
in the post-colonial era, he correctly states 
that “community resources were made avai¬ 
lable to establish a number of hospitals, 
many with the latest equipment... The 
western... countries provided a reference 
frame for the institutions for education, 
training and research. This arrangement pro¬ 
ved convenient to both the colonisers and 
the priviledged few among the natives” 
(p 263). With the increasing demands for 
health services from the people, it is no 
longer possible to perpetuate the present 
state of things without making concessions. 
According to Banerji, this concession was 
offered in the form of the famous commu¬ 
nity health volunteers scheme launched by 
the Janata government in India in the late 
seventies. It is supposed to be based on com¬ 
mitment to bypass the medical establishment 
and go directly to the people. Banerji says 
that this has provided a “favourable setting 
to challenge the basic, scientific, sociological 
and economic premises of the earlier ap¬ 
proach to the development of health services 
in India and for formulating an alternative 
approach”. Though he himself concedes that 
the philosophy behind this programme has 
been grossly distorted by forces of "the elite- 
oriented professionalised health system” (not 
to speak of the commercial interests of com¬ 
panies), how an alternative can be formu¬ 
lated without actively fighting such forces 
is not stated. This silence becomes signiH- 


cant In the light of what follows. He then 
goes on to Identify the main political issues 
in health. Me asserts that formulation of an 
alternative in health is a political question— 
a question of power. In support, he cites the 
examples of Cuba and China where “very 
positive efforts were made to involve the 
population in the process of decision-making 
as part of a nation-wide political movement 
for bringing about radicid social change. In 
these countries the very process of democia- 
tisation of the political system had led to 
serious questioning of the technological, 
social and economic bases of the health 
system..(p 267). 

After these radical pronouncements on 
the causes of ill-health in the third world 
countries and the significant allusion to the 
political nature of health action in Cuba and 
China, when Banerji comes to the radical 
strategy propounded by such institutions 
as the World Health Organisation—that of 
Primary Health Care—this radicalism va¬ 
nishes. Analysing the reasons for accepting 
of Alma Ata declaration by the political 
power structure of WHO, we are told that 
it was because of “a gradual rise in forces 
of democratisation among people in third 
world countries”. These internal tensions in 
some of the member states impelled the 
WHO to bring about the desired shift from 
crash campaigns to integrated concepts of 
health care. One wonders how forces of 
democratisation that are not able to en.sure 
proper implementation of the CHV scheme 
in India can influertce a powerful inter¬ 
national body like the WHO without any 
change in the internal political structures. 
At best it is a naive acceptance of what is 
being stated by these bodies themselves, 
without going into the compulsion on inter¬ 
national capital for restructuring so as to 
make possible further capital accumulation. 
In fact the view taken by the Alma Ata con¬ 
ference and the WHO of the “major health 
problems of the world, as well as its proposed 
solution for them is wrong... they represent 
the perspective of the dominant classes in 
today’s world (Navarro 1986). 

In the concluding section, Banerji asks for 
implementation of the various components 
of the primary health care strategy, medical 
care, maternal and child health services, the 
fertility regulation programme and the en¬ 
vironment sanitation programme, without a 
word about the political programvie for 
health action. Forgotten are the lessons of 
Cuba and China, wherein restructuring of 
health services was obtained in the process 
of democratic control over political struc¬ 
tures. Instead of recommending a struggle 
for a democratisation of health and health 
care, which would have been a logical 
corollary to the foregoing analysis, a pro¬ 
gramme for people’s participation in the 
primary health care strategy is put forward. 
Is this people’s participation not the same 
facade that Banerji warns us against earlier 
when he says “more often than not the com¬ 
mitment to democratisation is used as mere 


facade to perpetuate old unjust social rela¬ 
tions”? Dmocratisation in health, meaning 
thereby a process of placing actual control 
in the hands of the majority of workers, 
peasants and women, can be achieved only 
by joining up with their struggle for 
democratic control in other aspects of life. 

However, it should be clarified here that 
it is not the relevance of the primary health 
care strategy that is being criticised. One is 
only pointing to the limitations of such a 
strategy if used for radical health action. 
Thus health, instead of becoming a weapon 
in the hands of the exploited to be wielded 
against the rule of capital, has become an 
’entry point’ for programmes propounded 
by the international capitalist system. 

In conclusion, it must be stated that the 
book, though varying in its treatment of the 
different issues and in the viewpoints and 
styles presented in general, does make an at¬ 
tempt to fulfil the hopes raised by the editor 
quoted in the opening section of this review. 
It is recommended for those studying socio¬ 
logy of medicine and health, both as an 
academic interest or for its practical applica¬ 
tions. A number of the articles are thought- 
provoking. bordering on the controversial. 
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SPECIAL ARTICLES 


Coolie Exodus from Assam’s Chai^ola Valley, 1921 

An Analytical Study 

Kalyan K Sircar 

Then can be no doubt about the severity of depnssion in the tea industry during the early post-war years. 
This depnssion was mon acute in Surma valley than in upper Assam. 1b cut expenses and avoid bankruptcy 
many planters rctnnched their labour force and introduced short workings for those ntained. The disappoint¬ 
ment of the worker was gnat, and specially so when he saw what was happening to the local railway employees 
who had obtained a wage rise after successful strike action. 

Strikes and other industrial action wen not unknown to the tea workers of Assam. After the war these protest 
movements wen mon carefully organised. This was possible because of a number of influences: the ncent incnase 
in immigration of workers from the UP when political activities wen becoming incnasingly important; a number 
of workers wen converted Christians and thus mon literate and able to keep contact with their homeland when 
also there was political unrest; a number of missionaries and Bengali clerical staff provided organisational help; 
the victories of the neighbouring railway workers provided inspiration. In the post-war period, Assam was no 
longer a nmote ngion; then was much movement of workers from Assam to other parts of India, and many 
of them were becoming awan of opportunities elsewhen. 

These developments, favourable to a workers’ movement, can be taken as safficient explanation of the 'exodus’ 
from the Chargola valley. Then is little dinct evidence to suggest that the tnkkihg was planned by the Congress 
non-cooperators as part of their political campaign against the British government. 


AMALENOU GUHA in his “Planter-Raj 
to Swaraj: Freedom Struggle and Electoral 
Politics in Assam, 1826-1947” writes: 

The Chargola exodus, though a well 
known historical episode, awaits further 
analysis as a social phenomenon... An 
economic struggle at the beginning, the 
sporadic strikes culminated into a mass 
political action in the form of a collective 
escape from the bonded labour system. The 
exodus was an open revolt, a primitive action 
against the legitimised conditions of serf¬ 
dom. It was the product of an interaction 
between the Gandhian impact on primitive 
minds and the incipient class militancy.' 
The following is an attempt at this ‘further 
analysis’. 

I 

The post-First World War difficulties of 
the tea industry are well known. The war¬ 
time expansion, boosted by a guaranteed 
price irrespective of the qualities of tea sup¬ 
plied, was soon followed by a severe depres¬ 
sion. The war-ravaged continental market 
could hardly maintain the level of its pre¬ 
war purchase of the commodity. Russia used 
to buy nearly one hundred million pounds 
of tea annually. Tliis market was totally gone 
for the time being. The fall in the value of 
the rupee failed to revive the demand for tea 
in the overseas markets.^ Again, the reduc¬ 
tion in freight charges which took place after 
1919 was of no significant help. The in¬ 
dustry’s efforts to obtain the repeal of the 
export tax was unsuccessful.’ The three pies 
per pound which was levied on all tea, 
irrespective of quality, bore heavily on the 
low grades, and many gardens manufactur¬ 
ing this tea were threatened with bankruptcy. 
The London Times Review of the industry 


for 1920 made grim reading. It reported the 
collapse of the continental marlnt which, 
according to the Review, meant a total of 
100-150 million pounds of unsold tea. It 
criticised the industry for its unwarranted 
early post-war expansion programme and 
not^ with some relief the return to sanity 
by .the reduction of annual production to 
1919 level.^ 

The plight of the industry was one of the 
main themes in the speech of Sir Nicholas 
Beatson Bell, Governor of Assam, when he 
inaugurated the reformed Assam Ixgislativt: 
Council: 

... a very great and very real danger is 
threatening all of you—Britons and Indians, 
landlords and tenants, professional men and 
women, men of both valleys and men of the 
hills.’ 

The domestic market for tea which had 
expanded greatly during the war showed 
some stagnation, if not actual fall, after 
1920, due^ among other causes, to Gandhi’s 
preachings against tea drinking. 

Faced with the mounting stock of unsold 
tea and rising costs of production, many 
planters began to retrench their labour force 
This threat to the workm’ livelihood came 
at a time when they were eagerly waiting for 
a long-overdue revision of their wages. It was 
widely rumoured that the employers would 
pass on some of their war-time gains to the 
workers.* instead, suddenly the prospect 
changed, and retrenchment and short work 
spread from one garden to another. The 
problem of the Surma VUley was specially 
graven as here production consisted mainly 
of low-quality tea, the price of which was 
falling more rapWy than the quality tea 
which the Assam Valley produced.^ In 
general, the Surma Vall^ workers fared 


worse than the rest of the province" For 
some years during and after the war the 
Assam Valley workers had been supplied 
with rice by their employers at a subsidised 
price of Rs 3 per maund. During this period 
the Surma Valley tea labourers had bought 
rice from the market at Rs 6.’ Added to 
this was the important fact that the scope 
for supplement^ income was less in the 
lower Valley than in the upper one."* 
Furthermore, when, in the face of over¬ 
production, the Surma Valley introduced 
finer plucking, many workers suffered from 
a reduction in earnings. It has also been 
mentioned in contemporary accounts that 
some management practices bore more 
harshly on the Surma Valley labourers than 
on their fellow workers in other parts of 
Assam. For example, deductions for the 
moisture content of leaves on wet days were 
as much as 2S to 50 per cent of the day’s 
plucking." Naturally, in a period of lean 
earnings, workers took more notice of this 
unhelpful practice. 

The incidence of unemployment among 
the tea labourers became extensive by the end 
of the first quarter of 1921. The South Sylhet 
correspondent of the CalcuUa Stataman, in 
his despatch dated February 22,1921, wrote 
about gardens being clos^ down and of 
‘coolies’ going abdut begging for work at 
gardens. The correspondent added: ‘‘Some 
gardens an not employing half the icoolies’ 
they employed in normal times!’ Many of 
them, however, found temporary work %t 
tank-making and repairing ip the bostis and 
repairing roads'.” By the onset of the mon¬ 
soon in a few weeks’ time^ this avenue of 
employment would also be lost. 

The restive labour force reacted various^ 
in different parts of the province. In Ac 
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north-eastern part of the country—in the 
Lakbimput gardens—there were strikes in 
Septcmber-October 1920, in protest against 
the price charged for the insufricient and 
poor quality of rice supplied. The Darrang 
district, on the other hand, experienced two 
serious riots in labour estates in the month 
of October 1920 and March 1921.” In other 
districts labourers resorted to assaults on 
Europeans and Indian garden assistants, 
damage to garden properties and the looting 
of shops. In Sylhet, specially in the Karim- 
gung subdivision, labourers took the most 
drastic action—a large-scale desertion of 
gardens and journey back to their native 
homes in the United Province, Centra) 
Province and Madras. 

The strike and desertion started on May S, 
1921. According to the Indian Tba Associa¬ 
tion, some women workers of a number of 
gardens in the Chargola Valley suddenly 
struck work demanding higher wages. Soon 
the male workers joined them in sympathy 
and the ‘trouble spread quickly in the ad¬ 
joining gardens and valleys.'* After a time, 
irrespective of any concessions granted by 
the employers, they began to leave the 
gardens en masse. Within a few days mote 
than SO per cent of the men and women 
employed in the Chargola Valley, and a con¬ 
siderable number from the neighbouring 
Ijongai Valley in the Karimgung subdivision, 
had left. The total number involved has been 
variously estimated from 7,000 to 10,000.” 
Some gardens suffered mqte than others. In 
one extreme case, one garden normally 
employing between 400 and 500 labtrurers 
lost all except the assistant in charge and one 
syce. The movement also spread among the 
domestic servants employed by the European 
staff. Soon the local dealers began boycot¬ 
ting the tea-garden bazaars in an effort to 
prevent foodstuffs from going to the Euro- 
piean planters.'*' 

The deserting labourers marched to 
Karimgung—some 40 miles from the 
gardens—and from there took trains for 
Chandpur. They bought short journey 
tickets, and barricaded the carriages so that 
they could not be got at at the end of their 
legitimate journey. In the first batch some 
1,800 arrived at Goalundo via Chandpur, 
The boat journey from Chandpur to 
Goalundo was arranged by local government 
officials. Sushil Sinha, the local Sub Divi¬ 
sional Officer (SDO), apprehensive of the 
possibility of an outbreak of cholera in the 
town, because of the presence of a large 
number of garden labourers, had arranged 
for special steamers to take them to Goalun¬ 
do.” From the latter place they journeyed 
on at government expense to arrive at Asan- 
sot, where cholera broke out and their fur¬ 
ther progress was stopped. Some escaped, 
howe^, and arrived at Howrah, where they 
were again detained. Here, the represen¬ 
tatives of the tea managing agency houses 
tried to persuade them to return to the 
gardens. But they declined, and gradually 
disappeared in crowded Calcutta. 

Meanwhile, the action of the local of¬ 
ficials was disapproved by the Bengal 
government then stationed at Darjeeling, 
and any flnkncial help to repatriating labour 


was forbidden. The result was that a large 
number of Assam labourers remained 
stranded at Goalundo and Chandpur. Those 
who were refused help in the former place, 
although weak and famished, continued 
their journey on foot. In two telegrams, 
dated May IK, 1921, to the local officials 
at Chandpur and Goalundo, the Bengal 
government seni the following instructions: 

(a) The help of any agents of the Tea 
District Labour Associaton should be 
enlisted, and their accommodation 
should be utilised. 

(b) The District Magistrate of Goalundo 
should explain to the coolies that their 
best interest is to return to the 
gardens. '* 

During all these days the marching 
labourers were daily arriving at Chandpur, 
creating congestion and health ha7.ard$ in 
the town. On May 19 the Divisional Com¬ 
missioner, the District Magistrate and the 
Superintendent of Police arrived at Chand¬ 
pur. They held a meeting about the growing 
congestion of tea workers in the town, who 
numbered more than 3,000 on that day. 
Another important arrival of the day was 
J McPherson, representative of the Tea 
District Labour Association (TDLA) who, 
according to The Statesman, “ask^ the 
SDO to take steps”.'* The newspaper 
reported the outbreak of cholera in the town, 
resulting in ‘several deaths’. The stranded 
labourers had taken shelter in the railway 
station which was situated somewhat out¬ 
side the main town and was by the side of 
the steamer ghat. We do not find, at this 
stage, the non-cooperators being active 
among these workers; instead we read about 
unorganised and helpless labourers being 
assisted by the Puran Bazaar merchants, 
who distributed rice, dal, salt and pepper to 
them. 

The local government officials now began 
carrying out the instructions of the Bengal 
government. Already on May 17 the District 
Police Commissioner of Sylhet had pro¬ 
claimed the 144 IPC prohibiting all public 
meetings within seven miles of some tea 
gardens of the district. This action, it was 
thought, would prevent non-cooperators 
from coming into contact with the workers 
and thus provoking further desertion of 
gardens. The official opinion was in agree¬ 
ment with the planting opinion as to the 
cause of the 'exodus’-the non-cooperators 
‘using’ the innocent doolies’ (who were 
‘credulous as infants’) to secure their politick 
ambition. The other step to be taken by the 
local officials, as per the telegrams of May 
18, has already been referred to. At an un¬ 
official level, McPherson of the TDLA on 
his arrival got in touch with the SDO and 
together they approached the local leaders, 
including Hardayal Nag, with a request to 
try their influence in inducing the workers 
to go back to the gardens,'® 

There is no evidence to suggest that the 
important change in the government policy, 
viz. the withdrawal of free passage for the 
repatriating labourers, was made known to 
the stranded tea workers squatting at the 
Chandpur railway station. On the night of 


May 19, as on the previous three nights, a 
batch of workers attempted to board a 
steamer lying by the ghat, bound for 
Goalundo. The SDO who was present there 
at the time, accompanied by McPherson, 
ordered the gangway between the steamer 
and the receiving flat to be removed, and it 
was rumoured that a number of men fell into 
the river. However, already some 341 of them 
had boarded the .steamei and disregarded the 
order to disembark. Eventually, the steait\er 
cast off with 341 coolies on board and 
anchored in mid-stream. The coolies were 
next morning allowed to proceed to Goalun¬ 
do without payment of fares.*' The remain¬ 
ing labourers at the ghat were cleared with 
‘some difficulty’, in the course of which the 
SIX) and McPherson were assaulted. 
Repeated attempts to re-invade the steamer 
ghat were made by the coolies on the flat 
during the night, and they continued to 
occupy the station yard and premises.** 

The next morning Kiron Chandra De, the 
Divisional Commissioner, wired for a batch 
of SO men from the Ea.stern Frontier Rifles 
then stationed at Narayanganj. The local 
Congress leader, Hardayal Nag, had mean¬ 
while written to the President of the District 
Congress Committee, Akhil Chandra Duttsu 
describing ‘the acuteness of the situation 
created by the presence of so many helpless 
coolies stranded at Chandpur’, and re¬ 
questing his early arrival in the town. By 
midday of May 20 Akhil Chandra Dutta 
accompanied by Anang Mohon Ghosh, 
Secretary of the Congress Committee, and 
Basanta Kumar Mazumdar had arriv^ in 
Chandpur and went to see the waiting 
labourers at the railway station. According 
to the non-official Enquiry Committee 
Report, ‘‘they took care to go to every batch 
ot coolies and inform them that there was 
no arrangement for their passage that night, 
and told them they must not attempt to 
board the ordinary passenger steamer and 
they must wait till suitable arrangement 
could be made for their transport.”** 

The presence of so many people in the 
railway station yards created a number of 
problems: the litelihood of their interfering 
with the ruiming of the trains; the apprehen¬ 
sion that they might again try to invade the 
steamer ghat; and the possibility of an 
outbreak of cholera among them and the 
railway staff. Kiron Chandra De, after con¬ 
sultation with his junior officers and 
McPherson, decided to move them on to the 
nearby football field, where it was propos¬ 
ed that shelters and other arrangements 
would be made to accommodate them. The 
Indian Iba Association agreed to donate a 
sum of Rs 2,000 for the same.** In fact, 
however, it was decided to remove the squat¬ 
ters from the railway station area before the 
alternative accommodation was ready. It is 
possible that the decision was prompted by 
the imminent threat of cholera. The presence 
of the Congress leaders in the town and their 
activities among the ‘coolies’ might also have 
weighed heavily with the officials when they 
decided on the speedy and, if necessary, for¬ 
cible removal of the labourers. 

As arranged, the men from the Eastern 
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Ftontier Rifles arrii«d in the evening and 
were marched to the station. At about 10.30 
pm the waiting labourers werc asked to leave 
tlie ‘ tation immediately and go to the nearby 
rV>:>tbaU ground. This the labourers refused 
to do, and the Gurkha soldiers chased them 
out of the station forcibly, causing injuries 
to a number of them. The extent of force 
used by the Gurkha soldiers and the gravity 
of bo^y injuries caused to the workers, 
male, female and children, have been 
variously estimated. According to the Non- 
offlciid Enquiry Committee “some of them 
including females and children were very 
severely assaulted. Some 7 or 8 in number 
were left disabled at the third-class passenger 
shed. Some of the coolies were led towards 
the town, among them some persons had to 
be helped while walking. Some, feeling ex¬ 
hausted, sat down or lay down on the road 
side. A good many were bleeding and some 
profuselyl’^’ The Committee also alleged 
that the soldiers bad used bayonets, and a 
number of the coolies had wounds caused 
by that weapon. “ The government’s ac¬ 
count, however, denied any use of bayonets. 
In a statement issued by the Director of 
Information, it was stated that the military 
police were armed with rifles and their 
bayonets were unfixed. In the station there 
were about 2,500 to 3,500 ‘coolies’ and 
after the ‘incident’ there were 30 minor 
casualties. 

Soon the news of the “assault on the 
coolies by the Gurkhas” spread to the town. 
The Congress leaders went toward the 
station and saw the ‘coolies’ in an open space 
behind the station. The wounded were given 
medical aid and a number of them—injured 
and evicted—were brought into the town and 
given shelter. Somn however, escaped into 
the neighbouring villages.^' In protest 
against the ‘midnight assault on the tea 
coolies’ Chandpur observed ‘hartal’ on the 
next day. 

The Chandpur ‘outrage’ was immediately 
taken up the Calcutta nationalist press 
and used to castigate the ’exploiting’ planters 
and their condescending government. Accor¬ 
ding to them, the ‘exodus’ was of “half- 
starved people from whose life blood enor¬ 
mous profits have all along been drawn, and 
upon whom were heaped indignities, cruel¬ 
ties, outrageous and inhuman punishments, 
which, on reaching the last limit of patience 
and forbearance have culminated in the 
present outburst”. Blpin Chandra Pal, after 
condemning the government for stopping 
the free passage, demanded that the latter 
must either pay for the repatriation of the 
Assam garden labourers, or And them other 
means of livdihood. There were, interesting¬ 
ly, many offers of such alternative employ¬ 
ment. The Indian Mining federation offer^ 
employment to the stranded ‘coolies’ in the 
coal fields of India. Such offers also came 
from organisations like the Labour Federa¬ 
tion Volunteers and Marwari Rdief Associa¬ 
tion. Swami Dinananda promised to procure 
employment for the returning labourers, in 
and around Calcutta. The Minister of the 
Agartala state offered the ‘coolies’ house and 
land in IKpura, provided the Bengal govern¬ 
ment approved. In July 1921, Modem 


ftevkw, a Calcutta monthly, lepoi^* 
“Mr N C Sircar, Mr Ramjash Agarwalla, 
Mr N C Chunder and others have been try¬ 
ing to give coolies employment in the coliiery 
districts on a much higher wage than they 
used to get in the tea gardens!’^ Tire 
government, however, made it clear that it 
would not be in order to spend any mon^ 
from the public fund in helping the ‘abscon¬ 
ding’ labourers.’® 

The ‘hartal’ in protest against the ‘Gurkha 
outrage’ spread to other towns of East 
Bengal.” On May 24 the workers of the 
Fengal Assam Railway struck work in sym¬ 
pathy. Soon they were joined by the workers 
of the steamship company. This meant, of 
course, that a large number of repatriating 
labourers remained stranded in Chandpur. 
The government would not provide free 
passage for them, neither would they allow 
the railway and steamship companies to 
offer any concessions to the travelling tea 
labourers. And unless this was done, the 
employees of the railway and the steamship 
companies would not resume work. Some 
1,000 people also remained stranded at 
Karimgung. 

C F Andrews was in Calcutta when the 
news of the ‘exodus’ reached him. On 
May 21 he gave an interview to The 
Statesman and said “At Naihati railway sta¬ 
tion this morning I found that 200 Assam 
coolies had been arrested by the railway 
police for travelling without tickets. They 
were on the point of being brought to 
Sealdah. I stopped this and made myself 
responsible for the payment due... I arrang¬ 
ed that they should be sent on to their 
houstsi’” The ‘incident’ promptly brought 
him to Chandpur where, by the time of his 
arrival on May 24, the strike and ‘hartal’ had 
brought the place to a stand-still. Andrews 
engaged himself in working out a com¬ 
promise formula with a view to repatriating 
the labourers to their native villages. He pro¬ 
posed that the government should proviae 
Rs 5,000 towards the repatriation of the 
returned ‘coolies’ stranded in Chandpur, 
private charity providing the rest. Andrews 
claimed that his proporals were acceptable 
to the local oflidals, including the Divisional 
Commissioner, Kiron Chandra Dc; who, 
during a meeting with him, had assured 
Andrews that he would urge upon the 
government the need for assistance and 
would wire for a grant of Rs 5,000.” But 
Henry Wheeler, the Home Member of the 
Bengal Legislative Council, repeated once 
again the government policy regarding the 
matter. He made it clear that it was no duty 
of the government to repatriate the coolies 
nor to make any contribution towards the 
cost of repatriation.” The consequence of 
any ‘softness’ in this direction was brought 
home to the government by the tea interests 
in Calcutta only the day before Wheeler 
made his statement reiterating the official 
policy. The Indian Planters’ Gazette wrote 
on June 1,1921: “If the lot of those misguid¬ 
ed people is made easy by government (by 
providing assistance regarding passage) they 
may be followed by thousands more who 
have no more reakin or right to break con¬ 
tract than these people have!’” 


In the tea estates latoiir bluest ^ not 
ceasa Then were strikes in many gardens, 
and many further attempts were made to 
escape and join the fellow workers already 
on the march. On May 29, workers struck 
work in the Balisere Wi^ gardens and came 
down to Srimangal station, but were ‘per¬ 
suaded to go back to their gardens! In pro¬ 
test against ‘intimidation on the coolies’ a 
hartal was declared immediately in Sri¬ 
mangal and Maulvi Bazaar. 

While the government and the non¬ 
cooperators could not be moved from their 
entrenched positions, there was no shortage 
of advice to break the impasse at Chand¬ 
pur. Some moderates tried to play the legal 
game with the government who had refused 
to assist the ’coolies’ on legal grounds. These 
moderates brought to light a glaring defect 
in the law regarding emigration of labour to 
Assam. It wsis stated that, while the recruit¬ 
ment of Indian labour for other centres had 
normally carried with it regulations regar¬ 
ding repatriation, no such provision had 
been made in respect of labourers emigrating 
to Assam. “Indian villagers are brought up 
to Assam by recruiters from far distant parts 
of India by means of promises that full work 
should be given them at certain rates of pay. 
If a shortage of work occurred and tea 
estates became bankrupt what was to 
happen to those villagers? Were they to be 
badly paid or dismissed or given work in¬ 
sufficient to provide a living wage for them¬ 
selves and their families?”” Pending the 
settlement of such an important question 
and the framing of regulations dealing with 
repatriation, it was urged that the Bengal 
government might, in suchan unprecedented 
emergency, help the Indian labour now 
remaining at Chandpur. The government of 
Bengal, however, remained unconvinced. 

The influential Statesman suggested the 
formation of a committee made up of those 
who favoured repatriation and those who 
held that'they should return to the gardens. 
This committee should carefully explain the 
position to the ‘coolies’ and then the ‘coolies’ 
should choose what advice to accept.” 
Nothing came of this proposal. 

An appeal was made to the Indian govern¬ 
ment to intervene J Chaudhuri, a member 
of the Bengal Legislative Council for Chit¬ 
tagong, urged the Indian government to pro¬ 
vide funds for repatriation.” The Central 
governmenti however, fully endorsed the 
stand taken by the provincial authorities. 
Chaudhrui also sent an urgent telegram to 
Hardayal Nag requesting “in interests of 
coolies withdraw steamer strike, help 
repatriation”. Nag replied that “steamer 
strike sympathetic and could not be settled 
without settlement of other strikes”.^ 

In Chandpur and other towns of East 
Bengal the non-cooperators and more 
extreme labour leaders were very much in 
control of the situation. The continuous 
stike and ‘hartal’ in the districts made life 
difficult and European soldiers had to be 
brought in, in a number of places, to move 
es.Hentials like coal. But the striking workers 
were as firm as ever. A labour union was 
formed in Goalundo and daily meetings 
were held in that place, often addressed ^ 
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Swamf VlsWAiumda, a promin<^t labour 
leader of the Ume. In Chandpur the non¬ 
cooperators remained active among the 
stranded coolies. On June 8, 1921 it was 
reported ip Calcutta that “the Coolie Relief 
Committee was reconstituted with Akhil 
Chandra Dutta as President, and is making 
all possible arrangement for food, accom¬ 
modation, clothing and relier*.^' Thanks to 
the efforts of volunteers, the mortality from 
cholera fell to some extent by the end of the 
first week of June. But the continuous strikes 
by the rail and steamer company workers, 
hartal and boycott in the towns, and the ac¬ 
tivities of the labour leaders and non¬ 
cooperators, failed to bring nearer any of the 
demands made by the people. The govern¬ 
ment remained utterly unmoved, and the 
planting community-continued daily to im¬ 
press on the government and moderate 
public opinion that the deserting ‘coolies’ 
had no economic grievance of importance 
and their action was wholly motivated by the 
mischievous doings of the non-cooperators. 

By the second week of June, however, 
there were signs of a division developing in 
the leadership. While the labour leaders were 
determined to carry on their ‘sympathetic’ 
strike, to which they had by now added some 
economic demands to improve the condi¬ 
tions of the railway and steamer workers, the 
leaders and the volunteers who had taken 
control ol the stranded tea workers in 
Chandpur were working towards some com¬ 
promise. Gradually realising that the govern¬ 
ment would not make available any finance 
for repatriation, the leaders became deter¬ 
mined that the destitute workers must not 
return to the gardens which they had left;'*^ 
instead, funds were raised in Calcutta and 
elsewhere, and by country boats and special¬ 
ly chartered steamers the tea labourers were 
moved from the town and forwarded toward 
their destination.*’ The first batch of 200 
labourers was sent away on June 5 by two 
country boats to Goalundo. In Calcutta, 
S R Das, the vice-president of the National 
Liberation League, helped raise funds-- 
largely provided by the Marwari Relie'f 
Society—to charter two steamers for the 
Chandpur squatters. In these two steamers, 
by June 13, a total of 2,226 men, women and 
children were sent forward.** Meanwhile, 
on June l2 the Bishop of Assam was able 
to send another batch by train via Mymen- 
singh and Cachar Hill—a line not affected 
by strikes. 

Why did the Chandpur leaders relent? 
Possible answers may include: first, there 
were signs that the enthusiasm among the 
volunteers was wilting rapidly. The 
Statesman reported on June 4, 1921 that 
some Seva Samiti workers had already left 
Chandpur and were on their way to C^cut- 
ta. Secondly, although the cholera had 
abated somewhat by the first week of June, 
its threat to the health of the townspeople 
remained, and it may be that possible infec¬ 
tion among the residents and the plight of 
the remaining tea workers made the town’s 
leaders change their mind. Lastly, the sup¬ 
port from Calcutta seemed to be failit^ and 
the moderates were increasing pressure to 
accept their compromise formula. By the 


end of June the ‘exodus’ was ended, and 
Chandpur and Karimgung were cleared of 
strand^ tea labourers. 

After the departure of the labourers, the 
original purpose of the strike in the railways 
and steamship companies was removed, but 
there was no sign of its being over. Indeed, 
it was reported from Goalundo on June 13 
that “the presence of Swami Viswananda 
has altered the situation and the strikers are 
as determined as ever’’. After a prolonged 
stoppage, a settlement was arrived at only 
in September 1921. 

But, to follow the repatriating labourers. 
Once the Chandpur crisis was resolved to the 
satisfaction of the Bengal government it had 
no hesitation in mtending medical assistance 
to the travelling labourers. Again much of 
the subsequent journey by rail was without 
ticket, and when the railway companies sub¬ 
mitted bills for the unpaid fares, these were 
honoured by the government.*^ The Bihar 
government openly made available free 
passage to the workers traveling through the 
province. It would not be wrong to suggest 
that, once the government’s ‘face’ was saved 
in Chandpur, the ofildab were trying hastily 
to bring the whole episode to an end. 

There are conflicting reports as to how the 
workers fared in their native viHages once 
they arrived there The Moral and Material 
Progress Report for 1921 observes: “Their 
villages knew them no more; they were 
strangers, often outcasts”** On June 18 TTte 
Statesman informed its readers that the 
“majority of coolies ‘stampeded’ from 
Chargola Valley have now been repatriated 
to their former homes, although, in point 
of fact, many have lefttheir homes and have 
merely become wanderers”.*’ On the other 
hand. Bindabahini Prasad Varma, a member 
of the Gorakhpur District Congress Com¬ 
mittee, in his statement published on June. 
26 gave details of returned labourers being 
re-absorbed in his area. He estimated a total 
arrival of 6,211 (which, according to him, 
represented two-thirds of the whole exodus 
from Assam) at Gorakhpur station. “Every 
labourer from Assam was informed that if 
he found any difficulty in becoming domicil¬ 
ed in his village immediate help would be 
given him from Gorakhpur. No such case 
has so far been reported. About 45 labourers 
have already been settled by a local zamin- 
dar on his own estate.”** Varma made his 
statement specifically to contradict Swami 
Darsnanda’s account of the treatment of 
labourers returned to their own villages. The 
Swami, who was Secretary of Ranigunj 
Labour Association and other laoour 
organisations, and who accompanied the 
first batch of workers to their native homes, 
wrote. "About 40 per cent had no homes nor 
lands. Many of them had been in the tea 
gardens and did not even know the names 
of thar villages. About 60 per cent had no 
distinct castes in the tea gardens. The village 
people absolutely tefuMd to have anything 
to do with them, and even dmiied entrance 
into the villages to men who actually had 
houses still standing!’** The settlement of 
tea workers in their native villages im¬ 
mediately became a political issue between 
the government and planters, and people like 


Darsananda, who claimed finding evidence 
of maltreatment of *coolies’ by their own 
people, and others like the national leaders 
and C F Andrews’* who saw no such thing. 
It is possible, however, that the workers’ 
chances for rehabilitation varied from 
region, d^nding on the condition of the 
area receiving the repatriates. Thus, there 
were hardly any complaints from South 
India, whereas many admitted that those 
who returned to the Central Province suf¬ 
fered hardship, and there was clearly con¬ 
troversy about people trying to resettle in 
parts of the United Province. Lastly, it was 
claimed by the Chairman of the Indian Iha 
Association (London) that “by means of 
funds supplied by non-cooperators some 
were repauiated, and when the repatriation 
fund was exhausted a slender remnant 
returned to the estates they had left”.” 

II 

The above account of the ‘exodus’ from 
the Chargola Valley shows that there was a 
controversy among the contemporaries as to 
its cause, extent and the eventual fate of the 
participants. This controversy has continued 
even today among the historians of India. 
According to R C Majumdar, the stampede 
of labourers from tea plantations of Assam 
was due to g slump in the tea trade which 
led to wholesale dismissals in some gardens 
managed by Europeans, lb him, the then 
Non-cooperation Movmnent had only an in¬ 
direct influence on the ‘exodus’.’^ J Broom¬ 
field, however, attempts to show that the ‘ex¬ 
odus’ was another cunning plot devised 
by the bhadraloks for their own narrow 
gains.” Nowhere does Broomfield so much 
as mention the growing economic difficulties 
of the Surma Valley labourers, or speculate 
on the capabilities of these workers to 
organise industrial action. The important 
questions to investigate hm; we subt^t, are; 

(1) the extent of unrest, engendered by 
economic causes, among the tea workers 
of the province, which started gathering, 
momentum long before the Non-co- 
operation Movemnit; and 

(2) whether the resources available to them 
were sufficient to enable these people to 
organise a purely industrial protest 
movement. 

The non-coopeation resolution, passed in 
the special kssion of the Indian National 
Congress in September 1920, was opposed 
by the Assam leaders attending the con¬ 
ference. Soon, however, the Assam Associa¬ 
tion, the only effective political organisation 
of the province, reversed its decision and 
adopted Gandhi’s programme with certain 
reservations. Gradually Congress commit¬ 
tees were formed in different parts of the 
province. It appears from the evidence that 
the organised strikes and other industrial 
action among the tea workers much pre-date 
the political activities of the Congres party, 
it was in September 1920 that the Surma 
Valley Political Conference had declared 
complete; non-violent non-cooperation with 
European merchants and planters as one of 
the goats of the movement and had advised 
people to withdraw gradually from service 
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under them. What Congressmen meant by 

a gradual withdrawal from service was of 

course not ‘strikes’ as understood by 

tabour.*^ 

Nothing came out of this revolution. 
Again, in February 1921 three Hindi¬ 
speaking emissaries of the Non-cooperation 
Movement arrived at Srimangai and ad¬ 
dressed meetings attended inter alia by 
groups of labour from the surrounding tea 
gardens. Similar meetings were held in 
Longai Valley in March and April. Accor¬ 
ding to official thinking, these meetings 
made a deep impression on labour which 
resulted in a prolonged strike in Lungla Iba 
Estate.’* 

Lastly, on May I and 2, 1921 the non¬ 
cooperators held meetings at Ratabari in 
Chargola Valley. These meetings were 
reportedly attended also by the neighbouring 
tea garden labourers. The main object of 
these meetings was no doubt the then 
Khilafat movement.’* Yet, according to 
police reports, one of the speakers from 
Silchar, Radhakrishna Pande, advocated not 
only the cause of Swaraj but also a wage in- 
crea.se in the plantations. He cited the ex¬ 
amples of Khoreal and several other gardens 
around lakhipur in Cachar where the 
labour had struck work for an increased 
pay.” 

In the light of the evidence given above, 
there are grounds to remain doubtful how 
quickly and to what effect the political stir¬ 
rings of the rime could be transmitted to the 
isolated tea gardens quickly and effectively 
enough. Indeed, the Congress temperance 
workers often complained about difficulties 
of access to tea people, which was “highly 
detrimental to all temperance work”.’* 

Even when there was contact between the 
labour force of the gardens and the outside 
political workers the mutual understanding 
of the aims and objectives of the respective 
movements were far from clear. “Their [tea 
garden workers’] frequent contacts with the 
Congress Khilafat Volunteers at hats and 
bazaars encouraged them to come out in 
action in their own way againt the common 
enemy!’”' 

The ‘official’ Non-cooperation Movement 
did not encourage labourers to participate 
in it. Ciandhi wrote on June 8: “I should be 
sorry if anybody used my name to lead the 
men to desert their employers. .. .There is 
no Non-cooperation going on with capital 
or capitalists. Non-cooperation was going on 
with the government a.s a system!’^ But he 
made it clear that this should not prevent 
working people striking against their 
employers to secure their legitimate demand. 
The Assam tea workers’ movement was one 
such legitimate non-cooperation with 
capital: "It is clear enough it is purely a 
labour trouble. It is admitted that the 
employers reduced the wages!’*' 

The ‘official’ Congress’ attempt to neatly 
compartmentalise the movement into 
‘against the government’ and Against the 
capitalists’ naturally proved difficult to 
maintain at a local level, where the local 
leaders and their followers could hardly 
ignore any resource to strengthen their posi¬ 
tion. Thus the non-cooperators at Chandpur 


found in the stranded latN^iiien an easy 
target for embarrassing the fmmrsthat be. 
But the evidence is insuffleient for the 
hypothesis that the ‘exodus’ was organised 
by the political workers as part of their 
movement. According to the planters' 
account, the meeting held at Ratabari, four 
miles from the nearest garden, by the non- 
cooperators, was attended by the workers, 
who were told to leave the gardens and 
return to their native homes. But unrest 
among them had already gathered momen¬ 
tum—there were sporadic uprisings against 
wage cuts, short work and retrenchment— 
and it may be that the outside sympathy 
merely crystallised their resolve to leave the 
gardens in search of opportunities elsewhere. 
For some time past it had become quite com¬ 
mon for the workers to leave gardens in 
south Assam and move to plantations in 
'firipura where conditions were somewhat 
better.*^ This time they decided to move 
further afield. 

The more one looks at the labour situa¬ 
tion of 1921, the more one finds a distinct 
pattern. In Upper Assam, where plantations 
growing quality tea were bigger and better 
organised and had suffered less duiing the 
post-war depression, workers struck for 
better wages and better conditions; whereas 
in Lower Assam, on plantations growing in¬ 
ferior tea and whose future for the moment 
looked bleak, workers decided to take the 
most drastic action—a desertion of the sink¬ 
ing ship in good time. 

The above assertion pre-supposes a cer¬ 
tain degree of consciousness among the 
workers and an ability to organise and 
initiate action. This has now to be considered 
in terms of our second question—the suffi¬ 
ciency, or otherwise, of resources available 
to the ‘coolies’ for organising industrial ac¬ 
tion. The Assam tea workers have often been 
depicted as ignorant, child-like, easily ex¬ 
citable and highly credulous.*’ This view of 
the ‘coolies’ was so entrenched among the 
planters and the official opinion that when 
the Assam Labour Enquiry Committee was 
set up in November 1921 it was decided not 
to call on them to give evidence.** 

We do not propose to discuss the ques¬ 
tion as to whether this view of labour ever 
accorded with reality, but there is no doubt 
that this was less true of the workforce of 
the war- and immediate post-war years.*’ 
The war, increasing contact with the outside 
world, emigration of a new type of workers 
to Assam, the activities of the missionaries 
and a growing number of literate Christian 
tea workers in gardens, as well as a certain 
sympathy and understanding between the 
clerical staff and the manual workers—all 
this taken together had by now provided suf¬ 
ficient resources for a genuine labour move- 
' ment to develop. The labourers had taken 
note of the prosperity of gardens during the 
war years, and their own increasing dif¬ 
ficulties because of a rise in prices of daily 
consumables. The workers did not get any 
share of the large war-time profits. This, 
coupled with the pressure of inflation, had 
made them restive, and when, under pressure 
from local government officials, planters 
decided on a revision of the pay structure. 


expectations ran high. The ptant^ com¬ 
plaints regarding ‘babus’ divulging secret 
deliberations on wage revision shows that a 
certain complicity ousted between the Indian 
staff and the workers.** 

During the war years some planters had 
complained about the activities of certain 
German missionaries among their workers. 
More significantly, among the recent recruits 
there was a large number of Munda Chris¬ 
tians, many of whom were literate, and who 
kept contact with their native land. In 1921, 
one of their leaders went home, and after 
his return the incidence of unrest increased 
among the garden forces. Similarly, many 
workers were sufficiently conscious to enlist 
as volunteers in the Khilafat movement.*’ 
It appears that a considerable proportion of 
plantation labour there (in the subdivision 
of Karimgung) were Hindi-speaking noti- 
tribals (mainly Chamar by caste) who came 
from the Uiiar Pradesh districts. In fact, 
more than four thousand people, i c, half of 
those who left Chargola Valley, returned 
home to the two UP districts of Basli amt 
Gorakhpur in June .. Recruited as they were 
from a relatively more politically advanced 
area and social segment, the C.'hargola labour 
were naturally veiy sensitive to the challeng¬ 
ing political and economic situation. The 
other impoitaiit factor relevant to their 
behaviour pattern was that forty-two pci cent 
of those who joined the e.xodus had been in 
lea gaidens for less than four years. They’ 
were probably not yet fully broken in for in¬ 
dustrial discipline.*" 

The famine and inlluen/a epidemic of 
1918-19 influenced recruitment of labour for 
Assam, bringing in a large number ol 
physically weak people, many of whom tell 
victims to diseases then pervading the 
gardens atid were ‘incapacitated to do a fair 
day’s work’. It is plausible that these people 
brought news of unrest in other parts of 
India and provided inspiration for more 
positive action on the part of the workers 
in the garden. It has also been suggested that 
these people, coming to Assam for the first 
time when a severe depression was about to 
hit the industry, were readily disillusioned 
and promptly left the gardens. Not being 
sufficiently entrenched in their new milieu- 
still having their own rice field at home and 
other moveable property—they had little dif¬ 
ficulty in retreating from Assam gardens. 

Of mote immediate and positive influence 
on the tea workers was the series of strikes 
ogranised by the railway workers in Upper 
Assam and their substantial victories. As 
soon as the Sadiya Railway strike had end¬ 
ed in workers getting a ptiy rise, workers in 
the neighbourhood tea gardens struck 
work.** The ‘unreasonable’ pay offered by 
the railway companies, artd the planters’ dif¬ 
ficulty in keeping their labour, had been 
commented on by the Chairman -of The 
Indian 1ba Association (London).’* The 
railway strikes must have made the tea 
labourers more confident in organising their 
own movement. 

Given the peculiar nature of plantation 
economy, insufficiency of leadership and the 
absence of any permanent o^anisation, it 
is undmtandable that ‘strikes’ in Assam 
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would nave theii; own charaineristics. 

Strikes of a kind have been a frequent 
occurrence in the tea industtv; and in fact 
are inevitabk in the conditionsi of the in¬ 
dustry. With an ignorant labour force, drawn 
mainly from aboriginal tribes, easily excited 
and rarely stopping to think, controlled by 
one or two Europeans and a small subor¬ 
dinate staff, situated in out of way localities 
and at a distance from any assistance; wonder 
has always been not that'outbreaks occur, but 
that they do not occur more often. ... In 
such occurrences, the principle of suspending 
work until a demand has been satisHed has 
played but a small part, the labourers usually 
venting their sense of grievance at once in 
an outbreak of violence and then resuming 
work. .. .Strikes in the ordinary sense, i c, 
stoppage of work as a means to induce 
employers to grant belter terms are of recent 
data on lea estates”” 

This statement, although poor in its 
analysis of the characteristics of Assam 
labour, is sufficiently dear to give credence 
to the points we like to make: that the ob¬ 
jective background wa.s there to make 
labourers rely on more direct action, often 
resulting in assault, bloodshed and arson; 
and the labour force was sufficiently con¬ 
scious to change its tactics with the change 
of time. 

Wc now turn to the theme of the planteis’ 
leaccion to the event of ‘exodus' and theit 
efforts to restoie order in the labour force. 
The initial response among the local planters 
was one of sheer disbelief and deep shock. 
This mental response to the situation shows 
that the managers were out of touch witli 
their laboui force and were not aware of the 
extent of discontent among them.’^ Hur¬ 
riedly, on June 6,1921 a meeting of the loeal 
planters and government officials was ar¬ 
ranged at the planters’ club at Oullabcherra 
and it was agreed that the existing wage was 
too low and unless 6 annas a day was con¬ 
ceded a large proportion of labourers would 
strike or de.sert.” Although some gardens 
promised a pay rise immediately after the 
meeting, this failed to revert the movement 
of the deserting workers. 

As soon as the news of desertion reached 
Calcutta, the tea lobby there appealed to the 
government to withdraw any official help for 
the travelling ‘coolies’. Simultaneously, 
McPherson of the TDLA was sent down to 
meet the repatriating labourers at Chandpur 
to persuade them to return to the gardens. 

Although by immediately conceding a 
higher wage the local planters had indirectly 
admitted low wages as being one of the main 
causes of desertion, in Calcutta and else¬ 
where planters and their sympathisers made 
every effort to explain the ‘exodus’ in non¬ 
economic terms. In their anxiety to exonerate 
themselves from the responsibility of labour 
troubles, the planting interests advanced a 
number of reasons allegedly leading to 
‘coolies’ quitting the gardens. 

It was alleged that the departure of some 
10,000 labourers from the gardens of the 
Surma Valley was systematically organised 
by the ‘paid political agitators’ and was part 
of the all-India Non-cooperation Movement 
of the Congress party. They had mercilessly 


exploited the vimple chitd-Uke credulous 
coolies for iheii own poUtical objectives. The 
agiiaiots were vuccessfuV “as the police pro¬ 
tection in this valley is practically non¬ 
existent and public authority has rested on 
the prestige of the white man; and the 
elimination of that prestige and the creation 
of an atmosphere of racial hatred was the 
first item on the programme of these non- 
eooperalor.s:‘” These agitators had found 
in the simple 'coolies’ an easy prey—‘any lie 
whispered in his car by some crafty lawyer 
or related with pretended seriousness at a 
meeiing would suffice to upset the rustic 
mind”.*' These people were cunningly and 
deva.siatingly e.xploited. They were told of 
the advent of Gandhi, king of India, of his 
miraculous powers and of the rewards for 
those who obeyed him. Gandhi had ordered 
that nobody should work for Europeans and 
the inimigrani tea labourers in Assam should 
return to their native villages where jobs 
would be made available for them. Any 
failure on the part of the ‘coolies’ to comply 
with Gandhi’s order would be met with 
severe punishment. 

According to this explanation of the 
‘incident’, the non-cooperators’ hold on the 
'lOolies' was vciy strong, and it was they who 
had induced workers to leave the tea g,ardens 
and paid their train fares to bring them down 
to Chandpur. Here they kept the ‘coolies’ 
under then control, and simultaneously by 
organising strikes and hartals elsewhere weie 
out to make maximum political dividend, 
it is immaterial here whether this analysis 
of ihe situation was a correct one; what is 
relevant is to trace tlie couise of action which 
the planters and their organisation, the 
Indian Tea Association, followed a course 
of aciion consistent with their theory of the 
‘exodus’. “Their (planters’) aim was to 
separate the ‘misguided’ labourers from the 
‘evil’ influence of non-cooperators. Once this 
was achieved ‘a few days reflection and a 
little honest advice" would make them ‘return 
to Chargola Valley where are their real 
homes"' I'oi this, the plamcrs needed 
governmem help. The type of help rendered 
by the local officials was misconceived. 
“They rushed to the conclusion that the best 
plan was to enable the trekking to con¬ 
tinue. .. while this method was the easiest. 
It was the worst. The Sub-Divisional Officer 
at Chandpur unwillingly played into the 
hands of the agitators by providing a special 
steamer to take the coolies to Goalundo!’’*' 

As soon as the ncw.s ol the desertion 
reached Calcutta, the ITA held a number of 
special meetings of its members The 
chaiiman of the Association made special 
trips to Sylhet and Asansol, apparently to 
influence the ‘coolies' to return to the 
gardens. R Langford lames and H B Fox, 
two important members of the ITA, went to 
Shillong to discuss the question of govern¬ 
ment’s help in the matter.’' 

The efforts of the Association bore fruit, 
and on May 17 the Bengal government sent 
a telegram to the Commissioner of Chit¬ 
tagong directing him that ‘lendeavour should 
be made to induce them to return to 
gardens”.’" On the same day, the District 
Commissioner of Sylhet had proclaimed 144 


IPC prohibiting all public meetings within y 
seven miles of tea gardens in the district. - 
Meanwhile, in Calcutta, Kiiburn, the agent 
of the steamship companies operating the 
Chandpur-Goalundo route, was instructed 
not to issue tickets to the repatriating 
workers,” 

The result, as we have already seen, was 
that a large number of people became 
stranded at Chandpur. Thus, the planters* 
plan “to call a halt for a few days’ reflec¬ 
tion and a little honest advice” was realised, 
and now it was McPherson’s task to influ¬ 
ence the workers to call off the march. In 
this he failed, and the reaction of his 
activities on the detained labourers was such 
that they decided to occupy an ordinary mail 
steamer bound for Goalundo. They had 
equated his presence in the town with the 
sudden withdrawal of passage provided 
the government and with a change of 
attitude among the local officials. They must 
have heard that arrangements were being 
made to confine them to a nearby football 
ground, thus blocking their access to the 
steamci ghat. Convinced that the ‘coolies’ 
were under the conttol of the Congress 
woikcrs, McPherson requested Hardayal 
Nag to advise i hem not to attempt to board 
the steamci on the night of May 19. This 
Hardayal did, and this is me first concrete 
evidence of Congress non-cooperators 
coming in direct contact with the tea 
workers. Like McPherson. Nag also failed 
to convince them. Evidently, they had their 
own leaders to organise their course of 
action. Both McPherson and Nag were 
equally outsiders as far as they were 
concerned. 

After the Gurkha outrage, non-coopera- 
lors saw the political potentiality of the 
entire incident of the ‘exodus’, which they 
used to further their aim. Tea workers, 
though successful in escaping the clutches 
of the planters, were now becoming pawns 
in the political warfare between Congress 
and the government. It is possible that by 
May 20 the more militant labourers had 
already left Chandpur, and the remaining 
group now became so confused in the 
ensuing political turmoil that they had to 
wait helplessly until the tug-oEwar of 
‘prestige’ was settled. But it i.s significant that 
none returned to Assam. 

The planters’ efforts to convince the 
govetnmetn about the political nature of the 
‘exodus' were very successful. But the same 
cannot be said of their efforts to influence 
public opinion in Calcutta and elsewhere. 
Specially disconcerting were the statements 
made by such respected non-political men as 
C F Andrews and the Rt Rev H F Pakenham 
Walsh, the Bishop of Assam. 

In his first report from Chandpur, dated 
May 21, Andrews had described the tea 
workers as ‘underfed’. On May 24 he had 
stated that “owing to the refusal of the 
government to allow labour to go forward 
and also the government prevention of 
railway and steamer concessions being 
granted, a general strike had been declared. 
This has already brought out the A R work¬ 
men at Chandpur, and will almost certainly 
bring out steamship company employees;’ 
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Fbrtumtely for the goyeminent, however, 
after hit interview with Sir Henry Wheeler 
in Darjeeling on May 25, Andrews withdrew 
his charges on finding that the officiai 
information given to him by the authorities 
at Chandpur, to the effect that the railway 
and steamship concessions were disallowed 
by the Beng^ government, was incorrect. 
But he remained convinced that the cause 
of the ‘exodus’ was economic. The Surma 
Valley was affected severely by a trade 
depression. This had resulted in a shortage 
of work and unemployment. “If such un- 
onployment and mere subsistence wages had 
actually gone on for many months, as I now 
believe to be the case, it would exactly 
account for the destitute and half-starved 
condition of the labour whom I have 
seen!’**’ Immediately Andrews was con¬ 
tradicted by the Statesman, and, more 
importantly, by Longford James of the 
managing house of James Finlay and Com¬ 
pany. These two accounts drew a very 
favourable picture regarding employment 
and comfort of labour in the Chargola 
Valley.*' 

The Bishop of Assam, a local man who 
played an important part in organising relief 
work and helped with the repatriation of 
labour, was of the opinion that the ‘exodus’ 
was due to planters’ inability to meet the just 
demands of the workers for an increase in 
wages to meet the higher cost of living.*^ 

Tb counteract the other currently cir¬ 
culating explanation of the movement—that 
the politick agitators’ success in denuding 
the tea gardens of their labour was due to 
the economic distress which prevailed 
there—the planting interest and their sym¬ 
pathisers put forward a novel hypothesis. It 
was suggested that, in the course of heavy 
recruitment during the years 1918 and 1919, 
made remarkably successful because of the 
then influenza epidemic throughout India, 
many unsuitable men had been brought to 
Assam. The 'exodus’ was first joined by the 
Nor’West elements (UP) who were soon 
followed by the Bilaspuris and the upper CP 
people. These people belonged to the castes 
of Ahirs, Ooosads, Bhors, Chamars, etc— 
“all these types of coolie also filled the gaols 
of their own districts, and... are a menace 
to the community they reside among when 
not under strict subjugation to law and 
order’’.** These people, the argument ran, 
felt an easy prey to the vicious propaganda 
of the unscrupulous non-cooperators. But 
there is no evidence that the caste composi¬ 
tion of the Surma Valley workers was signi¬ 
ficantly altered by the recent heavy 
migration.** 

Yet another cause of the ‘exodus’ put for¬ 
ward was that of the new system of recruit¬ 
ment of labour for Assam. In recent years 
the ‘sardari’ system of recruiting labour for 
the gardens had become more important. 
Under this system a garden sardar recruited 
a batch from his own village—largely from 
the members of his family and his village 
ftiends. Thus, in each garden was found 
groups of labourers coming from the same 
villages, known and related to each other 
and owing allegiance to a sardar. This 
pattern of the distribution of the workforce 


helped the agitators. They hid only to per¬ 
suade one or two of the el^ in eadi gai^n 
to move and there followed the v^tabie 
exodus.** What is important in this ar^- 
ment is not its correctness, which it is dif¬ 
ficult to verify in the absence of detailed in¬ 
formation required, but the planters’ sub¬ 
sequent action based on such belief. From 
now on, the planters and their Association 
made much effort in sdeedng the ‘right’ type 
of labour for their gardens. 

In the event, all these explanations of the 
labour trouble’ failed to carry conviction 
with the public and the government, for on 
November 26, 1921, the government of 
Assam announced the formation of an 
official committee to investigate into the 
causes of labour discontent in the province. 
Initially, it was intended to confine the in¬ 
vestigation to the Surma Valley alone, but 
this was strongly objected to by the ITA. 
They obviously did not like the idea of draw¬ 
ing the attention of the public to one part 
of the industry in isolation, and thus focus¬ 
ing on the darker side. Their demand to 
cover the entire province was readily con¬ 
ceded by the government.** The other 
demand of the planters that “no personal 
enquiry be made from coolies, or the labour 
in any way interfered with’’, was also 
respected by the committee.*^ It was decid¬ 
ed at the very beginning of the work of the 
committee that no labourers would be asked 
to give evidence before it, for “the ordinary 
coolie is not sufficiently educated to give a 
fair and intelligent expression of his views 
to a committee of strangers’’.** 

The majority report of the Assam Labour 
Enquiry Committee rejected the planters’ 
explanations of the ‘exodus’, and confirmed 
the widely-held view that the wages were 
inadequate in view of the recent rise in 
prices. They confirmed that many coolies 
were earning less than a living wage. They 
criticised the management for not taking 
‘^vantage of tire fat years (i e^ the war years 
when profits were high) and to have raised 
wages before the coolie began to feel the 
pinch of the lean years”*’ The committee 
rejected the view that political agitation was 
the sole cause of the recent unrest in the tea- 
gardens. They went further and stated that 
the extent of the economic difficulties was 
such as to make labour unrest on this scale 
almost inevitable even if there had been no 
political movements outside the gardens.’* 

The planters remained unconvinced, and 
two of the planting members of the commit¬ 
tee submitted a minute of dissent. Outside 
the committee, the ITA and its branches 
throughout Assam went ahead with their 
arrangements to avert such disasters in the 
future. The first essential was unity among 
the planters themselves. T McMorran, the 
Chairman of the London ITA, had already 
urged the gardens to act together in resisting 
unreasonable wage demands.” 

The second task was to convince the 
government of-the need to increase police 
protection in the gardens, mid thus to iimlate 
the workforce from the influence of the non- 
cooperators. This was a continuing task and 
required much finance. The Surma Vdley 
branch of the ITA increased its subscription 


fees for the J(ki^ meiaiberi by idO per ceiit 
and exudained thmthis was neceHary “if the 
poUdcal requirements of the biaireh were to 
be properly rqiresented to the Government 
of India."** 

The planters’ lobby was successful, for on 
February 4,1922 the Chairman of the Surma 
>Mey braridi of the ITA happily announced 
to the members: “Fbrtunately, within the last 
two days, we have had a telegram from 
Calcutta indicating that the government is 
taking steps which are satisfactory to the 
Calcutta committed’” A jubilant Indian 
Planters’ Gazette informed its members; 

Sir Wiiliam Marris [the Governor of Assam] 
has been in Calcutta and has held an im¬ 
portant conference with the President and 
officers of the ITA. The action to be taken 
we are not at liberty to disclose for the fear 
of Little Dora who is still alive and strong 
with a carpentier punch in either hand and 
a boot for naughty little editors. But this we 
may say, the planters and tea men will be 
satisfied when they are informed in Little 
Dora’s own time the measures to be taken to 
restore order. The coolies and insurrectiona- 
ries and ‘revolutionaries’ will find that 
though British justice seems to pursue with 
a leaden heel, she strikes with a cast iron toe. 
In these troublous times glue your faith to 
British good sense and in the last resort to 
British force which are both-very much alive 
since Lord Reading, the great exemplar of his 
still more famous co-religionist Lord Beacons- 
field, arrived here to take the reins of govern¬ 
ment in his firm and strong hands. More wc 
must not say.” 

The planters bad reason to feel satisfied. 
J E Webster, Commissioner, Surma Valley 
and Hill Districts, addressed the 1922 
Annual General Meeting of the local branch 
of the ITA ttnd promised the pluters that 
the government would maintain order.’* To 
prevent any further exodus in future, the 
Government of India suggested to the 
Assam government that the latter should 
prepare a leaflet in English and Hindi 
describing to the coolies the sufferings of the 
deserting Chargola Valley labourers. Special 
emphasis should be given in this leaflet to 
tell the workers what the escaping coolies 
found when they had reached their homes. 
Swami Darsananda’s account was to be used 
to bring home to the coolies the follies of 
the returning workers. The Indian govern¬ 
ment’s note advising the Assam government 
concluded rather despairingly: “There is, 
however, one thing to be noticed and it is 
that Swami Darsananda’s version was con¬ 
tradicted in the Press. We may not, however, 
take notice of it, but send out the transla¬ 
tion as made.’”* 

The leaflet was promptly printed and 
circulated. The official nature of the leaflet 
was duly stressed, for paragraph VIII of the 
document reads as follows: 

a 

This statement is therefore being circulated 
by the order of the government to the coolies 
on other tea gardens In order that they may 
be warned by the sufferings of the poor 
coolies of the Chargola MdieK and not listen 
to miKhievous persons who tell them false 
stories and attempt to induce them to leave 
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their assured employment and their rice fields 
in Assam.*’ 

Believing that the Non-cooperation Move¬ 
ment in the province was the cause of the 
labour trouble in the gardens, the Assam 
government soon made ail volunteer associa¬ 
tions unlawful, and all the ‘worst offenders’ 
were prosecuted. Guards of local military 
forces were posted at places most requiring 
them. The strength of the Assam Rifles in 
the most disturbed areas was increased, and 
frequent route marches were carried out as 
demonstrations. The Seditious Meetings Act 
was extended to many parts of the province. 
Lastly, additional police were posted in all 
the affected areas.*' But peace did not 
return to the gardens. Throughout 1921 and 
the early part of the following year strikes 
were frequent in both valleys. It wu only by 
granting a substantial wage rise that the 
planters gained control over their labour 
force.** 

Ill 

Although the planters’ faith in penal 
sanction as the most effective method of 
.securing work from their labour remained 
unshaken, among a number of them the 
need to understand the Indian tea workers 
gradually acquired some importance. The 
disturbances of 1921-22 had also made some 
management practices indefensible, and 
many firms undertook much-needed 
reforms in this direction. In this section— 
the long-term effects of the ‘exodus’ on 
management—we deal with these two 
aspects. 

For long had the planters and many 
government officials treated the tea garden 
labourers a.s uncivilised simple folk, easily 
excitable and credulous, who required a firm 
handling. However, after 1921 a change by 
no means universal or permanent, was 
discernible. J E Webster, the Commissioner 
of the Surma Valley and Hill Districts, to 
whose address to the members of the local 
branch of the ITA we have already referred, 
not only did assure the planters that order 
would be maintained, but also advised them 
that repression alone would not restore the 
old friendliness, and that the readiness of 
planters to adapt themselves to the rapidly 
changing conditions and to hold out the 
hands of friendship to Indians augured well 
for the future'** 

Some planters were becoming increasingly 
aware of ‘the rapidly changing condition’, 
and the need to understand their workforce 
A very remarkable publication of 1924 open¬ 
ed a new chapter in the history of labour 
management relation in the industry."*' In 
his foreward to the Iha District Labour 
Association Handbook of Castes and Tribes 
Employed on Ika Estates in North India, 
T C Crawford, the Chairman of ITA wrote: 
Managers realise the disabilities under which 
they labour from lack of knowledge of the 
idiosyncracics of the people widi whom they 
work... a general survey of primitive 
peoples and the stages by which they have 


evolved their superstitious belief was 
necessary. 

Discipline was essential on all gardens, 
both in the interests of health and industrial 
efficiency, Crawford emphasised; but 
such a discipline is not likely to be irksome 
or ill-directed if the manager's dealings 
with his labour force are guided by sympathy 
and knowledge.. the duty of a manager to 
study the habits and customs of bis hetero¬ 
geneous labour force cannot be too strong, 
ly emphasised.'®^ 

The writer of the Handbook stressed the 
importance of human relationship over mere 
physical amenities for fostering peace and 
happiness among the tea labourers. Other 
advice to the management included the need 
for the ‘sahib’ knowing the language of his 
workers, the importance of certain Indian 
customs like ‘sradh’ (when the ‘coolie* must 
be given time off from duties), separate 
accommodation for people belonging to dif¬ 
ferent castes, etc We are not suggesting that 
all managers began to deal with their labour 
force according to the ‘rules’ laid down by 
the Handbook. This was far from the case; 
many old harsh practices continued, and any 
better human relationship found in any 
garden was a function of the character and 
personality of the manager concerned, 
rather than due to the Handbook of the ITA. 

Nevertheless, the fact remains that the 
events of 1921, for the first time, did inspire 
a number of more thoughtful planters to 
reconsider their labour problems on a more 
rational basis. 

The Chargola ‘exodus’ was not only a 
drastic protest movement against rising 
unemployment and falling real wages; it 
also threw into the open many antiquated 
methods and practices which had continued 
too long in the gardens throughout the 
province One such was the method of 
calculating earnings. The ‘hastri’ system, 
which became the basis for wage assessment 
after 1865,'®* entailed a fixed task which 
might be expected to take the worker about 
four to five hours to perform, and for this 
usk the standard daily wage was paid. After 
the completion of the ‘hazri’, provided the 
manager had more work available, the 
labourer was allowed to perform a further 
task, known as Ticctf, usually at a higher rate 
of payment. This system gave much power 
to the management in fixing the definition 
of any task, the average time required to 
perform that task, and the rate. Moreover, 
though theoretically the labourer had the 
right to undertake or decline a ‘ticca’ offered 
to him, in practice, whenever there was a 
shortage of labour, pressure was brought on 
him to.undertake it. Dependent on so many 
variables, as the sy.stem was, the actual 
earnings of the workers used to fluctuate 
greatly throughout the year as well as from 
one garden to another, even in the same 
district. 

The Assam Labour Enquiry Committee 
of 1921 was of the opinion that the working 
of the ‘hazri’ system was one of the causes 


of labour unrest, and recommended its 
replacement by what was known as the ‘unit’ 
method of payment.'®* Under this system, 
payment was made for every unit of work 
dona The ‘unit’ was generally one anna's 
worth of work, except in the case of pluck¬ 
ing, for which a one-pice unit was found 
more convenient. The system was intended 
to give the worker greater latitude in the 
matter of attendance, and to leave it to him 
to earn as much or as little as he pleased. 
Both systems were based on piece rates, but. 
it was claimed that the latter allowed a 
degree of flexibility as to the amount of 
work to be done.'®* The Government of 
India’s communique on the Chargola 
'exodus’ referred to this theme and observed: 
The government understand that it has been 
decided in the case of most of the gardens 
in the Chargola and Longai Vdleys to adopt 
the unit system of wages, by which the pay 
of a coolie will depend directly on the 
amount of work which he is willing to da*®® 
Under the peculiar management structure 
on which the Indian tea industry functioned, 
the local managers had suffered from enor¬ 
mous responsibility, with little power to alter 
things without the permission of his 
superiors in Calcutta and London. Often the 
local manager was a very young man and 
had arrived only recently. His difficulties 
were many; he was on trial as a manager and 
was severely handicapped in his relations 
with his directors and the managing agents. 
He was often driven by his superiors residing 
in Calcutta or London to increase his.out¬ 
put, or to extend his cultivation or reduce 
his expenditure. In his zeal to prove himself 
worthy of his charge, he was apt to overlook 
the coolies’ standpoint and to exact from 
them an increasing amount of work.'®* His 
ignorance of his workers’ language tended 
to make him shift matters of labour relations 
to the subordinate Indian clerical staff, and 
often this went both against the workers’ 
true interests and his own company’s 
benefits.'®* 

The Assam Labour Enquiry Committee 
gathered evidence to show that long before 
the ‘exodus’ from the Chargola VaUey and 
the unrest elsewhere in the province, the local 
managers of many gardens wrote to thdr 
head offices in Calcutta pointing out the 
rapid fall in real wages and the shortage of 
work among the labour force. Many of them 
had recommended an immediate wage rise 
to stem the imminent labour unrest. But 
Calcutta, more concerned with the fall in 
share prices and dwindling dividends, had 
ignored any such suggestion.'®* It was not 
for the first time that this lack of under¬ 
standing between the different layers of 
management had created diffictilties, and it 
would not be the last time, lb take into 
account local conditions in determining 
wages, the Labour Enquiry Committee sug¬ 
gested the formation of district sub¬ 
committees, consistii^ of planters and local 
officials, which would recommend a decent 
monthly wage rate. Ibe sub-committee 
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would bring to the notice of agents, and 
directors, and iTA, any refusal on the part 
of individual concerns to fall in with their 
sii!>'gestion."® Nothing positive came out of 
proposal—for this would have entailed 
a substantial reform in the management 
structure which the upper echelons of the 
industry were not prepared to concede. 
However, the crisis of 1921 once more 
showed that the peculiar managerial 
arrangement of the industry needed a 
substantial reform. 

IV 

The main arguments of this paper can 
now be briefly summarised. There can be no 
doubt about the severity of depression in the 
tea industry during the early post-war years. 
This depression was more acute in the Surma 
Valley than in the upper Assam. To cut 
expenses and avoid bankruptcy many 
planters retrenched their labour force and 
introduced short workings for those re¬ 
tained. As earnings depended on the amount 
of work done every day, this meant a reduc¬ 
tion in money wages. The real wage also fell 
severely because of the continuous rise in 
prices since the beginning of the war and the 
non-revision of rates since 1906.''' The 
retrenchment and short-work came at a time 
when the labourers were expecting a rise, 
which the industry was about to announce 
but hurriedly shelved when the war-time 
good fortune of the industry was reversed. 
The disappointment of the worker was great, 
and specially so when he saw what was 
happening to the local railway employees 
who had obtained a wage rise after suceess- 
ful strike action. 

Strikes and other industrial action were 
not unknown to the tea workers of Assam. 
After the war these protest movements were 
more carefully organised. This was possible 
because of a number of influences: the 
recent increase in immigration of workers 
from the UP where political activities were 
becoming increasingly important; a number 
of workers were convert^ Christians and 
thus more literate and so able to keep con¬ 
tact with their homeland where there was 
also political unrest; a number of mis¬ 
sionaries and Bengali clerical staff provided 
organisational help; the victories of the 
neighbouring railway workers provided 
inspiration, in the post-war period, Assam 
was no longer a remote region; there was 
much movement of workers from Assam to 
other parts of India, and many of them were 
becoming aware of opportunities elsewhere. 

These resources, favourable to a workers’ 
movement, can be taken as sufficient 
explanation of the ‘exodus' from the 
Chargola Valley. There is little direct 
evidence to suggest that the trekking was 
planned by the Congress non-cooperators as 
part of their political campaign against the 
British government. The workers were 
stranded at Chandpur, at least in the begin¬ 
ning, not because the non-cooperators had 
held them t^re but because of the change 
in government policy and the activities of 
McPherson. The non-cooperators showed 
interest in the stranded workers at Chandpur 


only after the incident of May 19. The 
workers’ attempt to board the steamer on 
the night of May 20 took place in spite of 
the advice of the Congress leaders. This 
shows that these leaders had no control over 
the tea labourers. Later, of course, these 
unfortunate people were used by them for 
their own political purpose. But soon there 
was dissension among the leaders, and the 
fear of a cholera epidemic in the town 
together with pressure from the liberal 
leaders in Calcutta and the good ofHces of 
C F Andrews saw these workers going home 
without the government having conceded 
any demand of the Congress Party. 

The workers gained their points. Of those 
who had left, very few returned to the 
Chargola Valley. Those who remained 
obtained a wage rise. The workers’ dis¬ 
content and direct action forced the manage¬ 
ment to treat their labour force with more 
sophistication. The workers of Assam, for 
the first time, would not let the politicians 
and the employers ‘use’ them for their own 
narrow gains. By 1921 they had come of age 
like their compatriots in the cotton, jute and 
railway industries in other parts of India. 
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Toiling without Rights: Ho Women of 

Singhbhum 

Madbu Kishwar 

While the role of unequal land rights in determining the status of different caste and class groups in Iruiia has 
been the subject of much debate, their impact on women’s status has generally escaped attention, in fact the 
patriarchal bias of the social and the legal system gives rise to the assumption that once the men of the famify 
have land, the women’s needs are automatically taken care of. This study attempts to place the issue of the denial 
of laruj rights to Ho tribal women in the context of women’s daily lives, work, struggle for survival and status 
in the family and community. 

This is the final part of the paper which has been published in three parts. 


Power Structures outside 
the Family 

EVEN though Ho women have far fewer 
restrictions on their physical mobility than 
most other women, their access to education 
is severely restricted. The disadvantageous 
position of Ho women in matters of educa¬ 
tion is reflected in my village sample. In the 
sample 27 out of 30 women are totally il¬ 
literate In contrast, over one third of the 
husbands of the 22 married women inter¬ 
viewed were edu<»ted upto matriculate level. 
Only about a quarter of the husbands were 
without any schooling. IWo out of three of 
the husbands could be assumed to be literate 
and about half of them had passed middle 
school. The educational gap between un¬ 
married women interviewed and their 
brothers was also very wide. Not one of the 
unmarried women had had any schooling 
while all four of their adult brothers had 
studied up to class eight or further. The three 
brothers who are still youngsters are atten¬ 
ding school. 

The illiteracy rate for Ho men in this 
sample is much lower than the general rate 
of illiteracy for Ho men as given in the 1971 
census.'* This may in part be due to the 
presence of good mission schools in a nearby 
town. However, in my sample^ Christian men 
are not more literate or better educated than 
non-Christian Ho men nor do they have bet¬ 
ter jobs than the tatter. Nevertheless, Ho men 
in Karonja seem to have obtained a some¬ 
what higher level of education and relatively 
better employment than Ho men in the rest 
of Bihar. This factor should be kept in mind 
while reading these descriptions and analyses 
of men’s education and employment. How¬ 
ever, the illiteracy rate of Ho women in my 
sample is not substantially different from the 
general illiteracy rate among Ho women in 
ail of Bihar according to the 1971 census. 
Whatever the factors are that have helped 
Hos to achieve more education in this 
village, they seem to have favoured men 
while not affecting women much. 

The gap between male and female literacy 
levels is likely to grow in the coming decades 
if the present trend continues. It is similar 
to the all India pattern which shows that in 
1981 approximately two out of three il¬ 
literates are women. According to the 1971 


census, 94 per cent of those Ho tribals who 
have studied up to matriculate level or above 
are men, and only six per cent are women.*’ 
Ho women seem to have somewhat less 
access to education than women of other 
tribes in Bihar. Tribal women are recorded 
as 10 per cent of all tribal matriculates in 
Bihar. The 1971 census records only five Kio 
women graduates or above in all of Bihar, 
The total number of male graduates or above 
was 184.'* 

Among most Hindu peasant groups, 
women’s unequal access to education is 
related to the culture of parda and imposi¬ 
tion of heavy restrictions on women’s 
mobility. Amongst Hos, these factors do not 
exist. Yet, after a certain age, there are 
restraints on male-female inter-mixing. Since 
most of the village schools are mixed, 
parents do hesitate to send their daughters 
to school after a certain age. 

But there are important economic reasons 
for not sending girls to school. Since young 
boys are not expected to contribute to 
household labour in any substantial way, 
their schooling has a better chance of con¬ 
tinuing uninterrupted for a relatively longer 
period. Little girls are expected to begin tak¬ 
ing on major household responsibilities from 
a very early age Many of them begin doing 
regular wage labour by the time they are 12 
years old. So valuable is their labour for the 
survival of the family that very few families 
are able to send daughters to school. Thus, 
while very few girls manage to study beyond 
class two or three, boys have a somewhat 
better chance of continuing their education 
if they are interested in it. 

Among most communities in India where 
female education has made some progress 
in the last century, the major incentive for 
the education of women has been the 
demand for educated wives by men who 
have taken to higher education and entrered 
the professions or upper echelons of the 
business community^ While a number of Ho 
men study upto intermediate level, very few 
go beyond and even fewer find a place in 
middle class professions and almost none in 
business. The number of such men is not 
substantial enough to create a widespread 
demand for educated wives. Therefore, 
among the Hos, education for women has 
not yet become an important qualification 


in the marriage market. 

Another possible reason for such a high 
level of illiteracy amongst Ho women could 
1)6 that an urban-based, middle class popula¬ 
tion has not yet emerged amongst Hos. It 
is from this group that women are recruited 
for white collar jobs which become an in¬ 
centive for families to educate women. Even 
when Ho men migrate to towns and get jobs 
there, they prefer to leave their wives to work 
the land in the village. 'There is, therefore, 
a strong feeling amongst Hos that education 
will make women unfit for and resistant to 
the hard work on the land that is expected 
of them. Unless young girls are trained from 
an early age to work even harder than farm 
animals, they will not develop the requisite 
stamina. If they are allowed education, some 
of them might begin to think of other 
options and be less inclined to pour all their 
energy into agricultural work, as they are 
compelled to do for survival when left 
uneducated and unequipped for any other 
job. 

Sometimes, even when a family wants to 
educate a daughter, the pressure of powerful 
men in the village acts against it. Maki 
reported that she was forced to withdraw her 
only child, a girl, from school after she had 
studied upto class seven, because some 
village men threatened to "spoil” her. Such 
threats work easily against poorer or vulner¬ 
able families, especially those with no adult 
sons. Currently, three girls from Karonja are 
studying at the nearest high school and 
nobody dares threaten their families who are 
well-off and powerful. However, even when 
such families educate daughters, it is almost 
never with a view to improving their employ¬ 
ment chances. A Ho woman is rarely 
educated beyond intermediate or higher 
secondary level. Only 137 Ho women were 
matriculates or above in all of Bihar accor¬ 
ding to the 1971 census.'* 

The few better-off families who educate 
their daughters are beginning to impose 
restrictions on women which ate alien to Ho 
culture. Savita Sinku, one of the very few 
Ho women to be qducated upto BA, is from 
a relatively well-off family. She told me that 
her family does not allow her to go out of 
the house alone, even to the market. Her 
family lives in a small town where her father 
has a government job. Even when she goes 
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to her village; she is not allowed to go to the 
forest like other village women or to visit her 
relatives in Ranchi by herself. The govern¬ 
ment hostel for tribal girls at Chaibasa 
where she was living when I met her, 
represents the new restrictive culture that Ho 
society is being pressured to adopt. Girl 
students are.allowed out of the hostel only 
twice a month for a couple of hours on every 
alternate Sunday. Even then, they have to go 
together in groups of five or six. Thus, the 
process of interaction with the supposedly 
more advanced outside world with its 
repressive morality has pushed Ho women 
backward, and, in many ways, has had the 
effect of reducing their ability to cope, in¬ 
stead of enhancing it. 

The labour of Ho women plays a pivotal 
role in the village economy while men’s 
labour is, by and targe, peripheral. But, when 
Ho men and women move to the outside 
world, the situation is reversed. Women get 
the lowest paid and the most peripheral 
kinds of employment while men, because of 
their relatively higher literacy and education 
levels, move into relatively better paying jobs, 
including a few white collar jobs. 

When tribals migrate to urban areas, they 
operate in a situation of general discrimina¬ 
tion against them as tribals. Although the 
government describes industrialisation of 
Singhbhum as development of a tribal belt 
for the benefit of tribals, various studies 
have shown that tribals are, in fact, not the 
primary beneficiaries of the new employ¬ 
ment opportunities created by the industria¬ 
lisation of the region. They are, by and large, 
confined to the lower rung, lower paid jobs, 
most of the better jobs being cornered by 
north Biharis and non-tribal migrants from 
other parts of north India. 

But, though Ho meti are at a disadvantage 
vis-a-vis men of other more powerful com¬ 
munities, they fare far better than the women 
of their own community. Since the govern¬ 
ment’s reservation policy for scheduled tribes 
does not include a sex-based reservation 
component, men corner almost all of the 
regular and permanent jobs which fall 
within the quota for scheduled tribes. The 
gap between male and female employment 
opportunities is reflected clearly in our sam¬ 
ple. Among the husbands of the 22 married 
women interviewed, half of the total had 
jobs in the organised sector. The nature of 
the jobs held by them is also revealing. Three 
were employed in the army. L.atcr on, one 
of them joined the police and another 
worked as a security guard. The other men 
have held jobs as school teachers, worker in 
malaria eradication department, worker in 
a government co-operative, suprvisor of con¬ 
tract labour at Iktanagar, permanent worker 
in the Gua mines, clerk in the forest depart¬ 
ment. and so on. Only tNvo of the men who 
work in the organised sector have jobs as 
causal labouttrs. They work for the forest 
department. Undoubtedly, all these jobs are 


considered low level jobs in the hierarchy ot 
the organised sector, yet they are evidence 
of an element of upward mobility for the 
men. 

Of the men in the unorganised sector, one 
repaired houses, another ran a ration shop 
and a third worked as a driver of a lorry in 
Calcutta. One had migrated to Assam and 
another to Calcutta for employment. Only 
six of the men were supposed to be assisting 
their wives with work on the land. Their 
attitude ranged from giving seasonal help to 
total indifference. 

On the other hand, not one of the women 
interviewed had a job in the.organised sector 
The 1975 figures show that only 9,597 
women were employed in the factories of 
Singhbhum district, that is only a pitifully 
small number of women had jobs with some 
minimum protection of labour laws. Only 
153 claims for maternity benefits are record¬ 
ed for the entire year 1975 throughout 
Singhbhum. “ Needless to say, only a tiny 
faction of this pitifully inadequate employ¬ 
ment would have been available to Ho 
women. 

Women’s interests are grievously neglected 
in the few jobs available, including those 
created by government. For instance, in 
1984-85, 600 jobs were created in an af¬ 
forestation programme in the Karonja area. 
The wage was Rs 10 a day. Not one woman 
was employed in the programme. It was not 
for lack of time or inclination on women’s 
part that they were excluded. During this 
same period, I visited Karonja and saw the 
eagerness with which women flocked to a 
private worksite near the village where a big 
well was being dug. The monsoon was round 
the corner and the well had to be completed 
fast, otherwise it would cave in. Therefore, 
work was going on in three shifts. Most of 
the women were working two shifts at a 
stretch, that is. 16 hours a day, and seemed 
cheerful because this wage work was avail¬ 
able to them. 

But very little such wage work is available 
in the village on any continuing basis. Wage 
work is available in the villages mainly at 
sowing and harvesting times. In these 
seasons, a woman may End work at the rate 
of Rs 3 a day iti the fields of a family which 
has a deficit of adult females to manage the 
work. This wage rate was prevalent in 
1982-83. Often, the family which hires the 
woman is as poor as she i$^ and, therefore, 
no one can demand or get the government 
fixed minimum wage. 

In the town too, women, unlike men, can 
never hope to get a job other than one which 
involves heavy manual work. Very few 
occupations are open to Ho women in the 
outside world. They can work as head- 
loaders or stone breakers on construction 
sites, at brick kilns, stone quarries, mines, 
railways or dams. These are casual daily 
wage jobs and some of them are available 
only during certain seasons. Women con¬ 


stitute the lowest rung of employment even 
in these fields, and cannot hope to move into 
better paid, skilled or physically less strenu¬ 
ous jobs. None of the jobs that women get 
provide them with any modicum of .security 
or with benefits like provident fund, gratuity, 
pension, medical care or paid leave Very few 
families educate their daughters upto the 
level necessary for getting such jobs, but, 
even if they did, the women are likely to be 
discriminated against by employers. 

Patterns oi- Migration 

Broadly, there are two categories of men 
who migrate in search of employment 
opportunities: 

1 Uneducated men of poor families who 
migrate, either alone or with their wives, 
because their land in the village does not 
yield enough food for year-round con¬ 
sumption or because they are victims of 
land alienation. Such men usually end up 
in low paid occupations with harsh work¬ 
ing conditions, for example, as unskilled 
labourers in mines, quarries, brick kilns, 
or as agricultural labourers in surplus pro¬ 
ducing regions. 

2 Men with some education, who move out 
of the village to improve their prospects 
by getting a permanent job in a govern¬ 
ment or private enterprise which ensures 
them r^ular, year-round cash income and 
other benefits.' There is great hunger for 
these jobs. Men of this category are likely 
to be from .somewhat better-off families 
and can afford to wait around in the 
village until a satisfactory job comes their 
way. During this period, their wive’s or 
sisters’ labour on the land usually provides 
for their needs. 

.Since the kind of job one gets in the out¬ 
side world often depends on one’s bargaining 
position, that is, one’s ability to wait for a 
good offer, men who migrate in distress 
situations usually fare much worse in the 
employment market than those who can 
afford to look around for a suitable job. 
Jasmani’s husband, educated upto class 
eight, worked for a couple of years as a 
casual labourer in Rourkela. After he return¬ 
ed to the village, he has done virtually 
nothing. He says he is waiting for a job. TWo 
of the other women interviewed have sons 
who are matriculates but do no work. These 
women continue to do wage work to feed 
the family. Thus, women's labour enables 
men to acquire upward mobility which 
does not necessarily extend to the women 
concerned. 

By and large, women migrate only in 
distress situations, such as crop failure, or 
if they are thrown out of the marital home, 
unlike men, who often migrate to better their 
prospects. In the months after harvest, when 
very little wage work is available in the 
villages, a number of women go to nearby 
towns such as Rourkela, Iktanagar or 
Calcutta in search of seasonal employment. 
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This option is usually taken only it no other 
employment is available within walking 
distance of the village Wamen tend to prefer 
work in and around the village even at lower 
wage rates, to the work available in cities. 

Despite the great lure of urban employ* 
ment for men, those men who have substan¬ 
tial amounts of land and some source of 
cash income in the village prefer not to go 
and work outside. Ho men are not used to 
being ordered around or to doing hard work 
on a sustained basis. In the village; they work 
during certain seasons, and, the rest of the 
year, only as and when they please. Those 
who can afford to avoid it would rather not 
be subjected to the discipline of a regular 
job. 

Suru's husband, who is from one of the 
most powerful families in the village and has 
a regular cash income; has never tried to get 
a job outside the village, even though he is 
a matriculate. Often, men who migrate for 
a job come back in a few days, having 
thrown up the job because they could not 
get used to working Hxed hours and obeying 
orders. At least five women reported that 
their hu.sbands had either left or disrupted 
a fairly well paid job. Sukmaru’s husband 
had a job in the malaria eradication depart¬ 
ment. She says he went “mad” and lost the 
job. He did not like working so he roamed 
around for about 10 years. Now he earns 
about Rs S a day making bidis. 

Wamen who migrate for work usually end 
up working under far more exploitative con¬ 
ditions but seldom complain on return. 
Whenever we asked a woman; “How was 
paid desham (land of work)?” she invariably 
said that she found it very good. This, 
despite the fact that few of them received the 
statutory minimum wage. A woman who has 
been out working for six months may come 
back with no more than Rs SO as savings 
given to her by her employer just before she 
left the worksite, while she got no more than 
Rs 20 to 25 a week for her rations during 
her stay, in return for about nine to ten hours 
of work a day. 

This marked contrast in male and female 
reactions to work outside is related to their 
respective lives and work patterns at home 
Women have to work so hard and so con¬ 
stantly at home that working fixed hours at 
a worksite seems easier in some ways. How¬ 
ever bad the working conditions they do not 
have to walk long distances to fetch basic 
necessities such as water and fuel, as they 
have to in villages, In contrast, men find life 
at home easier. 

Only seven of the 22 married women had 
migrated for seasonal employment. They 
had gone to the usual places—Rourkela, 
Ji)m$hedpur, Calcutta, Patna. Eut most of 
the women interviewed clearly said that they 
prefer to live in the village and do not like 
to migrate for work. There are several 
reasons for this. Some of the women fall sick 
when they migrate. In comparison to the 


clean homes and villages of the Hos, living 
conditions are extremely unhygienic at city 
worksites. More important is the fact that 
seasonal migration as daily wage labour 
cannot provide any security for old age to 
women, as jobs with pensions and provident 
funds can for men. Hence, women despera¬ 
tely cling to their usufnictory right in the 
family and which alone has the potential to 


provide some measure of security in old age 
and sickness. Prolonged absence from the 
village could lead to the loss of woman’s 
precarious rights in the land. 

Further, at almost all the city worksites 
where tribal women End searoval employ¬ 
ment, various.forms of sexual exploitation 
are rampant. Many are compelled into sex¬ 
ual relations with contractors and super- 
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visors, and arc vulnerable to unwelcome ad¬ 
vances from fellow workers. It is not uncom¬ 
mon for' an unmarried woman to return 
from a worksite pregnant or with a child. 
Such a woman is subject to social ostraci.sm 
in the village and loses her usufructory right 
in her father’s land. Sometimes, a young 
woman who gets pregnant in this fashion 
will stay away for years, and return to the 
village only if the child dies. 

Women’s migration follows certain routine 
patterns. While a man may migrate on his 
own when he' gets a government or other 
comparable job, women who go in search 
of seasonal employment always migrate in 
groups to areas where some of them have 
been before or where they know that some 
people of their community are already 
employed. Labour contractors also recruit 
women through village women who act as 
sub-contractors. Thu.s, even when women 
move far away from the village, the watchful 
eyes of their community members are on 
them and it is difficult to cover up any in¬ 
discretion such as an alliance with a non- 
tribal man, especially if it leads to pregnancy. 

Women whose families have enough grain 
for year-round consumption and are con¬ 
sidered to have high status in the village a' ■ 
averse to migrating, unless pushed by jx.r- 
sonal circumstances such as a serious con¬ 
flict over their usufructoiy rights Of all the 
women in the sample, Moni expressed the 
strongest aversion to moving out of the 
villaga At present, her family has both land 
and status. She is the only able bodied 
woman worker in the family and is not in 
danger of being denied her usufructory 
right. Her father has a small cash income 
and her unmarried brother is dependent on 
her labour. There is thus no incentive for her 
to leave the village. 

Although Ho women would rather stay in 
the village and work on the land, they are 
exceptionally independent when they do 
migrate. Since the family structure is not as 
rigidly hierarchical as among non-tribal pea¬ 
sant groups, women are not dependent on 
the permission of the male head of the 
family to move around. Unmarried women 
are even freer in this regard. When an un¬ 
married woman decides to migrate, she does 
not necessarily seek the approval or permis¬ 
sion of male members of the family. Though 
the reason for a woman to migrate is usually 
economic hardship faced by the family as 
a whole, the decision is often the woman's 
own. She may suddenly hear of a group of 
women being recruited at the marketplace, 
and may decide to join, there and then. She 
would send a message home that she is 
migrating to a particular place. But it is not 
uncommon for men to push women of their 
families to go in for seasonal migration, 
while they themselves- hang around the 
village: A young woman may also decide on 
seasonal migration, following a quarrel in 
the family or, occasionally, even from a 


desire to see the city and earn some c.ish. 
Occasionally, the father or broihet of a 
young woman may go and try to ;ch her 
back, if her labour is needed at h me or if 
they fear she may leturn pregnant But, by 
and large, unmarried women take and 
execute their dccisums with a kind of in¬ 
dependence that IS extremely rare among 
women in non-tribal peasant groups. 

A married woman, especially if she has 
children, cannot migiate as easily. She would 
need to obtain her husband’s consent 
because, if he goi angry, he could use this 
as a pretext lo get another wife, and ihiosv 
her oft the land. A married woman cannot 
risk miyu.tting aftei a quarrel unless she is 
willing to lisk a total break with her hus¬ 
band and her right in his land. In iny sample, 
only one woman reported having migrated 
in search of employment against her hus¬ 
band's wi.shcs. This was Sukmaru who had 
never miyiaied before her marriage because 
there w..s enough to eat in her parental 
home. .After marriage and the birth of her 
three children, she went to Assam and 
Calci • ■ It different times, because there was 
no mor.ey in the house for basic needs. I ler 
husbaau opposed her going but she went 
with a group from the village, risking his 
displeasure. 

CoasideniTg the relatively greater mobility 
of Ho women, particularly unman led 
women, in conjunction with their relatively 
greater freedom of choice in marriage, there 
seems to be reason to believe that if they had 
more access to educational and employment 
opportunities, they would be able to take ad¬ 
vantage of them with telatively greater ease, 
since they suffer from fewer familial and 
cultural restraints than do women of non- 
tribal peasant groups. 

Decision making Patterns 

The precariojsness of women’s rights in 
land helps make them peripheral to the 
political power structures in the village. land 
ownership is the basis of political power in 
Ho villages as in most peasant societies. The 
families that have relatively more power and 
influence in the village are invariably those 
who have acquired more land than others. 
Such families usually also dominate the 
political structures such as (he panchayats. 

It is likely that even before the Hos got 
peasantised, and lend ownership became 
vested in the hands of individual men, 
women were kept out of the political deci¬ 
sion making processes. When Hos practised 
shifting cultivation combined with hunting, 
the clans or killis operated as groups trying 
to exercise control over particular territories. 
Since warfare and hunting were mainly male 
monopolies, clean leaders would have been 
men and control over territory would have 
been collectively exercised fay men. This 
would have created the basis for making 
women peripheral to political dedrion mak¬ 
ing. The imposition of patriarchal proper¬ 
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ty following (he settlement operations car¬ 
ried on by the British after 1837 further con- 
.solidated this pattern. 

The disinheritance process was carried on 
step-by-step, not as a wilful conspiracy. It 
occurred as a result of colonial rulers im¬ 
posing certain institutional forms and struc¬ 
tures resembling those of their own society. 
It took decades for women’s rights to 
become as marginalised as they finally did. 
C H Bompas, deputy commissioner of 
Singhbhum, observed in 1897: . .The rights 

of the unmarried daughters are also un¬ 
certain. If they equal the sons in number, 
each son may take one to support, but if they 
all live with one brother, he will get extra 
land for their suppon, and then the question 
arises whether he is entitled to retain this 
after their death. I hope to find time to draw 
up a definite set of rules on these and other 
points and get the mankis to agree to them. 
At present, the panchayat decides each case 
on its merits, and when disputes arise the 
courts often have no fixed rules to guide 
them!’^' It is clear from this that the courts 
were directionless because they were setting 
new precedents on the matter, many of them 
against the grain of tribal traditions in land- 
holding, The language of the Settlement 
Report tries to hide the fact that many of 
the rules were being freshly created by the 
British, borrowing from their own culture 
as well as from the practices of certain 
Hindu communities. The process seems to 
have been similar to what the British did to 
the vast variety of practices prevailing among 
Hindu communities when they rigidified 
them in favour of men in the process of 
codifying the Hindy law. 

Not much is known of the political 
erganisation of Ho soceity before the British 
came to this area. But, from the writings of 
British administrators, it appears that it was 
not a very stratified society and no definite 
ruling class had emerged. The mankis and 
mundas were supposed to be the traditional 
heads of villages but even they did not ex¬ 
actly constitute a ruling elite. Regarding the 
tribal mankis, the Koihan Settlement Report 
of 1919 says: “In the Koihan it appears that 
before the British occupation of the country 
there were headmen only in those parts 
which were under some control from the 
neighbouring chiefs and wh'ch paid rent or 
taxes for each village”^ Lieutenant Tickell, 
assistant political agent, Singhbhum, in a let¬ 
ter dated February 1,1842, to the governor 
general’s agent, on the subject of assessing 
the Koihan, writes; “These border tracts had 
their chiefs or mankis who were elected on 
paying a salami for the distinction by the 
zamindars and who u.sed to present the 
amount of tax required. But in the interior, 
the Koihan from the first presented, and 
indeed does in measure still present, the 
anomaly of a people living together without 
an acknowledged head or ruler of any kind 
whatsoevet;’^^ 
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The British pretended that they would 
leave intact the internal organisation of the 
villages even while they superimposed their 
rule in the area. However, since the tradi¬ 
tional structure was expected to become a 
willing tool in the hands of British ad¬ 
ministrators, it .slowly evolved into a mere 
arm of the empire at the village level: “.. the 
old village system of the Hos was rriaintaiit- 
ed by the recognition of the mundas or the 
village headmen and of the mankis or the 
headmen for groups of villages.. The rent 
was collected by the mundas and paid by 
them either direct or through the mankis. 
The mundus and mankis were allowed to 
keep a commi.‘sion of l/6th or l/8th as their 
wages!’-^ 

The piacticc of allowing the mundas and 
mankis a commi.ssion led to their developing 
a vested interest not only in collecting as 
thoroughly as possible but also in enhancing 
the revenue. A family which defaulted in 
payment forfeited its land, which then came 
under the jurisdiction of the munoa, who 
was considered by government the person 
responsible for the proper conduct of the 
village. He thus developed an interest in 
keeping certain families in such a state of 
poverty and dependence that they would 
sooner or later be forced to surrender iheir 
land. 'I'he mankis and mundas weie entitled 
to settle the village wastelands and forests 
on resident ratyats and fix a rent for them, 
on which they got a commission. These 
powers could be grossly misused because the 
mankis and mundas were no longer accoun¬ 
table to the community, the 1898 Settlement 
Report states: “.. .the mankis and mundas 
have abused their power in many instances; 
by appropriating the lands of tenants; by 
evicting defaulting tenants from their 
holdings... by .settling the holdings of 
defaulters with foreigners, ignoring the 
claims of the resident Ho tenants to the 
vacant jotes.. 

The manki was liable to fine and dismissal 
only by the deputy commissioner and that 
too for disobedience of his orders or for 
breach of the terms of his patta.^* The 
British said a man chosen for the post of 
manki was to be one “who exercises greatest 
degree of local intluence!’’’ But the patias 
the mankis were made to sign made them 
into stooges of the government machinery 
and destroyed their role as community 
leaders. Majiundar quotes fiom one of these 
\^t(as signed in 1828: “If the revenue of your 
flaka is not paid in proper time you will be 
held responsible for it and it will be realised 
from you. You will work with heart and soul 
and render help. ... You will carry out all 
orders. You will receive a separate patta that 
you will get one tenth of the tot^ revenue 
of your llaka. If you show negligihce in the 
discharge of your duties this sankd will be 
taken away from you and given to another 
man!'^* 

Another patta states the further implica¬ 


tions of their role: “You are to assist in 
person and with your followers in apprehen¬ 
ding all offenders against the authority of 
government.. .and in the suppression of in¬ 
surrections in every part of the jurisdiction 
of the assistant governor general’s agent or 
other authority... in which your services 
may be called for^’-* The mankis and 
mundas were entrusted with police functions 
such as reporting crime and getting people 
arrested. Armed with arbitrary and repres¬ 
sive powers, they emerged as a new rural elite 
owing allegiance to-the oppressive govern- 
nient outside. 

In most other areas of Ibdia, when the 
British took over from the <«isting ruling 
elite, they also inherited the state machinery. 
But as this area h.id no previous history of 
being firmly under any ruling elite, it had 
no need for an elaborate state machinery. As 
we follow step by step the process of the set¬ 
ting up and consolidation, of the institutions 
of the state undei the British, it becomes 


clear that it comes into existence not to pro¬ 
tect and benefit the people, but to drain 
wealth from their land and exploit their 
labour. 

The key assumption behind the new state 
machinery is that the state has ultimate and 
total sovereignty. The rulers are able to deter¬ 
mine according to their own interests what 
provisional rights people should have. In 
return, the state can arbitrarily demand 
whatever it chooses from those over whom 
it rules. It can arbitrarily impose and 
enhance land revenue or decide to lease out 
someone’s agricultural land with no concern 
for the people who arc treated as mere 
tenants of the state. The revenue imposed 
was raised every now and then, not just to 
extract more surplus, but to drive home thi 
(loint that the state had ultimate sovereignty. 
The governor general's agent justified it thus 
in 18.^1: “it is expedient the Coles should’ 
continue to feci that the authorities have 
unrestricted control in such matters;''*’ 
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POST-iNDf-PFNDbNCF. DEVELOPMENTS 

The political institutions superimposed 
ui>on Ho society have, after national in¬ 
dependence, carried even further the process 
of consolidating male control, encouraging 
internal stratification and reinforcing ar¬ 
bitrary powers of the state machinery. 

The functions of mankis and mundas 
were traditionally partly hereditary but also 
involved an element of community consen¬ 
sus. In 1947, government appointed a com¬ 
mittee, on whose recommendation govern¬ 
ment decreed that “The posts of mankis and 
mundas should be made elective and that 
their educational qualifications should be in¬ 
sisted ipon as far as possible!'^' 

Today, the traditional panchayat system, 
much altered and stunted, operates parallel 
to government sponsored political structures, 
such as the elected panchayat headed by a 
sarpanch which also exists in non-tribal 
villages. The traditional mundas and marikis 
do not have the powers they once enjoyed 
unless they also latch on to the government 
sponsored political institutions. 

Members of the eleaed panchayat and the 
sarpanch (head of this panchayat) and the 
mukhia (traditional headman) are all sup¬ 
posed to be elected by the adult villagers. But 
people in Karonja do not remember elections 
for members of the panchayat ever having 
taken place in their village or in nearby 
villages. The only elections which take place 
are those for the sarpanch and mukhia. 
Once these men are elected, they choose a 
set of their cronies who function as the pan¬ 
chayat. Although both men and women vote 
in the election of the sarpanch and the 
mukhia, no woman has ever stood for either 
post in Karonja. The situation is not likely 
to be very different in other villages. 

Since these elections are held at the behest 
of, and conducted by, the government, the 
mukhia and sarpanch hold themselves ac¬ 
countable to government officials above 
them and owe practically no accountability 
to their fellow villagers. Power is bestowed 
on them by the government rather than the 
people, even though it is ostensibly based on 
elections by the people. But the institutions 
they represent and the functions they 
perform arc not of the people’s making. 

The mukhia is supposed to act as an inter¬ 
mediary between the village and ilie govern¬ 
ment administration at the block level. He 
is in charge of getting governmeni program¬ 
mes implemented at the village level. This 
involves handling substantial amounts of 
money. The functions of the saipanch 
include keeping in touch with the local police 
and reporting anything unusual that hap¬ 
pens in .the village. The household of the 
mukhia is usually identifiable by the large 
number of goats and fowls it possesses. He 
is supposed to distribute these to poorer 
families in the village but usually appro¬ 
priates them for himself. 


In Karonja, a meeting of the \ illage pan¬ 
chayat is a meeting of the mukhia, the sar 
panch and a tew of their friends and 
relatives. At these meetings, they work out 
matters of common concern to villagers, 
such as getting funos to repair a well or build 
a road. But it usually ends up as a lobby of 
powerful men who try to grab whatcsei 
resources they can tor their own benefit. This 
pattern extends outside the village. Each 
clu.ster of a do^cn or so villages is supposed 
to have a joint panchayat, which in practice 
consists of the mukhias and their close 
friends. 

The government sponsored panchayats do 
not arbitrate disputes between families. Such 
arbitration is handled by the traditional 
decision-making structures, which are, in 
other respects, nearly extinct today. When¬ 
ever two or more individuals or families arc 
involved in a dispute they first try to resolve 
it by calling a meeting at which both sides 
ask people they trust to be present as ar¬ 
bitrators. The mukhia or sarpanch is usually 
also present. Both sides present their case 
and the arbitrators are supposed lo work oui 
a mutually acceptable solution. In most 
cases, the relative power or powerlessness of 
the parties coiiceined is likely to decide the 
outcome of this arbitration process. A 
powerful family is likely to have the .support 
of other powerful families of their kitli and 
hence would tend to bulldoec others into ac¬ 
cepting disadvantageous deals. If one party 
does not feel satisfied, they may resort to 
court action, provided they have the 
resources to do so. 

Women aie completely excluded even 
from the village-level arbitration machinery. 
They are not supposed to attend such 
meetings unless a woman is party to a 
dispute or is required as a witness. If a 
widow like Maki Bui seeks the intervention 
of the arbitration machinery, she will, in all 
likelihood, be the only woman present 
amongst several men, so that an anti-women 
bias is built into the system and women 
seldom manage to get a fair deal from it., 
Womcn-headed families are less likely to be 
powerful because in a Ho village, as in most 
villages, apart from the amount of land 
owned, the ability to wreak violence is an 
important component of the power of a 
family This ability is largely determined by 
the number ot able-bodied adult males a 
family has. 

Another important factor that determines 
the amount of political influence exercised 
by a family is the amount of steady cash 
income that flows into it. Since the better 
paying and regular income yielding jobs are 
only accessible to some men and not at all 
accessible to women, families with earning 
male members tend to acquire more in¬ 
fluence in village affairs. Their cash income, 
apart from giving them prestige, enables 
them to buy the favour of the local police 
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and administration. They are in a better 
position to extend patronage to other 
villagers who feel beholden to them and dare 
not oppose them. Most mankis and mundas 
belong to such families, which are also the 
ones involved in landgrabbing, whereas the 
families from whom land is grabbed are 
usually tho.se which have only vqry old men 
or infant males, or consist of widows or 
single women. 

A poor woman who is in conflict with 
men of a better-off family may try to get her 
brothers or other male kin to be present at 
the meeting on her behalf, but in her marital 
village, people are unlikely to support her 
against her husband or his male agnates. A 
woman's ability to mobilise support for 
herself is further hampered by the institution 
of the patrilocal family. By virtue of having 
shifted from her own village lo that of her 
husband's she is effectively isolated. 

In CONtTHSION 

I'he British gave strong encouragement to 
the myth that tribals would benefit by being 
brought into contact with ii>e outside world 
under the benevolent authority of the Raj. 
This myth is even .more passionately sup¬ 
ported by the inheritors of the Raj. The In¬ 
dian government uses the rhetoric of na¬ 
tional development. However, most attempts 
at tribal development have essentially meant 
furthering their subjcctation and pushing 
tribal society into a completely male- 
dominated, hierarchical mould. Many of the 
disabilities from which Ho women suffer are 
not a consequence of their traditional 
customs, as is often claimed. On the con¬ 
trary, their traditional strengths are being 
eroded but new strengths have not been 
allowed to emerge. 

Ho women’s present plight is due to a 
combination of factors: 

British land settlement operations created 
a new system of peasant proprietorship with 
increasingly patrilncai tomis tif inheritance 
that destroyed the trulitioti of land being 
held collectively by the clan; 

Tribal areas were opened to exploiting out¬ 
siders such as mining and industrial com¬ 
panies and Hindu peasant groups, with 
gieater resources and know-how. This led to 
increasing land alienation. The resultant 

-arcity of land changed the powei balance 
between Ho men and women. It allowed the 
Ho men, who control the land, to subjugate 
the women, who provide almost all the 
labour, in ways never before possible; 

External political structures, oiiving their 
allegiance to an exploitative, hierarchical 
government machinery with a virulent bias 
against women, fostered a far less egalitarian 
and far more repressive social structure, with 
women at the very bottom of the pyramid; 

The Hos ate forced to practise a non- 
viablc subsistence agriculture. The destruc¬ 
tion of the fertility of the land and the lack 
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of irrigation and other agricultural resources 
make it impossible for Ho women to feed 
themselves and their children adequately; 

Discriminatory marriage customs such as 
polygamy and easy discarding of wives has 
ted to an acceleration in the pace of the 
disinheritance ot women from rights in the 
land; 

Ho men's tightening control over the land 
and other income generating economic 
assets permits ever increasing exploitation of 
Ho women despite women's far greater con¬ 
tribution to the family’s livelihood through 
never-ending drudgery; 

Ho women are denied access to formal 
education and secure employment in the 
organised sector—the tew opportunities that 
are now available to tribals are a male 
monopoly; 

The lack of viable alternatives for women 
to enable them to earn a living in the out¬ 
side world makes them very vulnerable to 
economic and sexual exploitation whenever 
they are compelled to migrate from their 
villages in times of scarcity and distress; 

The government’s forest laws make 
previously available forest produce such as 
fuel and fodder more and more inaccessible, 
making women’s lives much harder; 

The exclusion of women from all meaning¬ 
ful decision-making, especially within the 
village or kinship panchayat, as well as at 
the district and state level bodies, ensures 
that women arc not able to offer organised 
resistance when they are discriminated 
against; 

The male monopoly over organised 
violence, due in part to their traditional in¬ 
volvement in hunting and warfare, has been 
strengthened because the institutions of state 
violence, such as the police, are in favour of 
male control in case of any conflict of in¬ 
terests between Ho men and women. Women 
can hardly ever hope to get support and pro¬ 
tection against violence from the police, the 
courts, or any other part of the government; 

The central and state governments’ preten¬ 
sions of fostering tribal welfare and “deve¬ 
lopment” actually help strengthen the 
stranglehold that outsiders maintain on most 
of the wealth of this rich region. From the 
Thtas to the local policeman, they extract 
everything possible, but provide little or 
nothing in return; and 

The influence of the anti-women, rigidly 
hierarchical culture of dominant non-tribai 
groups in surrounding areas has encouraged 
Ho men to reject much of their relatively 
egalitarian tribal culture. 

What Needs to be Done 

So far, most of the pitifully few efforts to 
provide help to tribal women have focused 
on the terrible conditions under which tribal 
women and men have been exploited as 
migrant labourers. There have been numer¬ 
ous campaigns for the release of bonded 


labourers and for improving their working 
conditions in mines, brick kilns and other 
worksites. While this is important, the key 
to improving the situation of tribals is first 
to stop and then to reverse the alienation of 
tribal lands. Without this necessary first 
step, all of the tribal development schemes 
are meaningless deceptions. 

Even if some land were to rem-iin in tribal 
hands, it would not necessarily benefit 
women unless they obtain secure and in¬ 
dependent rights in the land. 'Without that 
as a base, they cannot negotiate a better deal 
for themselves in the familv, the village and 
the outside world. 

In addition to bettering Mo women’s lot, 
measures to secure their rights will also assist 
in halting the process oi alieii.ition of tribal 
land. Ho women are the primary cultivators 
of the land. They arc less inclined to mort¬ 
gage or sell the land and move to the cities. 
The disinheritance of women is culturally 
determined rather than due to any inability 
to cultivate the land. 

Giving women rights in the land will not 
undermine tribal culture, as is often argued. 
On the contrary, giving women secure and 
equal rights in land will help halt the on¬ 
going disintegration of tribal culture and 
society, because they are the ones who have 
the greatest stake in the survival of their 
culture and society. 

The underlying principle behind much of 
the land reform legislation in India was that 
the land should be owned by those who 
actually cultivate it Unfortunately, this prin¬ 
ciple has never been extended to women. If 
it were. Ho women would have a case for 
more than equal inheritance rights, since 
they are the primary cultivators in their 
society. Even if we do not take the principle 
of “land to the cultivator” to this logical 
conclusion, there seems absolutely no 
justification for denying Ho women equal 
land rights. To this end, the Chota Nagpur 
Tenancy Act needs to be amended to enable 
women to become full inheritors. But mere 
amendment of the Act will not be enough. 
It is equally important that the state govern¬ 
ment rapidly move to take the responsibility 
for entering women’s names in the record of 
land rights, and to give women patios to con¬ 
firm their ownership. 

In order to ensure that non-tribah do not 
come and grab tribal lands through fake 
marriages and other fraudulent deals, we 
need to ensure that the present provisions 
incorporated in CNTA to prevent the aliena¬ 
tion of tribal lands are further strengthen¬ 
ed. When a tribal man or woman marries 
a non-tribal, the latter should not have the 
right to inherit tribal land after the spouse’s 
death. Nor should a tribal male or female 
be allowed to sign away their rights in favour 
of a non-tribal. TVib^ lands must stay in¬ 
alienably with the tribe. 


Right now, the government has vast 
arbitrary powers that allow the sale or take 
over of any amount of tribal land. This 
power has been grossly misused and needs 
to be curbed drastically. 

With women’s land rights as the starting 
point, certain additional measures are 
required to strengthen their position. The 
transition from below-subsistence level 
agriculture to self-sustaining agriculture 
needs to take place speedily. These women 
require adequate credit to enable them to 
obtain irrigation facilities, better varieties of 
.seeds, farm animals, and other agricultural 
inputs. 

No less urgently required is the reversal 
of the tide of decades of cultural imperialism 
so as to enable Ho society to retain the more 
egalitarian and humane aspects of its tradi¬ 
tional culture. It is unfortunate that Hos are 
emulating the deadly anti-women biases 
which have devastating effects on the lives 
of most non-tribal women. It is absolutely 
vital that we do not view tribal society and 
women’s situation in it merely to offer them 
suggestions for improvement from our sup¬ 
posedly superior vantage point. There are 
many things we could usefully learn from 
Ho women, such as their spirit of indepen¬ 
dence, their ability to get around by them¬ 
selves, and their refu.sal to accept the ideo¬ 
logy of subservience including the widely 
prevalent practice of treating men as godlike 
creatures. 

(Concluded I 
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PARCHED EARTH 
PARCHED LIPS 


BOTH NEED WATER AND SUSTENANCE WHICH 
ONLY WE CAN GIVE-GOVERNMENT AND PEOPLE 
HIGH AND LOW LET'S HELP THEM GET WATER 
AND WORK-AND LIFE. 


Maharashtra is in the srip of 
unprecedented scarcity 12,313 
villase? and 94 urban areas in the 
State are facins acute water scarcity 
durins the current drousht 1 56 
crores people and 80.23 Lakhs 
bovine population have been 


affected The State Government is all 
set to meet the situation on war- 
footins But peoples’ cooperation 
and help in money and kind is need¬ 
ed in larse measure let us tosether 
help alleviate the plight of our rural 
brethren 


DONATE GENEROUSLY 
TO CHIEF MINISTER’S RELIEF FUND 


Oirector«tc General of Information and Public 
Relatlont^ Government of Maharafhtra. 
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Tomorrow begins today 



The business that is Hindustan Lever is 
today over a hundred years old 
Consumer products have made the 
Company's name a household word. It is 
now moving in a new direction: from the 
consumer's home to the core sector of 
India's economy 

Directions for growth: 

Today's emphasis is clearly on the high- 
tech areas of national priority. Over 60 
per cent of Hindustan Lever's investment 
in fixed assets represents core sector 
business including industrial and 
agricultural chemicals. 

Using science with sensitivity: 

The Company's R & D Centre has built 
over a quarter century of invaluable 
know-how attuned to the country's 
needs. Its achievements include 
technology for use ol unconventional oils 
in the manufacture of triglycerides to 
replace imports; a chemical that 
enhances photosynihetic efficiency of 
food crop plants; detergent actives from 
renewable sources; and processes for 
upgrading sal for a higher value added 
product. The Centre is now engaged m 
researcti into plant genetics and 
immunology, both regarded as frontier 
areas in the field of biotechnology. 

Products made in India for the world: 

Hindustan Lever earned (or the country 
Rs. 84 crore in foreign exchange in 
1985 Its exports to over 40 countries 
around the world in the last five years 
alone amounted to Rs. 360 crore. 

A Company of people: 

Hindustan Lever is a Company ol people 
committed to professional excellence- 
people who have made tomorrow begin 
today. 



Hindustan Leror Limited 
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Helpless Election Commission 

THE Haryana government has successfully thwarted the election commission’s 
efforts to hold elections to the Haryana assembly along with those to the 
Jammu and Kashmir, Kerala and West Bengal assemblies. The chief election 
commissioner announced in New Delhi on Wednesday that the elections to 
the assemblies of the latter three states would be held on March 23 while those 
to the Haryana assembly had been deferred. 

The Haryana chief minister, Bansi Lai, had made no secret of his resolve 
to put off the elections in his state. Whenever they are held, the elections to 
the Haryana assembly, it is generally believed, will be a very close affair. The 
principal issue in the elections will be Haryana’s territorial and river water 
claims vis-a-vis Punjab. The two major opposition parties, the Lok Dal and 
the BJP, have formed a joint front which they have named the Haryana 
Sangharsh Samiti—to project their resolve to fight for Haryana’s rights. Chief 
minister Bansi Lai too has changed his stand on this issue, though he had 
replaced Bhajan Lai as chief minister because the prime minister had wanted 
him to take a less intransigent stand on Haryana’s claims against Punjab and 
thus prove less of an impediment to the implementation of the Punjah-accord. 
After taking over as chief minister, Bansi Lai had, in contrast to the position 
taken by his predecessor, said that he would accept whatever area the 
Venkataramaiah commission recommended for transfer from Punjab to 
Haryana in lieu of Chandigarh, implying that he was giving up Haryana’s claim 
to Abohar and Fazilka. However, in the public meetings he has been addressing 
all over the slate recently he has been declaring that there was no question 
of Haryana agreeing to the transfer of Chandigarh to Punjab unless the 
‘Hindi-speaking areas of Punjab’ (meaning Abohar and Fazilka) were handed 
over to Haryana. 

The prime minister has gone along with this shifting of its stand by the 
Haryana government since the Haryana assembly elections will be, it is generally 
acknowledged, politically as important for him as for Bansi Lai. Should the 
Congress(I) do poorly against the Lok Dal and the BJP in Haryana, that is 
likely to be taken as evidence of erosion of support for the party in the 
Hindi-speaking heartland and, with so many of the non-Hindi areas already 
lost to the Congress(I), may provide the focal point for mobilisation of the 
simmering discontent with the prime minister and the close group around him 
within the party. Not surprisingly, the prime minister has already launched 
his election campaign in Haryana with a series of public meetings in December, 
at one of which he announced yet o;ie more of his by-now celebrated 'financial 
packages’—a nice round figure of Rs 400 crore for Haryana. He also declared 
that the centre would meet the entire cost of Rs 200 crore of the Sutlej-Yamuna 
link canal. 

The term of the present Haryana assembly does not end till June 23 and 
so perhaps no constitutional impropriety is in'volved in not holding the Haryana 
elections in March. However, the manner in which the postponement of the 
elections has been managed by the state government raises serious questions 
about the supposed independence of the election commission. At his press 
conference on Wednesday the chief election commissioner said that the election 
commission had decided, much against its own wishes evidently, to defer the 
elections in Haryana for two reasons: first reports sent to the commission by 
the state and central governments had made out that the law and order situation 
in the state would not permit the holding of elections there next month; second, 
the process of revision of electoral rolls in the state had not been completed. 
The suggestion advanced by the centre and the state government that the law 
and order situation in Haryana is too disturbed for elections to be held there 
is a brazen falsehood. Both the Congress(I) and the opposition have all but 
formally launched their election campaigns already with public meetings all 
over the state. The prime minister himself addressed a series of such meetings 
in December. As for the plea of incomplete revision of electoral rolls, the chief 
election commissioner left on one in any doubt that in his opinion the revision 
of the rolls had been deliberately delayed in Haryana to force the commission’s 
hands to put off the elections. 

Part XV of the constitution makes eleborate provision for securing the 
independence of the election commission. Thus it is laid down that the chief 
election cothmissioner cannot be removed from office except as per the 



procedure stipulated in the case of judges 
of the supreme court. But of what avail is 
all this rigmarole if, as in the case of 
Haryana, the staters chief secretary, a servitor 
of the government in power and at the beck 
and call of the chief minister, also doubles 
as the chief electoral officer for the state and 
ignores the election commission’s directives 
about revision of electoral rolls to suit the 
chief minister’s political convenience? And 
will it be at all surprising if the chief 
secretary, again wearing his other hat as the 
state’s chief electoral officer, is as mindful 
of the chief minister’s interests in the actual 
conduct of the elections when they arc held? 

The situation that has arisen in Haryana 
is neither an aberration nor has it come- 
about unexpectedly. The constitution had 
envisaged the appointment of not just one 
chief election commissioner but other 
election commissioners, who with the chief 
election commissioner were to constitute the 
election commission, as well as regional 
election commissioners who were to func¬ 
tion under the control of the election com¬ 
mission. In fact, from the very beginning the 
election commission has never been properly 
constituted with the appointment of election 
commissioners other than the chief election 
commissioner. Similarly, regional election 
commissioners have never been appointed. 
Instead, the chief election commissioner has 
been quite deliberately made totally depen¬ 
dent on the governments in office at the 
centre and the states in discharging his 
functions. No wonder, as the present incum¬ 
bent of the office bemoaned at his meeting 
with journalists on Wednesday, the chief 
elf'Ction commissioner is a hostage to “the 
moves, counter-moves anti counter-strate¬ 
gies” of these governments. 

Maharashtra 


Preparing for the Inevitable 


THE feeling of nervousness among followers 
of the Maharashtra chief minister, S B 
Chavan, over the feared appointment by the 
prime minister of Shared Pawar to the top 
political post has now surfaced. Chavan’s 
supporters held a meeting in Bombay on 
January 31 to press for the continuance of 
Chavan. Organised by Balasaheb Vikhe- 
Pattl, MP and a confidant of the chief 
minister, the conclave was attended by a 
sizeable number of legislators, MPs, former 
ministers in the state government and leaden 
of the state Congress(I). The immediate 
provocation for the meeting was the exten¬ 
sive tour of the state’s drought-affected 
districts undertaken by Sharad Pawar arid 
the state Congressfl) president, Prabha Raa 
Chavan’s supporten fear that Pawar is using 
the natural edamity to rebuild his position 
in the Congress(l) by rallying under bis 
guidance and leadership partymen in the 
countryside. Clearly, the effort at last Satur¬ 
day’s gathering was to point out to the prime 
minister that a large section of the Ctm- 
gress(l) legislature party and a lizeabls 


number of members of parliament do not 
approve of Shand ftiwar becoming the chief 
minister. 

The Chavan supporters’ problem does 
not, however, end with airing thdr opposi¬ 
tion to Pawar. They have aiso to contend 
with the emergence of the other anti-chief 
minister formations in the state Congressfl). 
For instance, Praupmo Bhonsale^ a former 
minister and now a member of the Lok 
Sabha, is trying hard to displace Chavan 
with tte backing of a ftgjya Sabha member, 
N K P Salve, and other MPs. Rajasthan 
governor and former chief minister Vasan- 
trao Patil with his followers in the state 
Congtessfl) legislature party is also surrep¬ 
titiously ttying to become chief minister “for 
the fifth time to create a record”. 

In their opposition to Pawar. Vasantrao 
fttil or Prataprao Bhonsale, the supporters 
of the chief minister are certainly not 
worried about the political future of Chavan. 
They know that Chavan has a reasonably 
good equation with the prime minister. 
Chavan, too, is not averse to returning to the 
centre. (Incidentally, the election commission 
has not so far decided on the by-election to 
the Nanded Lok Sabha seat which was 
vacated by Chavan when he was sent back 
to the state to become the chief minister.) 
The chief minister’s supporters are pressing 
for his continuance for fear of their own 
political future without him. They know, that 
in the event of Chavan being taken back to 
the centre, Pawar is going-to be the prime 
minister’s choice for the top political post. 
And once Pawar becomes chief minister he 
will go in for elections to the state assembly 
at the earliest. It is taken for granted that 
a large number of the present Congress(I) 
ML As, who were originally Vasantdada 
PatiTs nominees, will not find a place in 
Sharad Pawar's list of party candidates for 
the fresh elections to the assembiy when they 
are held. 

Tehri Dam 


Ignoring Ecological Dangers 


THE Ibhri dam project which has been the 
centre of controversy for so long may well 
get a new Impetus now that the Soviet Union 
has signed an agreement with the govern¬ 
ment of India to provide financial assistance 
and technical collaboration. Not only has 
the dam met with widespread resistance 
from the local people, but the issue has led 
to the amassing of enormous data which 
throw serious doubts on the dam’s ecological 
feasibility. If the construction work on the 
dam has been languishing it has been as 
much due to the mass resisunce against it 
as because of financial and technical con¬ 
straints. But with Soviet assistance^ the latter 
constraints will be eased and the government 
can go ahead with the project brushing aside 
all the criticisms and the peopkfs opposition. 

In 1979 as a response to the sharp 
criticism about the projea, a working group 
was set up to assess the environmental 


impact of the project Theginnip submitted 
an interim report the folkMviag year speci¬ 
fically tecommendiug that urgent remedial 
measures should be taken on several aspects. 
But six years later the final rqxirt, released 
in August last, notes that “little if anything 
has been done to respond effectively to the 
human and environmental aspects. The em¬ 
phasis has been on technological infallibility 
and [there is] a tendency to consider en- 
viroiunental considerations of secondary 
significance...”. Ndther the government of 
India nor the Soviet representatives seem to 
have been overly bothered about such 
criticism. The union energy minister reply¬ 
ing to questions on the environmental issues 
blithely assured the press that all measures 
had been taken to ensure that there would 
be no danger to the dam's location in a 
seismic zone. The Soviet minister for power 
similarly stated that 'seismic inst^illty’ 
would taken care of and went on to 
elaborate on the extent of the Soviet exper¬ 
tise in building rock filled dams in areas of 
even higher seismicity rates. 

Ironically enough, the working group 
report is particularly sharp in its comments 
on the seismological studies because it con¬ 
siders the data to be ‘Hnadequatc”. On the 
other hand, the petition on Ibhri pending 
in the Supreme Court places'special empasis 
on the possibility of failure of the dam due 
to natural earthquakes or any local move¬ 
ment, on any thrust or fault in the area and 
on a reservoir-induced earthquake A recent 
report by Bharat Dogra points out that the 
chairman of the working group, Sunil 
K Roy, had, in fet, written to the secretary, 
department of forests, indicating that the 
issue of reservoir-induced seismicity had 
been misinterpreted by vested interests and 
that the threat was a very real one. Roy has 
also been critical of the fact that data 
gathered by reputed institutes like the 
National Geophysical Research Institute and 
the Centre for l^rth Sciences, IVivandrum, 
have been either completely ignored or 
discounted. 

Quite apart from the question of seismo¬ 
logical feasibility, the Ibhri dam poses an 
enormous threat not only to ecology in the 
area but also to human settlements. For in¬ 
stance, factors such as soil erosion and 
siltage of the river beds upstream of the dam 
can cause devastating floods. Dogra reports 
that this is of particular importance in the 
Ihhri dam area because there are large 
human settlements upstream including a 
town of the size of Uttarkashi. Again, the 
working group had apparently little data 
provid^ to it to assess the impact of sUtage. 
Above all, the working group has come 
down heavily on the “arbitrary ousting and 
dislocation of the Hte of the load people?’. 

The Ihhri dam controversy is of impor¬ 
tance because the project would have an im¬ 
pact on the entire Himalayan ecology. And 
Ibhri is not the only gimt hydel projea 
where the environmental impaa may prove 
to be disastrous. Interestingly, the planning 
commission had made a particular note of 
the large potential for minrand micio bydel 
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projects espedally in the Himalayan region. 
However, according to the Sixth Plan, of the 
estimated S,000 MW potential for such 
plants in the country only 288 MW has 
either been installed or is under 
construction. 

Disarmament 


A Ikctieal Move? 


IT is no surprise that the Soviet Union has 
finally decided to end the unilateral nuclear 
weapons test moratorium. This follows the 
December 19 announcement that the self- 
imposed test ban would be reconsidered as 
soon as the US went ahead with its first 
nuclear explosion in the new year. The Soviet 
moratorium on testing had been twice ex¬ 
tended since it was first deciared in August 
198S, the fortieth anniversary of the nuclear 
devastation of Hiroshima. Since then the US 
has carried out 15 announced and three 
unannounced tests. Throughout 1986 every 
attempt to push forward arms negotiations 
has come up against the stumbling block of 
US obduracy on star wars and testing. In 
November last Reagan violated the Salt II 
treaty which was signed seven years ago and 
set limits on the strategic weapons to be 
deployed; this followed the ‘failure’ of the 
summit talks at Reykjavik. In the words of 
Soviet foreign minister Eduard Shevard¬ 
nadze .. it seems to me that all possibilities 
from our side are almost exhausted. If the 
US continues its tests, we can no longer 
refrain from nuclear tests without risking 
our safety—the safely of the sociidist 
community". 

This cannot, however, be interpreted as a 
total abandonment on the part of USSR of 
efforts to press forward arms negotiations 
but rather as a tactical short-term move. 
Apart from the fact that the Soviet leader 
Gorbachev has made ‘nuclear disarmament* 
a major plank of his foreign policy there 
would also be tactical advantages in even 
merely persuading the conservatiiw president 
to sit at the negotiating table. On the other 
hand, it is very likely that Gorbachev was 
under increasing military pressure to revoke 
the self-imposed test freeze. Other 
developments also indicate that the USSR 
continues to be interested in breaking new 
ground in disarmament negotiations. The 
upg^ng of the chief negotiator at the new 
round of ongoing talks in Geneva (which 
was matched by a similar move by the US) 
since it will provide more flexibility to the 
negotiators is being seen as evidence of its 
desire to provide fresh inpetus to the talks. 
Besides, it is also another indication that 
Gorbachev does not see the Reykjavik 
meeting as a complete failure. In fact, 
Gorbachev has been reported to have indi¬ 
cated that he would be willing to be more 
‘flexible* on star wars research and testing. 

last month the Soviet Union also became 
the first nuclear power to sign the protocols 
attgchdil to the South Pacific nuclear free 
zone, teaty which came into force on 


Deconber 12 with Auitralia becoming the 
dghth natkm to ratify it. The treaty is essen¬ 
tially an arms control agreement which 
“prohibits the presence of nuclear weapons, 
or of their manufacture or testing anywhere 
within the territories of the South Pacific 
states upto a 12-mile sea limit’*. The proto¬ 
cols recently signed by the Soviets constitute 
a pledge not to violate the provisions of the 
treaty and not to use or threaten to use 
nuclear weapons against members of the 
zone. 

The US in the meanwhile has rebuffed all 
these attempts. Nevertheless, western com¬ 
mentators believe that the US may not now 
continue to pursue the stonewalling tactics 
with the same intensity. After the Iran arms 
debacle, Reagan, they say, may desperately 
be looking for a diversion. An arms control 
agreement even of a limited nature may be 
just what he is looking for to refurbish his 
image. 

West Germany 


Change, Below the Surface 


Ramesh Jaura writes: 

‘CARRY on Germany. The Future, instead 
of Red, Green!* That was the slogan given 
by Chancellor Helmut Kohl for the country¬ 
wide general election in the Federal Republic 
of Germany on January 25. The' West 
German electorate has obliged Kohl, though 
only in part. The centre-right CDU-CSU- 
FDP cot^tion government has been returned 
to power with 53.4 per cent of the vote cast 
in its favour. This is, however, 2.4 per cent 
less than the coalition parties* score four 
years ago. What is more; the dominant coali¬ 
tion partner, the conservative CDU-C^U 
alliance, has lost as much as 4.5 per cent of 
the vote it bagged in the March 1983 parlia¬ 
mentary poll. Instead of 48.8 per cent then, 
it has (Stained only 44.3 per cent now. By 
contrast, the junior coalition partner, the 
liberal Free Democratic Party (FDP), has 
succeeded in increasing its score by 2.1 per 
cent, bagging 9.1 per cent instead of just 7 
per cent four years aga 

Ihken together the social democrats (SPD) 
and the anti-nuclear, environmentalist Green 
Party have secured 45.3 per cent of the vote 
Four years ago, they had managed to get no 
more than 43.8 per cent. The Greens have 
succeeded in raising their share of the vote 
from 5.6 per cent to as much as 8.3 per 
cent—admittedly a respectable toll after 
just four years in the federal parliament, 
Bundestag. The social democrats, on the 
other hand, have lost 1.2 per cent of the vote 
In comparison to 38.2 per cent fbur years 
ago they have managed to get just 37 per 
cent this time. An unsatisfactory outcome, 
as both chancellor candidate Rau and SPD 
chief Willy Brandt admit without hesitation. 
The SPD’s showing was not, however, as bad 
as some pollsters had predicted. 


A closer look at the poll outcome 
indicates that West Germany will not be in 
a position to carry on in the next four years 
in the same manner as in the last four. This 
applies as much to the intra-coalition aqua¬ 
tion and its impact on government policies 
as to the role of the opposition parties, with 
or without co-ordination of their domestic 
and foreign policy postures. Such a co¬ 
ordination will not be easy, in view of the 
fact that the social democrats will remain 
busy for some time putting their own house 
in order. 

Ever since Helmut Schmidt—who has 
meanwhile bid goodbye to the life of a 
pariiamenurian—was ousted as chancellor 
in October 1982, the SPD has been engaged 
in an intra-party ideological struggle; While 
party chief Willy Btandt—who will have led 
the SPD for a quarter of a century by 
1988—declines to pin himself down to one 
political direction or person, a ‘power strug¬ 
gle* continues between the so-called ‘sons’ 
and ‘grandsons’. The chancellor candidate 
Rau, who is the chief minister of West 
Germany*s most populous state, North- 
Rhine-W^tfalia, is counted among the ‘sons’. 
He is in his mid-50s. The chief minister of 
the state of Saarland, Oscar Lafontaine, in 
his early 40s, belongs to the category of 
‘grandsons*. Whereas the ‘son* is dead 
against a coalition with the Greens, the 
‘grandson* is quite well disposed to the 
Greens and their views on nuclear energy, 
disarmament and West Cermanv*s exist from 
NATO. 

The Greens, for their part, are divided 
among the fundamentalist ‘Fundis’ and the 
realist-minded ‘Realos*. The former reject 
any compromise on issues which form the 
backbone of their ideology. The latter favour 
an electoral alliance with the SPD on the 
plea that only a political party willing to take 
over governmental responsibility will in the 
long run be accepted by the electorate. The 
‘Realos* can now point to the fact that it is 
because of the Greens* willingness to form 
a coalition with the social democrats in the 
state of Hesse that they have been ‘rewarded* 
by the electorate in the January 25 election 
with a 2.7 per cent increase in their share of 
the vote. 

Intra-party controversies are by no means 
a monopoly of the Greens and the social 
democrats. The outcome of the poll leaves 
no doubt that the CDU-CSU coalition will 
have its own internal problems to surmount, 
not to speak of the problems cropping up 
with the liberal FDP. The FDP will have no 
difficulty in arguing that the voter has 
rejected the ultra-rightist course, especially 
in foreign and security policy, that threate¬ 
ned to dominate the coalition*s conduct. 
Self-confldence, pride and devotion to the 
fatherland, yes. But not at the cost of 
neighbours, particularly those in the east and 
south who were overrun by Hitlerite hordes 
only half-a-century ago. This is what the 
FDP in general and foreign minister Hans 
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Dietrich Genscher has been saying. He will 
now have all the more reason to insist on this 
position and in this he will have the batk- 


BUSINESS 


MANY weeks have gone by since the firs? 
instalment of the 2.50 lakh bale export quota 
for long staple cotton got fully utilised. But 
New Delhi has still to take a decision in 
regard to the release of the balance quota 
of 3.S0 lakh bales to fulfil its commitment 
under the long term policy to export six lakh 
bales annually for three years. One wonders 
whether the dealy in the announcement of 
the fresh export quota simply reflects the 
government’s casual approach to dealing 
with even important issues or whether it is 
attributable to the strong opposition by the 
powerful textile lobby. The cotton mill 
industry has never taken kindly to the export 
of cotton for the simple reason that it tends 
to reduce domestic availability thereby im¬ 
parting a hardening tendency to prices. The 
industry has already rai.sed a big hue and cry 
over the sharp rise in cotton prices— 

Rs 1,400 to Rs 2,000 a candy—from the 
September-October lows which were the 
lowest for over five years. 

It would be unfortunate if the government 
were to be taken in by the alarm signals 
raised by the industry lobby. It is not merely 
that the upswing in cotton prices which 
carried prices above the official support 
levels is essentially in the nature of a 
welcome recovery from unduly depressed 
levels; the central and state co-operative 
agencies have had to pay dearly for conduc¬ 
ting price support operations on a massive 
scale during the 1985-86 season. Cotton 
prices have been displaying an easier 
tendency since about the beginning of 
January and have come down by Rs 350 to 
Rs 600 a candy from their recent highs. Con¬ 
sidering that Maharashtra cotton will now 
become available in good quantity—the 
marketing hitherto had been hampered by 
inadequate ginning because of the agitation 
by Shared Joshi, with sates amounting to 
only 2.75 lakh bales out of the total procure¬ 
ment of 9.50 lakh bales till the end of 
January—and the movement of Gujarat 
cotton will also be gaining momentum in 
due course, cotton prices can be expected to 
maintain a subdued tendency for quite some 
time. In any case, prospects of any signi¬ 
ficant rise in prices in the near future are 
rated rather low. 

It is significant that cotton prices have 
been inclined lower even after downward 
revision of crop estimates at the last meeting 
of the Cotton Adviwry Board on January 9. 
The CAB has reckon^ the crop at 95 lakh 
bales against its initial estimate of 102 lakh 


ing of the opposition parties too. Chancellor 
Helmut Kohl will have to keep this in mind 
during his second term in office. 


bales. This flgure is considerably higher than 
the pessimistic estimates—80 to 85 lakh 
bales—which had gained currency giving a 
big boost to the market sentiment. Since the 
CAB estimates are in the nature of an 
average of the figures doled out by the 
various members participating in the 
meeting nobody can really vouch for their 
accuracy. Strangely enough, there is still no 
unanimity about the stock at the beginning 
of the current season on September 1,1986. 
The opening stock is placed at 29.80 lakh 
bales by the Indian Cotton Mills Federation, 
45 lakh bales by the CCI and 50.11 lakh 
bales by the East India Cotton Association. 
The CAB has somehow accepted the figure 
of 39.50 lakh bales, interestingly enough, the 
variations in the opening stock estimates are 
far greater than tho.se in the crop estimates— 
between 90 lakh bales and 94.75 lakh bales. 
The CAB has accepted the figure of 95 lakh 
bales. 

Even on a most optimistic reckoning of 
the likely mill consumption of cotton during 
the current season—around 92 lakh bales— 
and allowing for non-factory consumption 
of 5.50 lakh bales and export of 15.78 lakh 
bales (spillover of 9.78 lakh bales and anti¬ 
cipated 6 lakh bales) the current season will 
end with a stock equivalent to over four 
months of mill consumption. The overall 
supply position of cotton is thus sufficiently 
comfortable to permit export of six lakh 
bales. The government is fully committed to 
allowing export of this quantity. Unless the 
government is having second thoughts about 
its commitment under the three-year export 
policy, there is no good reason why the 
balance quota should not be released 
promptly. 

By the end of January, nearly 65 lakh 
bales of cotton had already been marketed. 
Good quality cotton which is already scarce 
is likely to become more scarce as the season 
progresses. This will make it difticult for 
exporters to satisfy the requirements of the 
overseas buyers. That apart, cotton prices 
abroad have developed an easier tendency, 
with prices already down by over 3 cents per 
pound from their recent highs. The decline 
in overseas prices has been attributed to 
forecasts of increased global supply next 
season. Indications are that any further 
delay in the release of the export quota could 
adversely affect the unit price realisation 
from the sale of cotton. Interests of cotton 
growers will be better served by an early 
release of the export quota as there are some 
30 lakh bales of cotton still to be marketed. 


The Forward Markets Commission is 
reported to have approved of the resumption 
of hedge trading in cotton, the varieties 
chosen being H-4, DCH-32, MCU-5 and 
Sankar-6. Apparently, futures trading is 
aimed at facilitating the marketing of long 
and extra-long suple cotton which has come 
to constitute 45 to 50 per cent of the total 
production of cotton in the country. The 
excess of supply of long staple cotton in rela¬ 
tion to mill demand has of late been posing 
a serious problem. Export is one of the 
measures taken by the government to rectify 
the supply-demand imbalance. 

Volumes have been written on the value 
of organised speculation. Opinion on the 
utility of futures trading in commodities 
remains sharply divided. However, if futures 
trading on organised commodity exchanges 
has an important economic function, cotton 
can be said to have all the essential 
characteristics which make a commodity 
eligible for futures trading. The approval of 
hedge trading in cotton by the FMC is likely 
to raise quite a few ticklish issues. Since 
futures trading in cotton has remained ban¬ 
ned for almost two decades, the East India 
Cotton Association, the country's premier 
organisation handling cotton'trade, will have 
to put up with a number of problems in 
creating the necessary infrastructural 
facilities for the smooth functioning of the 
futures market. It is also not quite clear 
whether the Cotton Corporation of India, 
the Maharashtra federation which is opera¬ 
ting the monopoly purchase scheme and the 
various other state co-operative agencies will 
be allowed to operate in the futures market. 
This can have a very important bearing on 
the functioning of the future', market. 

Synthetic Yarn 


Price Conundrums 


THE chairman of the Indian Cotton Mills 
Federation (ICMF), S KModi, has recently 
decried the sharp rise in the price of 
polyester filament yarn (PFY), accusing the 
PFY manufacturers of forming a cartel. 
According to Modi, the increase in prices by 
Rs 5,000-7,000 per tonne of PFY over the 
prices prevailing in December has further 
aggravated the problems of the textile 
industry already reeling under mounting in¬ 
ventories and chronic underutilisation of 
capacity. The president of the Ahmedabad 
Textile Mills Association, Manubhai Patel, 
has asked the Monopolies and Restrictive 
TVade Practices Commission (MRTPC) to 
inquire into the price rise since he has 
reasons to believe that the PFY manufac¬ 
turers had hiked prices in joint consultation 
with one another. 

The Association of Synthetic Fibre 
Industry (ASFl), representing the PFY 
manutheturers has, on the other hand, 
strongly repudiated the charge of forming 
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a cartel. It claims that it is charging what 
it considers to be the fair price of PFY. The 
controversy over what is the fair price of a 
commodity is perhaps as old as the social 
science of political economy. It is claimed 
that the polyester staple fibre (PSF) and PFY 
manufacturers have been enjoying excessive 
tariff protection and abnormal profits. The 
Bureau of Industrial Costs and Prices 
(BICP) has recently released a summary of 
its recommendations based on a study of the 
synthetic fibre industry. The BICP has 
recommended market prices of PSF and 
PFY at Rs 69.09 per kg and Rs 166.97 per 
kg, respectively, which are much below the 
prevailing market prices. Further, the BICP 
has recommended that customs duty on PSF 
be reduced from 185 per cent to ISO per cent 
and on PFY from 225 per cent to 190 per 
cent. The objective is to reduce abnormal 
profits and improve the efficiency of the 
PSF/PFY industry. The PSF/PFY manufac¬ 
turers have been reaping enormous profits 
over the last few years in a protected market. 


RANAJIT DAS GUPTA’s response 
(‘Popular Movements in Jalpaiguri District’, 
EPW, November 22, 1986) to my rejoinder 
(‘Tcbhaga Movement in Dooars', EPW, May 
31,1986) to his earlier article {EPW, July 27, 
1985), came as a rude shock to me. When 
1 wrote the rejoinder 1 had three things in 
mind. Firstly, I wanted to clarify a point 
made by Das Gupta that my findings on the 
Tebhaga movement in Dooars were not 
borne out of evidence. This meant that my 
'data were false, which, I tried to show, was 
not the case. Secondly, I thought that by 
presenting some additional data based on 
my fieldwork in this region, the scope of his 
study could be extended. Thirdly, I wanted 
to set out some of my ideas on the role of 
ethnicity in the class struggle which were 
based on the works of sociologists and 
ethnologists studying African societies and 
through discussions with Marxist scholars. 
I had mentioned right at the beginning of 
my piece that “I intend to go beyond the 
scope of [Das Gupta’s] article and deal with 
some issues relating to ethnicity and class 
struggle”. Oasgupta’s response was quite 
unetpected. He has treated my piece as some 
sort of challenge to his credibility and has 
gone hammer and tongs at me. He refers to 
my criticism- as "hard-hitting” and that I 
have taken him “to task” or "strongly 
attacked” him for something or the other. 

In the third section of his response he mis¬ 
quotes me and at times gives simplistic and 
often misleading explanations to counteract 
the points that I have raised. When 1 noted 


BICP and ICMF seem to be of the 
opinion that one of the ways of enforcing 
price discipline in a highly oligopolistic 
market is to introduce competition by allow¬ 
ing imports on open general licence (OGL) 
at low rates of customs duty. The ASFI, on 
the other hand, is clamouring for a curb on 
imports by shifting imports from the OGL 
to the restricted list and raising the rate of 
customs duty to discourage unnecessary 
imports. It has assured the government of 
a steady supply at reasonable prices. The 
government seems to favour the PSF/PFY 
oligopolists by asserting that the prices 
recommended by BICP are unremunerative. 

It seems that investment in the PSF/PFY 
industry will continue to offer highly 
favourable rates of return. The sub-group on 
synthetic fibres of the committee for 
perspective planning of the petrochemical in¬ 
dustry has recommended a radical change 
in fibre use from viscose and cotton to PSF 
and PFY and this synchronises with the 
government’s thinking on the issue. 


that 1 had made a casual reference to the 
participation of tribal jotedars in the 
Tebhaga movement in my book, he retorts 
with a remark, “so, it was a casual observa¬ 
tion!” (p 2065, column 1) and proceeds to 
quote one sentence from my book which is 
supposed to prove that it was not all that 
casual. Had he read the n»(t few sentences 
he would have seen that I have explained that 
since an analysis of the Thbhaga movement 
was not within the scope of my study, I will 
not go into this phenomenon in details. This 
is what I meant by “a casual reference”. 
Again, in the same column he quotes half 
a sentence from my rejoinder which would 
imply that the Chotanagpur tribes were 
ascribed a low social status only because 
they were immigrants. He then proceeds to 
prove that this explanation “does not hold 
good”. 1 have not tried to put forth such a 
facile explanation because I have dealt with 
other causes and explained that “the roots 
to this problem regarding social status can 
be traced in their economic status of being 
the perennial source of cheap labour” 
(p 979). Das Gupta overlooks this part and 
distorts my points by misquoting me. 

Das Gupta feels that my statement that 
Rajbansis wete mote keen to maintain social 
distance with the Adivasis is a “mere 
surmis^’. However, in spite of his long 
winded reasoning on this aspect he has not 
been able to prove to the contrary. He also 
points out that 1 have failed to take note of 
the “catalytic role played by the Bengal 
Duars Railway Union activists” in the 


TWENTY YEARS AGO 

EPW. Annual Number, 1%7 

The economic debate has unfortunately 
been confounded by the poIarUation of 
political forces occurring not in a grand 
manner but on the supposed philosophies of 
individuals or groups... there is a tendency 
to associate the stability-first approach with 
the rightists and the development-rirst attitude 
with the leftists. Things would have been 
simple if such a clear-cut distinction existed; 
in actual fact, none of the political parties can 
be identified with any particular economic 
strategy worth the name. .. .Even the Swatan- 
tra is more explicit about abolishing the Plan¬ 
ning Commission than giving up planning... 
the Communists prefer to obfuscate whatever 
revolutionary ideas they may have by ail types 
of alliances with middle-class and caste groups 
having electoral weight but not necesarily 
common economic interests. And the Congress 
.. finds It prudent to talk vaguely about 
giving a better deal to the common man... In 
any real debate on economic issues today, 
certain factors have to be taken as given. First, 
notwithstanding alt our discontents, it is a 
bigger and more diversified economy with 
which we have to deal. It is as unrealistic to 
deny the progress in commodity production 
which has been achieved in the last fifteen years 
as to assume that the economy has already 
built up enough capacity to accelerate its rate 
of progress.. .Secondly, the idea of planned 
development has become part of the social 
ethos in this country . .And finally, the plans 
we formulate hereafter will be against the 
background of larger and more uncertain 
defence liabilities than in the pa.st. 

« « * 

In a heterogenous society, full of caste; class, 
linguistic, communal and regional differences, 
there could be two important unifying forces. 
First, a political situation which steers clear 
of extreme polarisation of forces.. .and en¬ 
courages ‘middle of the road’ parties. Second, 
an economic system which ensures an adequate 
rate of growth for the economy .. .Unfortu¬ 
nately, the forces which have strengthened the 
hands of the extreme left . .and the extreme 
right . are making for increasing polarisation. 
Unless countervailing action is forthcoming in 
time, these two extremist groups are likely to 
bolster each other through a process of action 
and reaction .. If the Fourth Plan fails, it will 
do so not because of lack of resources but 
because of lack of political will. And if that 
happens and planning is given up, the business 
classes may no doubt make some temporary 
profit. But all that would soon be burnt into 
ashes by the fire that would follow. 

• • • 

Another, and possibly more significant 
factor for the future is the eruption of the 
movement of the NGOs. Barring Tamilnadu. 
there is militant and combined action taking 
place everywhere, in Mysore, the Junior 
Engineers of the PWt> have gone in for a 
certain respite after having secured .some con¬ 
cessions, but can swing into action quite soon. 
The mass casual leave movement was a thum¬ 
ping success. The indefinite strike in Kerala 
may well be joined soon by the strikers’ col¬ 
leagues in Andhra and Mysore.. .Their living 
standards have been badly eroded by the 
galloping inflation and it would have treen a 
sad day, indeed, for Indian democracy had the 
white collars taken it all in supine fashion. 


LETTER TO EDITOR 
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movement. This again is a misrepresentation 
because, even though I did not mention the 
BDR Union’s role in my rejoinder (after alt 
it was only a rejoinder and not an article and 
the purpose was to point out some aspects 
which were overlooked by him), 1 have dealt 
with its role in detail in my book. 

Das Gupta’s approach is very intriguing 
because I find that his sole objective is to 
show that my facts are wrong rather than 
deal with the issues which i have rsused. He 
mentions the “gross factual errors” in my 
fieldwork and even suggests that I have 
cooked up the name of Sukra Oraon, a 
jotedar. All I can say is that I have met this 
person and he is still in existence. I was taken 
to his house by CPI activists in Oodlabari. 

I admit that I have mixed up the relations 
between Sukhdeo Lakra and Phagu Oraon. 

I also made a slip in mentioning that 
Sukhdeo was the first general secretary of 
the Zilla Cha Bagan Mazdur Union, whereas 
it was Deb Prasad Ghosh. In my book 
however I have stated that D P Ghosh was 
the first general secretary of this Union. 
These I think are minor points and 1 don’t 
.see how they undermine the validity of m> 
data or prove that they are false. I had made 
these references while felering to the parti¬ 
cipation of Adivasi v'oredars in the Ibbhaga 
movement. The main issue here was whether 
or not these people v/aejotedars who later 
supported the communists and not how they 
were related to each other. 

Das Gupta labels my arguments as “the 
kind of reasoning put forward by imperialist 
or neo-imperialist historians...” (p 2066, 
column 1). He has also mentioned towards 
the end that my problems arise from my 
“narrow approach and is stereotype of 
ethnicity”. I can only submit that I feel quite 
comfortable in my approach (irrespective of 
the labels applied) because it is consistent 
with those of Marxist social scientists in the 
socialist countries and elsewhere. I have no 
desire to give way to dogmatism. 

On the whole. Das Gupta’s response is 
very inconsistent. In the second section he 
tries to show that the points which I have 
raised have been covered by him in his article 
but in the next section he argues that my 
points were wrong. Such inconsistency can 
be found even in his original article where 
he has tried to explain class relations without 
taking into account ethnic relations but at 
the end he adds a stray sentence stating that 
ethnic relations are important and should be 
examined. Similarly, in his response his tone 
is very argumentative and he refuses to con¬ 
sider any other point of view. At the same 
time he aids up by stating that “what is 
needed is not acrimony but meaningful 
dialogue between and fruitful research by 
concerned scholars”. This is a farcical state¬ 
ment because his response leaves no room 
for any dialogue, fruitful or otherwise. 

Sharit K Bhowmik 

Calcutta. 


POLYOLEFINS INDUSTRIES LIMITED 

BOMBAY 


NOTICE 


It is hereby notified for the information of the public that Polyolefins Industries Limited, 
Mafatlal Centre, Nariman Point, Bombay 400 0S1, proposes to make an application to the 
Central Government in the Department of Company Affairs, New Delhi, under Sub-section (2) 
of Section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 for approval 
to the establishment of a new unit. Brief particulars of the proposal are as under;- 


1. Name and address of the 
applicant orsanisatton 

2. Capital structure of the 
applicant orsanisation 


3. Manaaement structure of the 
appplicant organisation indicating 
the names of the Directors, in¬ 
cluding Managing/Wholetime 
Directors and Manager, if any. 

1 MrArvind N.Mafatial-Chairman 

2. Dr G Metz 

3. Mr G Kremer 
4 Mr D. Cron 

5. Dr E. Baltin 

6. Mr H .). Alkcma 

7. Mr N. M. Wagle 

8. Mr Balkrisnna 

Harivallabhdas 
9 Ml S. Jagannathan 

4. Indicate whether the proposal 
relates to the establishment of a 
new undertaking or a new unit/ 
division 


POLYOLEFINS INDUSTRIES LIMITED 
Mafatlal Centre, Nariman Point, 
Bombay 400 021 

Authorised Capital . Rs, 12,86,85,700 

Unclassified RS;_2,13,1 4,300 

Total ; Rs. 15,00,(k),000 

Issued and subscribed Capital; 
Equity ; Rs. 12,86,8 5,700 


10 Dr G. V. K Rao 

11 Mr Hrishikesh A. Mafatlal 

1'2 Dr N M Dhuldhoya-Managing Director 

13 Mr D A. Blacsing—Deputy Managing 

Director 

14 Dr S N Sur-Technical Director 

15 Mr D. Cord (Alternate to Dr G Metz) 

16. Mr M S Patwardhan (Alternate to 

Mr H J Alkema) 

The proposal is for establishment of new 
undertakings for the manufacture of the 
products mentioned herein 


5. location of the new 
undertaking/unit/division 

6. Capital structure of the 
proposed undertaking 

7. In case the proposal relates to 
the production, storage, supply, 
distribution, marketing or control 
of any goods/articles, indicate; 

i) Names of goods/articles 

ii) Proposed licensed capacity 
lii) Estimated annual turnover 

8. In case the proposal relates 

to the provision of any service, 
state the volume of activity in 
terms of usual measures such as 
value, income, turnover, etc. 

9. Cost of the Project 

10. Scheme of finance, indicating 
the amounts to be raised 
from each source 


The new unit will be located at our Plastic 
Products Division Plant at MIDC Industrial 
Area, Akola, Maharashtra 
Not applicable 


Alloys, Blends, Sandwich and Composites of 
Polymers and Elastomers. 

10,000 MT per annum. 

Around. Rs. 80 crores. 

Not applicable 


Rs. 16 50 crores 

The Company proposes to meet the project 
cost from the internal generation of resources. 
As regards foreign exchange requirement, the 
company will endeavour to arrange suppliers 
credit failing which, the company will 
approach Central Government/Financial 
Institutions. For working capital, the company 
will be approaching the Banks. 


Any person interested in the matter may make a representation in quadruplicate to the 
Secretary, Department of Company Affairs, Government of India, Shastri Bhavan, New Delhi, 
within 14 days from the date of publication of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein. 

Dated this 2nd day of February 1987. 


POLYOLEFINS INDUSTRIES LIMITED 


R i. DESAI 
SECRETARY 
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CAPITAL VIEW 


Confusion upon Confusion 

Romesh Thapar 


IN his more conHclent days, the former 
finance minister, Vishwanatha Pratap Singh, 
used to say that the business community in 
India was a rootless thing without any clear 
idea of the society to which it belonged. It 
was the Rajput view of the Bania, rather 
simplistic, but broadly true of the gentlemen 
who flaunt their development skills. 

Now, the tables have been turned, or so 
it seems. The tax-raiders are closing shop, 
even thinking of resigning because the 
machinery of harassment could easily be 
turned against them to create a smokescreen 
or diversion against accountability. Mean¬ 
while, the money-makers are so confident 
that they are propitiating their gods. 

It matters little who will deliver the budget 
this year. There is not much to deliver, except 
to tell us that resources from abroad must 
be encouraged—of course, with a non¬ 
resident Indian screen fur the sake of 
politics—and defence-spending must 
escalate. I hese pet obsessions of the clique 
that rules are being serviced by tall talk 
about economic performance and imaginary 
war scares on our troubled borders. 

A great deal of information is now 
available of the mess in the secretariat of the 
government of Rajiv Gandhi. An article in 
the Indian Express by former secretary 
I P Singh tells a sorry tale. The bureaucracy 
is fed up with the treatment given to some 
of its senior members, and the notion that 
little else than sniggering will result should 
be blown as the dirt begins to surface in the 
print media. Unknown to the ruling clique, 
the union cabinet and its supportive party 
is beginning to wonder about the future— 
and particularly after the five state elections. 

The theory that at last consultations are 
being initiated with party netas, that the 
Doon School yaars are being distanced, is 
a lot of deliberate make-bel.ief put out to 
revive the sagging hopes of the Congressiahs. 
The clique is very much the decisive power. 
No one really knows its composition. 
Indeed, so many even speak of Sonia 
Gandhi as the inscrutable decision-maker. 
As for the party nefas, they spy on each 
other to find oui who is being consulted. 
Invariably, the search is fruitless. 

The confusion prevailing at the moment 
is extraordinary, but it does not generate the 
kind of political vibrations associated with 
disarray because there arc no centres of 
clarity. Hindu assertiveness in the electronic 
media and elsewhere, an attempt to give ex¬ 
pression to Kghts that have been allegedly 
bypassed, has sparked the foolishness of a 
Shahabuddin whose imaginary Muslim vote 
banks impress even an experienced Chandra- 
shekhar. As for the Sikh factionalists, 
nothing seems to curb their desire for 
fighting each other on empty issues even as 


they protect themselves by pretending that 
terrorism is not terrorism, that only the state 
IS terrorist. In this mess, critical issues of 
citizenship for Nepali and Bangladeshi 
migrants settling on our borders are 
neglected or tackled without thought. We 
seem resigned to moving from one crisis to 
another. 

In this drift, Hindus will get lost in 
nationalistic chatter which is indistinguish¬ 
able from communal posturings, Muslims 
will be asked to reject intelligent solutions 
to masjid-mandir situations, Sikhs will be 
stirred to every kind of polarising and con- 
frontationist action, because there is nobody 
of political opinion prepared to speak the 
truth, prepared to call a knave a knave. We 
are at the mercy of noisy elements, over¬ 
publicised by the media, who are trying to 
silence the voice of sanity in every com¬ 
munity, the voice of the overwhelming 
majority. 

If a focus is to re'.urn to our national life, 
the disruptive elements—Hindu, Muslim 
and Sikh—must be isolated. The attempt to 
give respectability to communalism in all its 
forms must be denounced. Citizen groups 
have to detail these communalisms, and 
particularly the lapses in government policy 
and action. It would help if our corrupted 
ruling party and its naive prime minister 
took a lead in establishing this ethos, but we 
cannot wait on events—a helplessness that 
only encourages the unthinking crazies and 
conscious conspirators. 

The battle against communalism has 
many dimensions. The whole structuring .>f 
mutual respect among our many tribes, 
castes and communities needs urgent review 
by committees which are above divisive 
pressures. What's more, mutual respect 
cannot turn a blind eye to the economics of 
life and living, of opportunity to grow in 
citizenship. The elite ruling groups, so 
hooked on five-star futures, arc quietly 
reducing the mass of our people to lumpen 
status. And lumpenisation has only one end 
result—destabilisation through violence. 

The businessmen rejoicing in the defeat 
of the tax-gatherers, the politicians ex¬ 
ploiting every loophole to build cynical vote- 
banks which are ^ their very nature divisive 
and violent, the pontificators who find 
rationalisations for their narrow and very 
parochial solutions, and the silent citizenry 
waiting for leadership that does not materia¬ 
lise, are alj guilty of creating the conditions 
which are visible wheiever you look. Misery, 
violence, corruption and social decay in 
homes and institutions are the products of 
a non-caring selfish culture that cuts across 
our divides. 

Until the people in mohalla and village 
rue to express their intelligent presence, they 


will remain at the mercy of every racketeer 
who is able to organise his network with a 
mix of money-power and religiosity. This is 
the experience of every town and hamlet 
during these past forty years of freedom. 
The politician or neia was to take care of 
this mi-pervasive threat. But he has become 
any ally of those whom he was supposed to 
isolate and crush. 

The destruction of a just political and 
economic system means this in ordinary 
terms. A new system has to see birth in the 
ashes of the old. The effort to prevent this 
birth will be gigantic. The massive parlia¬ 
mentary mandate that our people have been 
giving the neias has been violated on every 
occasion—yes, even by the forty-year olds 
and under. No restructuring takes place. No 
new perspectives inspire the netas. The waste 
and the want increase, and with it the 
explosive impatience. 

Footnote: I think the time has come to con¬ 
front the communal vote-bankers with 
their ugly thoughts. A regular media 
featuring of these thoughts, translated 
from local languages, might give voice to 
the silent majority. 

January 30. 


SUBSCRIPTION RATES 

Inland 


Institutions One year 

Rs250 

Two years 

Rs 475 

Three years 

Rs 700 

Individuals One year 

RsSOO 

Two years 

Rs 375 

Three years 

Rs550 

Concessional Rates 

One year 

Teachers/Researchers 

Rs 150 

Students 

Rs 100 

Concesstonal rates are available only in 
India. 1b avail of concessional rotes, certi¬ 
ficate from relevant institution is essential. 

Fbreisn 

One Year 

Surface mail 
(all countries) 

US S 50 

Air mail 

Bangladesh, Pakistan 
and Sri tanka 

USS50 

Other Asian countries 

Africa, Australia, 

S 65 

Europe 

South and North 

5 75 

America and 

New Zealand 

$90 

itemittance by money order/bank draft/ 
postal order requested. In view of revision 
of collection charges by banks, please add 

1 Rs 14 to outstation cheques. 


I All remittances to Economic and Political 

Weekly. 
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STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(17-1-87) 

Month 

Year 

29, 1986 

85-86+ * 

84-85 

83-84 

8^83 

All Commodities 

1000 

379.8 

0.6 

6.0 

5.8 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

355.1 

1.0 

7.8 

7.9 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

335.9 

0.1 

6.1 

5.3 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

330.5 

4.4 

16.8 

20.2 

-10.5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and Lubricants 

85 

621.5 

0.3 

4.2 

2.0 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

359.5 

0.5 

5.2 

5.2 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

in 

in 

In 

in 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 1960 = 

° 100 

692“ 

1.0 

9.8 

8.5 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 1960 - 

> 100 

615* 

0.3 

8.1 

5.3 

6.8 

8.1 

10.3 

8.0 

For Agricultural Labourers July 60 to 

585“ 

-0.2 

4.3 

5.2 

4.8 

0.2 

11.4 

5.2 

June 61 

= 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(16-1-87) 

Month 

Year 

28, 1986 

85-86+* 

84-85** 

83-84 

82-83 

Money Supply (Mj) 

Rs Crore 

1,37,253 

3,388 

20,760 

19,024 

15,192 

16,058 

13,031 

10,115 




(2.5) 

(17.8) 

(16.1) 

(14.9) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

71,173 

1,982 

12,144 

12,682 

9,579 

8,445 

5,757 

4.748 

Bank Credit to Commercial Sector 

Rs Crore 

89,723 

2,483 

10,626 

8,008 

9,745 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,698 

-200 

966 

-286 

299 

1,419 

-104 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

1,01,355 

2,989 

16,849 

16,636 

12,475 

11,519 

8,550 

7,299 




(3.0) 

(19.9) 

(19.6) 

(17.3) 

(19.0) 

(16.4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

6,879 

-200 

521 

- 135 

53 

1,319 

1,233 

911 







(0.8) 

(24.0) 

(28.9) 

(27.2) 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(iVfU as 100) 















In 

In 

In 

In 

In 




1986 

1985 

1986** 

1985** 

1984 

1983 

1982 

General Index 

100.00 

216.1» 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9' 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0* 

230.5 

225.1 

2.4 

2.6 

6.6 

5.3 

0.9 

Intermediate Goods Industries 

21.33 

192.3* 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

142.1* 

1S7.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Sep. 86) 1986-87* 

1985-86* 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

961 

5,857 

5,324 

10,420 

11,855 

9,872 

8,908 

7,803 






(-12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,735 

9,239 

9,752 

18,371 

17,173 

15,763 

14,356 

13,671 






(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-774 

-3,382 

-4,428 

-7,951 

-5,318 

-5,891 

-5,448 

-5,868 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 










(Aug 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

28,459 

28,459 

25,366 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

522 

3,692 

4,001 

5,766 

6,220 

6,655 

5,862 

6,277 






(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

404 

465 

S57 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

248 

263 

373 

407 

486 

474 

505 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1985-86** 

1984-85** 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (Current Prices) 

Rs crore 

2,15,024 

1,90,888 

1,72,704 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

64,988 

61,838 

59,541 

55,032 

53,168 

50,736 

47,138 

49,633 

Per Capita Income (1970-71 Prices) 

Rupees 

798 

775 

764 

721 

715 

700 

664 

717 


* For current year upto hueit month for which data are available and for correspondinc period of last year. 

** Excluding gold and SDRs. 

+ Upto latest month for which data are available. 

-«■ * Provisional data. 

Notes: (1) Superscript numeral denotes month to which flgure relates, e g, superscript' indicates'that the flgure is for January and so on, 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


Drought Constricts Market 

Hansavivek 


KIRLOSKAR OIL ENGINES has turned in 
disappointing results for 198S-86 with a 
trading loss of Rs 1.58 crore against a gross 
profit of Rs 4.68 crore made last year follow¬ 
ing decline in a sales from Rs 88.07 crore to 
Rs 65.20 crore. After depreciation, there is 
a net loss of Rs 3.44 crore compared to a 
net profit of Rs 1.65 crore of 1984-85. Equity 
dividend, which was paid at 12.5 per cent 
last year, as also the preference dividend have 
been skipped. 

The directors explun that due to drought 
conditions in some states and flood situation 
in other regions, sales in the agricultural 
market did not pick up. The finances from 
the financing institutions were not available 
to the farmers on account of poor recovery 
of farm loans. As the tractor engine sale 
related to agricultural sector, it was affected 
for the same reasons. The market for genset 
application engines was also depressed. In 
fact, for these reasons the entire engineering 
industry and especially the diesel engine and 
automobile industries were the worst af¬ 


fected. Due to low demand for the engines, 
various cost reduction measures were intro¬ 
duced—for instance, restricting factory 
operations to five days in a week during 
December 1985 to May 1986. Although 
because of the recessionary conditions, the 
businms of bearings with the original equip¬ 
ment manufacturers viz the automobile 
manufacturers was not satisfactory, the loss 
of business in this segment was made up by 
aggressive marketing in the replacement 
market to some extent and sizeable gains 
were made in the market share. 

In regard to the fuel injection equipment 
project, the directors say that the central 
government’s clearance was delayed by four 
years. The company approached Ambac In¬ 
dustries, the original collaborator for the 
project, for its implementation but the latter 
did not show interest in it. The company, 
therefore, approached \hnmar of Japan and 
finalised the collaboration agreement. The 
project is being actively pursued. The com¬ 
pany’s application for a letter of intent foi 


Thi’ Wwk’s Cumpanies (Rs Lakh) 



Kirloskar Oil 

Paper Products 

Rohit Pulp 


Latest Year 

Last Year 

latest Year 

Last Year 

Latest Year 

Last Year 


30-6-86 

30-6 8S 

31-7-86 

31-7-85 

30-6-86 

30-6-85 

Paid-up Capital 

670 

670 

108 

121 

96 

96 

Reserves 

1298 

1608 

847 

810 

350 

311 

Borrowings 

3231 

2800 

405 

355 

384 

463 

oj which Term borrowings 

956 

862 

105 

-- 

89 

108 

(iross fixed assets 

4007 

3670 

1405 

1286 

1054 

977 

Net fixed assets 

2320 

1808 

998 

939 

646 

566 

Investments 

352 

339 

5 

5 

2 

t 

Current liabilities 

2627 

2513 

337 

267 

410 

347 

Current assets 

5155 

5444 

694 

610 

586 

649 

Stocks 

2154 

1981 

260 

227 

363 

350 

Hook debts 

2360 

2798 

314 

286 

82 

1/7 

Net sales 

6520 

8807 

1917 

1681 

1285 

1685 

Other income 

304 

354 

3 

3 

13 

12 

Raw material costs 

3581 

4555 

1360 

1152 

398 

609 

Wages 

III! 

1299 

165 

146 

130 

146 

Interest 

496 

416 

61 

38 

44 

55 

Gross profit (-t-)/loss (-) 

-158 

468 

164 

125 

98 

138 

Depreciation provision 

180 

278 

63 

53 

53 

69 

Ihx provision 

— 

25 

44 

21 

6 

9 

Net profit (-rj/loss (-) 

-344 

165 

57 

51 

39 

60 

Investment allowance reserve 

— 

100 

21 

15 

15 

6 

Transfer to reserves 

Dividend 


— 

18 

19 

8 

38 

Amount P 

— 

10 

1 

1 

— 

- 

E 

— 

72 

17 

16 

16 

16 

Rate (per cent) P 

— 

11 

9.50 

9.50 

— 

— 

E 

— 

12.50 

16 

15 

17 

17 

Cover (times) 

Ratios (per cent) 

— 

2.15 

3.29 

3.12 

2.43 

3.75 

Gross profit/sales 


5.31 

8.32 

7.43 

7.62 

8.19 

Net profit/capital employed 

— 

7.24 

15.49 

15.13 

8.74 

14.74 

Inventories/sales 

33.04 

22.49 

13.19 

13.50 

28.25 

20.77 

J^^esi/sales 

17.04 

14.75 

8.37 

8.38 

10.12 

8.66 


the project to manufacture pipe handling 
tools has been cleared by the government. 
A collaboration agreement has also been 
entered into with Varco of US. The company 
now proposes to invest Rs 40 lakh in the 
equity of Smraj Engines, as against Rs 10 
lakh proposed earlier on account of upward 
revision of the project cost. The company’s 
income during the first four months has 
been about 38 per cent ahead of the cor¬ 
responding period last year. The distribuUon 
organisation has been strengthened, so as to 
have closer contact and better after-sales 
service to the end user of engines. During 
the last six months, the financing institutions 
have been making available funds to the 
agricultural sector which has given an 
impetus to the sale of small horsepower 
engines and tractors. Exports during the first 
four months were also higher at Rs 19 
million as against Rs 13 million over the 
same period last year. 

With the government of India’s favourable 
licensing policies, the company can now 
manufacture engines of any horse power. At 
present the company is capable of producing 
engines upto 8,000 HP and orders have been 
received in this range. 

PAPER PRODUCTS has fared much bet¬ 
ter during the year ended July 1986 with 
gross profit rising from previous year’s 
Rs 1.25 crore to Rs 1.64 crore following 
increase in sales from Rs 16.81 crore to 
Rs 19.71 crore. Profit margins have also been 
enhanced. With both depreciation and tax¬ 
ation claiming more, however, the gap has 
been narrowed and net profit is Rs 57 lakh 
against Rs 51 lakh previously. The directors 
have recommended an increase of one per 
cent in equity divident at 16 per cent and 
also a gift of shares on a one-for-four basis. 
Equity distribution is covered 3.29 times by 
earnings as against 3.12 times last year. 

The company raised Rs one crore by 
issuing 15 per cent non-convertible deben¬ 
tures to UTl and LlC. Of this, Rs one lakh 
has been utilised for acquiring fixed assets 
and the rest of the proceeeds for meeting the 
working capital requirements. Arrangements 
have been made with IDBl for a foreign cur¬ 
rency loan of DM 19.50 lakh and rupee loan 
of Rs 77 lakh to finance the import of 
machinery. 


ROHIT PULP AND PAPER MILLS has 
suffered a setback in its working-during 
1985-86 due mainly to suspension of manu¬ 
facturing activities on account of labour 
trouble during January to May 1986. Value of 
turnover declined from last year’s Rs 16.85 
crore to Rs 12.85 crore and gross profit from 
Rs 138 lakh to Rs 98 lakh. These figures also 
reflect contraction of margins. Although 
depreciation has claimed a lower amount, 
net profit is only Rs 39 lakh (Rs 60 lakh). 
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The directors have, however, kept dividend 
unchanged at 17 per cent. The distribution 
is covered 2.43 times by earnings as against 
3.75 times previously. The company’s pro¬ 
duction was 12,984 tonnes as againtu 18,107 
tonnes previously. 

A settlement with the labour union was 
signed on May IS last and norma] operations 
were resumed in June 1986. Production for 
the first four months of the current year has 
been 6,977 tonnes as against 5,730 tonnes 
in the corresponding period of the last year. 
The directors, however, anticipate problems 
in procuring full requirements of rice straw 
even at a higher price because Gujarat is fac¬ 
ing severe drought conditions for the second 
year in succession. With the proposed 
change in production pattern and switching 
over to alternate raw material, the overall 
requirement of rice straw would be coi- 
respondingly reduced. The company is con¬ 
tinuing its programme of modernisation in 
a phased manner at an estimated cost of 
Rs 4 5 crore to be financed by assistance 
from financial institutions and banks and 
internal accru.iis. When implemented, it 
would help the company to bring down cost 
of steam generation, saving in consumption 
of power, Ilexibility of using alternate raw 
material and improvement in the quality of 
the products. 


In the (lapital Market 


Bhanii Foitge which is the number one forge 
shop in Asia, has issued 3,12,50015 per cent 
secured convertible redeemable debentures 
(5th series) of Rs 240 each for cash at par. 
The debentures are offered in the first 
instance to equity shareholders of the com¬ 
pany in the proportion of five debentures of 
Rs 240 each for every 80 equity shares of 
Rs 10 each held as on December 5,1986. The 
issue of debentures which is of the value of 
Rs 7.5 crorc has been made to finance the 
manufactureof front axle assembly, expan¬ 
sion of capacity for open forging and for 
defence products machining. The debentures 
consists of two schemes of interest. Scheme 
(A) provides for half-yearly interest and 
scheme (B) for cumulative interest. There is 
a buy-back arrangement after three years of 
allotment upto Rs 25,000, upto a total of 
Rs 25 lakh each year. The company’s tur¬ 
nover increased from Rs 58 crore in 1983-84 
to Rs 74.5 crore in 1984-85, registering a rise 
of 30 per cent. Reserves also registered an 
increase of 24 per cent during the same 
period. The turnover has further increased 
to Rs 91.6 ciorc m 1985-86. The issue will 
close on Febiuaiy 19. 

Hindustan FiuorocarbonH, promoted by 
Hindustan Organic Chemicals (HOC) and 
Andhra I’ladesh Industrial Development 
Coiporaiion (APIDC) has set up a plant for 
annual nianufaciure of 500 tonnes of poly- 


tetrafluoroethylene (FTFE) at Mainidipalli 
near Hyderabad in technical collaboration 
with ATOCHEM of France, renowned the 
world over in the field of engineering 
plastics. The company is issuing 39.60 lakh 
equity shares of Rs 10 each at par to the 
public to finance a part of the project cost, 
estimated at Rs 31.84 crore. Out of the issue, 
15.80 lakh shares are being offered on a 
preferential basis to NRIs and 5,99,700 
shares for employees and business associates. 
The issue is a landmark in the corporate 
history of India, as this is for the first time 
central government is inviting the public at 
large to join hands with it in the investment 
for a new project.PTFE finds use in many 
applications including defence, nuclear 
energy, space programmes, aeronautical 
industry, oil exploration as also mechanical, 
electricid, chemical and electronic industries. 
FTFE has also a major role in important 
thrust areas iike railways, high power trans¬ 
mission and in the construction industry 
especially in cross country pipelines such as 
HBJ. Therq are many processors of PTFE 
in India whose requirement is met by im¬ 
ports, The company will be manufacturing 
PTFE for the first time in India and thus 
it will be a 100 per cent import,substitution 
effort. The indigenous availability of PTFE 
will accelerate the growth rate of existing 
PTFE processing units and also give a fillip 
for putting up new units for a large number 
of other applications which are not at pre¬ 
sent employed in the country. According to 
H Krishnamurthy, chairman and managing 
director of HOC, the product will be 
marketed under the brand name ‘HlFljON’. 
HOC has already launched a seeding pro¬ 
gramme with imported PTFE from the 
collaborators which has been well received 
by the exisiting processors. The product will 
find ready market for its entire production. 
The gestation period is minimum and pro¬ 
duction is expected to commence very soon. 
The management expects to earn sufficient 
profits to declare dividend within a reason¬ 
able time after it goes into commercial pro¬ 
duction. The issue is eligible under section 
80CC of the Income Thx Act. The issue 
opens for Indian public on February 16 and 
for NRIs on February 9, 1987. The issue is 
managed by ICICI. 


McDowell and Company is entering the 
capital market with an issue of convertible 
debentures of Rs 100 each aggregating 
Rs 13.44 crore out of which Rs 12.8 crore will 
' be offered to resident equity shareholders 
and Rs 64 lakh to the company’s employees. 
The issue opened on January 22,1987 and 
will close on February 23, 1987. A sum of 
Rs 10 out of the face value of each debenture 
will be converted into one equity share of 
Rs 10 at par at the end of 6 months. The 
non-convertibic portion will be redeemed at 
the end of 7 years. The object of the deben¬ 
ture issue is to part finance the capital 


expenditure for the modernisation of the 
polymers division and also to augment the 
long-term resources for working capital 
requirements. According to Vijay Msdlya, 
chairman, the company is implementing a 
project in its polymers division to manufac¬ 
ture expanded polystyrene (EPS) at an 
estimated outlay of Rs 4 crore. This project 
is being set up in collaboration with a 
Norwegian company, Sundc Plastics. EPS 
is extensively u$^ in refrigeration and heat 
transfer technology. The company has also 
received a letter of intent for setting up a 
plant t6 manufacture acrylonitrile butadiene 
styrene (ABS) at an estimated outlay of 
Rs 14 crore. The overseas tie-ups for this 
project are being finalised. ABS is an 
important, hard and resilient plastic com¬ 
monly used in the automobile and electronic 
industries. The central government has also 
recently issued a letter of intent to the 
company for augmenting its current produc¬ 
tion capacity of styrene and polystyrene 
from 23,000 TPA to 1,10,000 TFA. The first 
phase of this project is estimated to cost 
about Rs 45 crore. The company now plans 
to modernise its production facilities at its 
distilleiies. The plans include the introduc¬ 
tion of continuous fermcnta'tion equipment 
and the introduction of procedures to 
improve Operating efficiencies. The company 
has achieved remarkable growth in its opera¬ 
tions during the last few years. Turnover and 
networih (without revaluation) have increa¬ 
sed at an average annual rate of over 50 per 
cent during the past 5 financial years. The 
company has made 4 bonus issues in the 
ratio of l.T in the last 13 years alone. The 
1:1 bonus issues during this period were 
made in the years 1974,1977,1982 and 1986. 
McDowell has also an uninterrupted divi¬ 
dend paying record of 27 years since 1959. 
The company’s turnover for the first six 
months of the current financial year stood 
at Rs 61 crore, 100 per cent over last year’s 
figures for the same period. It has projected 
an overall turnover in excess of Rs 115 crore 
for 1986-87 with profit before depreciation 
and tax of Rs 13.3 crore. 

Solar Busiforms is setting up a plant at 
Solapur in Maharashtra with an annual in^ 
stalM capacity of 3,840 lakh MICR cheques 
and 960 lakh computer forms. The company 
will acquire ‘flexibobine’ the latest high 
speed web offset machine from SeaiUes et 
Tison of France, which will also render 
technical assistance. Tlie company has been 
promoted by H P Daga, a chartered accoun¬ 
tant, and his associates who have wide 
nperience in the field of computer industry. 
To partly finance its operations, the com¬ 
pany is making a public issue of 7 lakh 
equity shares of Rs 10 each at par. Out of 
this, Rs 28 lakh has been reserv^ for allot¬ 
ment to non-resident Indians. The issue for 
NRI's opened on February 3 and for Indian 
public will open on February 11. The issue is 
managed by P N Bank. 



FROM THE IVORY TOWER 


Conventions, Caprices and People 
Management in Government 

Arun Ghosh 


1'WO news items have been bewildering this 
week. The first, the sudden exit—and the 
manner of exit—of A P Venkateswaran, has 
been widely commented on by the press, and 
need not detain us here, even though the 
event is likely to have far reaching effects on 
our administrative system. But the second 
news item appears very briefly only in the 
financial dailies. It says cryptically, “Burn 
Standard chief sacked”. The news item then 
goes on to say that P C Sen, chairman<um- 
managing director of Burn Standard Com¬ 
pany, “who had been under suspension since 
July 19116... was indicted by the [Central 
Vigilance] Commission of acting in a man¬ 
ner ‘highly unbecoming of a peison in his 
position’ in exercising financial powers in 
excess of his competence”. 

We do not know P C Sen, or of the rights 
and wrongs of his stewardship of the Burn 
Standard Company, or of his financial 
misdemeanours, if any. We do know that the 
Burn Standard Company was a very sick 
compan> until very recetitly, that the unit has 
now turned the corner, presumably under 
Sen's .stewardship, since from a net loss of 
Rs 35 lakh in 1983 84, the company emerged 
with a net profit of Rs 314 lakh in 1984-85. 
(The accounts lor 1985-86 are, of course, not 
available to outsiders who spend their time 
in an ivory tower.) W'e also know that the 
years under reference have been tflrite 
rough for wagon manufacturing companies 
generally. A sister ifkiit in Calcutta, Braith- 
wuiic and Company, made a net loss of 
R.S 70 lakh in 1983-84 and of Rs 297 lakh 
in 1984-85. Jessop and Company, another 
Calcutta unit which has many other acti¬ 
vities also besides wagon manufacturing, 
made a net loss of Rs 39.3 lakh in 1983-84 
and Rs 268 lakh in 1984-85. Of course, one 
unit, Bharat Wagon and Engineering Com¬ 
pany—with units at Mu/affarpur and 
Mokamah, and making some items like LPG 
cylinders, etc, in addition to wagons—did 
better and showed profits of Rs 38 lakh in 
1983-84 and Rs 162 lakh in 1984-85; but that 
should not cloud our judgment as to the 
improvement in the performance of Burn 
Standard Company under Sen's stewardship. 

As stated earlier, we do not know the per- 
lormance of Burn Standard Company dur¬ 
ing 1985-86, nor of the precise ‘irregularities’ 
of which Sen has been deemed guilty by the 
Central Vigilance Commission; we only 
know from the press reports that Sen had 
exceeded his powers. It is significant- 
judging from the cryptic news report—that 
the Central Vigilance Commission has not 
been able lo find any wrongdoing on the 
part of Sen; only that he exceeded his finan¬ 
cial powers. 


That is, of course, bad. No one should 
attempt to become a law unto himself. But 
we are also aware that all or most of our 
financial advisers and finance directors— 
drawn mainly from the audit and accounts 
services—are god-fearing, rule-minded 
creatures, and that when such people are in 
charge of the finances of sick companies the 
latter are likely to turn more and more sick. 
One needs to take bold initiatives to lake a 
sick unit in a traditional, stagnant or declin¬ 
ing industry from sickness to a state of 
health; and here one should be judged by 
the results, unless, of course, one is guilty 
of financial pecadillos for personal gain. The 
Vigilance Commission would surely not have 
allowed Sen lo get away if he were guilty of 
the latter; but apparently, results or no 
results, honest oi not, no one is to be allowed 
to exceed his financial powers. 

In tegard to Vigilance, thi Economic 
Administtation Reforms Commission 
(headed by L K Jha, now a member of 
Pniliamcnt) has this to say; 

.. .the attitude of the Vigilance Organisa¬ 
tion and the CBl generally is that any one 
against whom an allegation has been made 
is a suspect officer and it is upto him to prove 
his innocence in formal proceedings... In 
due course an innocent officer may indeed 
be able to establish his innocence, but in the 
process... he is usually a broken man... 
things will never be the same again. Nor 
would he on any future occasion be able to 
take decisive action. Under the circtin- 
stances, the general tendency to play safe is 
understandable, but it inflicts a grievous cost 
to public enterprises in terms of delays in 
decision-making and consequent delays in 
project implementat'on... 

The accounts of Burn Standard Company 
for 1984-85 show Rs 1,080 lakh as capital 
works in progress against the company’s 
gross block of no more than Rs 2,128 lakh 
as of Mamh 31, 1985. Was Sen guilty of 
pushing ahead with the early completion of 
the project, over the advice of hit financial 
advisers? One would like to know; for in 
today’s atmosphere, such a person Ought to 
he decorated rather than penalised. 

We are not concerned here, in this column, 
with individuals. Much as what has happen¬ 
ed to Venkateswaran and Sen would be pain¬ 
ful to them and to their families, much as 
the entire matter be rightly deemed to be un¬ 
fair in the extreme, it is the wider question 
of morale in government services, of morale 
in public sector undertakings that we are 
concerned with here. Civil servants, by and 
large, have little choice. They have chosen 
a career, and they have to carry on. And >et. 
as to whether they participate actively in the 
task of nation-building or sit back end ‘play 


safe’ as 1. K Jha has put it, playing the 
precise tune asked of them by their political 
masters, is extremely important. Again, this 
subject has been dealt with by the media. 
But no one apparently is concerned about 
the steady decline tn morale in the public 
sector enterprises. 

This is a vital issue; and no amount of 
speech making by the Vasant Sathes and the 
K K Tewaris of the Establishment is going 
to change the basics of the situation. It is 
the qualify of men which will make or un¬ 
make both government administration and 
government enterprises. Quite clearly, our 
leaders today appear to be lacking in peo¬ 
ple management expertise. At least in the 
public sector enterprises, we may increa-sing- 
ly expect only second or third rale people 
to remain, and only the rejects from private 
sector undertakings and fly-by-night opera¬ 
tors to seek entry at the higher levels, when 
in fact we need men of the highest calibre 
and character. 

We must also remember that it takes years 
to build up any institution; it takes but a 
short lime to destroy it. I'he morale of the 
top management cadres in public sector 
enterprises has been steadily and systemati- 
;ally eroded; and it would be increasingly 
mo.e diftlcult to atliact honest, decent peo¬ 
ple with inhiative and dash, to take charge 
of our public sector enterprises. As to sick 
companies, one does not really know how 
we can ever hope lo gel them back to a state 
of health and viability, vviih our present ap¬ 
proach and policies. 

But we all seem to forget one cardinal fact. 
These enterprises have been built with the 
hard-earned savings of the common people 
of this country. Vhey arc not the property 
of any politician or bureaucrat. The people 
have a right to ask for a ‘hands off policy 
insofar as political manipulation of our 
enterprises is concerned. The organisational 
changes palmed off as a panacea by the 
government on a gullible public—in terms 
of the holding company form of organisa¬ 
tion of public sector enterprises-is actual¬ 
ly a hoax. No one has bothered to recall that 
the NTC has for long been a holding com¬ 
pany par excellence, that the SAIL likewise 
is a holding company, hat been so before the 
Arjun Sengupta Committee dreamed up this 
organisational form for all public enter¬ 
prises. Neither the working results nor the 
freedom enjoyed by different units of the 
NIC or the SAIL inspire any confidence. 
The existence of the SAIL has not prevented 
the Department of Steel making the public 
sc'ctor steel plants depend on the government 
for every single decision. The same is the 
story with the N PC. 

So, the much-vaunted changes in the 
organisational pallet n of public sector cnici- 
prises is unlikely to make any difference to 
the management of these eiiieipiises .Ami 
yci, with a total imcstment of Rs42,811 cioic 
ill 221 cenitai govenimeni enterprises as nl 
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March 31, 1985, and a further Rs 65,000 
crore as the value of projects (costing more 
than Ks 20 crore each) under construction 
by the centre, the taxpayer has a right to 
demand that the management of public 
enterprises be taken away from the whims 
and caprices of both politicians and 
bureaucrats. 

But how are the people then to be assured 
that these public enterprises with such large 
public funds invested in them are going to 
be run efficiently, and in the interests of both 
the enterprises and the public? The solution 
lies in building up a proper institutional 
framework for the running of corporate 
enterprises in the public sector. In this con¬ 
text, perhaps we can draw some lessons from 
the pattern that is being evolved in the 
I’eople’.s Republic of China. 

In China, as part of their recent pro¬ 
gramme of decentralisation of decision¬ 
making, and in recognition of the principle 
that “ownership right can be separated from 
o|)crating right”, the ownership of public 
enterprises is being increasingly passed on 
to a number of different institutions, each 
in some way representing the people. Ex¬ 
amples of such institutions, in addition to 
central and local governments, are banks, 
pension funds (in India, the UTI and the 
I.IC), and other enterprises. This would be 
tantamount to a system of socialist joint 
stock ownership. The management would 
vest with a professional team, which would 
be answerable to a new group of share¬ 
holders other than the government. 

Can this not be an appropriate model for 
India? Can wr not divest the presently 
omnipotent but obviously over-extended 
government administration of direct respoo- 
sibility for public enterprises? Can we think 
of the public sector enterprises being owned 
primarily by, say, the IDBl, LIC, UTI, other 
(related) public sector enterprises, organisa¬ 
tions ot consumers, as well as the workers, 
with a small share in the equity for the cen¬ 
tral and state governments? One could 
enlarge the number of institutions having a 
share in the ownership of public enterprises, 
which could encompass local administra¬ 
tions, while consumers could be represented 
by appropiiatc institutions, e g, the ICMR 
tor the I DHL. All these diverse institutions 
could then watch both their interests as also 
the interests of the people generally, in the 
efficient operations of the public enterprises. 

What we need thus is the healthy develop¬ 
ment of institutions and of healthy conven¬ 
tions in regard to their functioning. There 
should be no room for the whims and 
caprices of any individual undermining 
morale over the entire area of operation of 
government, be it in the sphere of admini¬ 
stration or enterprise. 

A postscript-. Judging from various noises 
being made on diverse occasions, is it possi¬ 
ble that some people may feel that a war 


with Pakistan is the only answer to the in¬ 
creasing voice of dissidence, and the increas¬ 
ing divisiveness observed in different parts 
of the country? Is the exit of A P Venkates- 
waran—who reportedly merely reiterated a 
decision taken at the SAARC meeting in 
Bangalore last year—a prelude to a ‘defen¬ 
sive offensive' against I^kistan? The rulers 
in both countries may feel it may help them; 
it is unlikely that people in either country 


think that such a confrontation is either 
necessary or desirable 
Can we not take a lesson from the 
frightening fratricidal war between Iran and 
Iraq over six long years, and evolve ways of 
avoiding another confrontation in the third 
world? Such a confrontation would suit the 
imperialist powers whom we are ail quick to 
denounce in season and out. Can we not just 
refuse to play their game? 


Under 80C of 
Income Tax Act by 
Investing In 15- Year 
Public Provident Fund 
(PPF) 


Minimum investment Rs. 100 and maxi¬ 
mum Rs. 60,000 in a year in lumpsum or 
in 12 instalmerits. 

12% tax free interest per annum {for 
1986-87). 

Facilities of loans and partial withdra¬ 
wals available. 

Protection against decree by a court. 
Ideal Scheme for self-employed 
persons. 

The amounts invested, inclusive of 
those in the name of dependent wife 
and children, qualify for rebate in 
income tax. wealth tax exemptions. 
Accounts can be opened in all Head 
Post Offices. State Banks and other 
authorised branches of Nationalised 
Banks. 

Holdings completely exempt from 
wealth tax and even the condition of six 
months holding does not apply. 


, M National Savings Organisation 
Government of India. 

Ministry of Finance. 
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INTERNATIONAL ECONOMIC AFFAIRS 


Stabilising the Yen; Option Japan Won’t Use 

ISG 


THE major news currently is that the US 
dollar’s exchange rate has touched ISO 
Japanese yen. Compared with any of the 
major currencies of the world, the dollar's 
decline has been the greatest relative to the 
yen since September 1985 when it was agreed 
among G-S, the club of rich countries in¬ 
cluding Japan, that the dollar’s exchange 
rate would be allowed to adjust downwards. 
It was hoped that this would obviate the 
need for the US to seek other less desirable 
ways of correcting its balance of payments 
deficit. A weak dollar, it was thought, will 
raise the cost of US imports while making 
US exports more competitive. 

Sixteen months later, the news is not that 
the US balance of payments is in better 
shape. On the contrary, the US trade deficit 
for 1986 is now estimated at $ 170 billion 
i c, $ 20 billion higher than in 1985. And, 
since by March 1986 the US had already 
become a net debtor to the outside world, 
its net earnings on the invisible account 
should have been on the decline faster than 
before. Therefore, the likelihood is that when 
firm estimates of the US balance of pay¬ 
ments on current account are available, the 
deficit might well be larger than that in 1985 
by more than S 20 billion. That means it 
might exceed S 130 billion. 

But why is the decline in the dollar’s ex¬ 
change rate the steepest against the yen? 
Because the US trade deficit with Japan is 
the highest, accounting for one-third of the 
total, one may be immediately inclined to 
respond. But is that the whole explanation? 
Yes and no. Yes, because that is the obvious 
way the exchange market can be said to have 
responded to the US-Japan economic situa¬ 
tion. No, because we know from past ex¬ 
perience that exchange market corrections 
may or may not respond adequately to 
changes in the external economic situation 
of a country, certainly not if one has in mind 
only the balance of payments on current 
account. 

Japan has, for years now, been investing 
large sums in the US. Japan’s investment in 
US securities alone might well exceed $ 50 
billion during 1986. Only part, if at all, of 
this investment gets reflected in the foreign 
exchange reserves of Japan because a large 
part of this investment in US securities is on 
private account. In fact, had the Japanese 
investment in the US been not sizeable, the 
decline in the dollar/yen exchange rate in 
recent years could have been far steepei. So, 
in eff(^, Japan has been intervening in the 
exchange market, though not in the narrow 
sense of the term. 

Clearly, therefore, exchange rate adjust¬ 
ment between the dollar and the ytn has 
been in the nature of a constrained adjust- 
enent, sizeable though it has been, relative 


to the dollar’s c'change rate changes vis-a- 
vis other major currencies. So, if the feel¬ 
ing in the US is that the dollar should fall 
even more in relation to the yen in order for 
the exchange rate change to make a suffi¬ 
cient impact on US/Japan trade, it may not 
be misplaced. On the other hand, if the feel¬ 
ing in Japan is that already the revaluation 
of the yen is having adverse effects on its 
exports—Japan is reported to have suffered 
a decline of over 5 per cent in its trade 
surplus on the whole—that too is easy to 
understand. While Japan is reported to be 
experiencing a decline in its export earnings, 
the US docs not see any firm tendency on 
the part of its export earnings to improve, 
going by the estimated trade figures of the 
last quarter of 1986. 

The US is benefiting by Japanese and 
other foreign investments in US securities 
because thereby the US budget deficit gets 
financed externally and there is little impact 
of it on US domestic prices. Even the US 
deficit on private account is being financed 
externally. Still, the price rise in the US dur¬ 
ing 1986 is reported to have been the lowest 
in recent years. It is also doubtful that the 
Japanese are really that seriously disturbed 
at the extent of the revaluation of the yen, 
in spite of all the noises they are making. 
They would be perfectly satisfied, one 
suspects, if the yen could stabilise around 
the level now reached, namely, 150 yen to a 
dollar. Evidently. Japan's dollar investments 
have not yet reached a level that it considers 
too high. 

Has the Washington meeting between 
Japan’s finance minister Miyazawa and US 
treasury .secretary resulted in anything tangi¬ 
ble towards stabilising the dollar value of the 
yen? Japan wanted a concerted intervention 
but got in return an agreement “to take 
effective steps, if necessary, to stabilise the 
currency market’’ and to call a G-5 meeting 
urgently. Meanwhile there was also agree- 

* An important Addition to 
Feminist Literature: 

MAN AND WOMAN 


mem that Japan would reduce further its 
bank rate, which will go down to 2.5 per 
cent, the lowest in leeent history. That would 
mean more outflow of funds from Japan 
and with the corresponding US rate almost 
thrice as high, this could well happen in 
substantial amounts, and that by itself might 
operate to arrest any tendency towards a 
rising dollar value of the yen. Of course, the 
catch will always be the exchange rate. But 
Japan’s willingness to reduce its bank rate 
indicates a readiness to underwrite the pre¬ 
sent rate. Japan has evidently been told that 
if it wishes to maintain the present exchange 
rate of its currency, it would have to do it 
largely on its own. 

Not that there is no other route for Japan 
to take to keep up its export eainings, if that 
is how it would like principally to sustain its 
pace of economic growth. If in.stcad of 
lending so massively to the US year alter 
yeai, it would diversity its investments nearer 
liomc, it could possibly build up a mlich 
more solid base for its exports. But that is 
not on the cards Not yet anyway. Japan's 
official development asustance. at 0.29 per 
cent of Its ONE. ranks only above that of 
USA's with the grant element of this assis¬ 
tance being the lowest among DAC loun- 
tries. Also, be it noted that Japan’s total 
ODA amounts to just ovei six per vent of 
its annual outflow of funds to the US. 

For the coming i'ew years Japan will con¬ 
tinue to bolster the dollar through a massive 
outflow of funds to the US, enabling the 
latter to incut even larger deficits than to¬ 
day. Ronald Reagan should be happy. He 
can continue to indulge in massive arms 
build up. incur huge budget deficits and still 
not let domestic prices rise so long a; Japan 
is prepared to pay his bills and underwrite 
the dollar as vvcll. At the same time, he can 
keep a pretence of pressurising Japan to 
open up to US imports on pain that other¬ 
wise the dollar will be allowed to plunge 
downwards. The solution to the yen’s pro¬ 
blem is in Japan's own hands if only it will 
solve it the right way, which is to diversify 
its trade as well as investments. 


* An Essay by CHALAM, one of the earliest Radical Feminist writers 
of India. 

"Woman too has a body; it needs exercise She has a brain, it needs knovviedye 
She has a heart; it needs experience".—This has been the bas'C theme tfiat was 
repeatedly expressed affectionately, sincerely, forcefully and artistically m several 
of Chatam's stories, novels and essays. 

• ftiges; 3S. * Price-. Rs. 3.50 (Postage extra). 

for Copies 

ARUNA PUBLISHING HOUSE 
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INTERNATIONAL AFFAIRS 


Eurocentric Peace Movement 

GPD 


THERE would not be a single good liberal 
or a good 'leftist’ of any variety who would 
not think well of nuclear disarmament. 
There might even be a good number of con¬ 
servatives who would raise their hands in 
favour of ending the ‘deathwish’ of the 
Modern World. The European peace move¬ 
ments have been major spokespersons of this 
generally and universally shared wish. The 
Asians have been dying anyway either as a 
part of the starvation programme imposed 
upon them by late capitidism or by interne¬ 
cine wan they ate driven imo fighting among 
themselves. Ever since Hiroshima and 
Nagasaki the number of Asians and Afri¬ 
cans dead on the several battle grounds is 
frighteningly large Some kind of exter- 
minism, to borrow E P Thompson’s term, 
seems to have possessed the elites in these 
states. Of course, Thompson does not 
usually dwell much on the problems of an¬ 
nihilation and destruction in the Asian land 
mass. One has always wondered why the 
peace movements in Europe ignore the 
continuing Asian tragedy and some of 
the theoreticians like E P Thompson see 
Washington and Moscow locked imo a tenth 
waltz to Armageddon—with each side aping 
and feeding upon the other in a mad exter- 
minist derby. These arguments are interest¬ 
ing, clever and for that reason intriguing. 
The economic and ideological systems have 
lost all relevance to today’s world according 
to Thompson. It is only a question of “the 
avarice of private capital”, 1 e^ the American 
institutions, or “communistic patriotic state 
propaganda”. The difference is not very teal 
because for Thompson Soviet exterminism 
miqr be “less aggressive and invasive” than 
Washington’s, but is more “ideological and 
bureaucratic”. 

One did not know that being ‘ideological’ 
tras undesirable. One did not also know that 
it did not matter if the Soviet Union was a 
worker’s state (may be degenerate) whereas 
the United States was the citadel of world 
capitalism. Criticism of the Soviet Union 
and its policies and ideology is indeed 
legitimate and has to be undertaken. But to 
equate it with the US is to get your own 
ideology wrong. There is a large section of 
the peace movement which thrives on this 
^uation and the confusion that it spreads 
in establishing that equation. It is difficult 
to see that equation clearly in Asia, in 
spite of Afghanistan. Literally millions of 
Asians have been killed by the US and 
US-support^ regimes, it would be impossi¬ 
ble to establish even a remotely comparable 
figure for the Soviet Union. The number 
would be even larger for the US and the Wat 
if we take into account the number of Asians 
killed or maimed by the multinationals, the 
poisonous gases they release or the drugs 


they feed us. Why can’t these Europeans see 
these differences? 

They don’t because these people are Eiuo- 
centria Their concerns are European. A 
good exhmple of this is provided by the lead 
story of the END Journal, the mouthpiece 
of the European Nuclear Disarmament 
movement of which E P Thompson is the 
president. In its December 1986-January 
1987 issue, it carried a lead story on ‘Czech 
opposition’ to ‘music and writing’. The issue 
opens with a story on ‘Jazz Section suppress- 
The Czechoslovak communist party has 
apparently done what it should not. It can¬ 
not see what the so-called ‘Jazz Section’ (a 
group with a membership of seven thousand) 
sees clear. The END Journal has published 
the ‘statement of prindple* distributed by the 
Jazz Section at the World Assembly for 
Peace.and Life against Nuclear War held in 
Prague in 1983. In that statement the Jazz 
Section has declaimed that the members of 
the group “consider music as a universal 
language, as a way to mutual understanding 
both between people and nations” Evidently 
the Czechoslovak communist party has no 
good reason to oppose the formulation 
unless, of course, it were to take the Indian 
metaphysical view of art as an enterprise 
essentially for the self (antahsukhaya)l It 
was Stalin who attributed to and saw in art 
a capability of achieving political wonders, 
national and ideological. The Jazz Section 
now thinks that art and culture can achieve 
universal understanding and even disarma¬ 
ment! The END Journal finds such gran¬ 
diloquent formulations about what art and 
culture can do worthy of recommendation 
to its traders mainly because the stupid 
bureaucrats of the CCP find the Jazzova 
Sekee a frightening nuisance. It is the 
Stalinist legacy that makes the Sekee see in 
music miraculous powers and the Czech 
communist party see in the Sekee a move¬ 
ment worthy of restriction and control. Tb 
be critical of official communism, is one 
thing and to do the job of Radio Free 
Europe another. E P Thompson and the 
END Journal ate doing the latter. 

W; are not great admirers of the East 
European system. So attacks on the bureau¬ 
cratic misdeeds emanating from socialist 
Europe do not worry us. What worries us 
is this concern for Europe. Read the END 
Journal December 198b-January 1987 issue 
and you will know that the world for such 
European peace-people is a small world of 
Europe, a world of the while man. There is 
a famous Chinese saying that in a world 
bound by the four oceans all are brothers. 
(Pearl Buck translated it wrongly as all men 
are brothers.) For the Confiician mandarim , 
honest as they werev the world was equivaleiit 
to the world known to Chinese civilisation. 


For the sections of the peace movement and 
people like E P Thompson the world is 
Europe; except that they do not say it. TtiCy 
speak in the name of humanity. Psrhaps the 
epoch of imperialism has made the Euro¬ 
pean Intellectual unaware of the world 
beyond Europe. That is the world to be 
dominated, killed and maimed but not to 
be considered. That is the reason why the 
fact that the Soviet Union appears a dif¬ 
ferent power—distinct from the United 
States—to most Asians seems so irrelevant 
to these commentators. Mao Zedong and 
Ho Chiminh found even Stalin’s Russia 
different than what the E P Thompsons' and 
the END Journals of the world do. They 
represented an inlfinitely larger section of 
humanity than the small East European 
states da But that is scarcely their concern. 
One almost begins to suspect that the 
problems of jazz in Prague appear greater 
to the END Journal than the problems of 
people killed in the gas tragedy in Bhopal 
because the latter were coloured people. I'he 
Bhopal victims are just an example. Nicara¬ 
gua and El Salvadore would be other ex 
amples. In fact there is no dearth of c.x- 
amples. But the white man’s right to music 
is more important, more relevant to world 
peace than a yellow or a brown or a black 
man’s right to life. This is what the anti- 
marxist and anti-communist Sekee of the 
peace movement finally leads us. 


Rodal Circaprint Electronics 

RODAL CIRCAPRINT ELECTRONICS is 
setting up a project to manufacture 20,000 
sq m per annum of professional grade 
printed circuit boards (PCBs) at Kundaim 
Industrial Estate, a notified backward area 
under category ‘A’ in Goa. PCBs being the 
components onto which other electronic 
components are assembled form the core of 
any electronic equipmrat. They have wide 
applications in telecommunications, space 
and defence, process control and instrumen¬ 
tation, industrial automation and control 
equipment, testing and measuring equip¬ 
ment, computers, medical equipment and 
various other industries using electronics. 
Trial runs at the plant are expected to begin 
by the end of April, 1987 and commercial 
production will commence soon thereafter. 
The company has been promoted by Nav- 
sari Cotton and Silk Mills in association 
with Naozer J Aga (managing director). The 
company is making a public issue of 4.80 
lakh equity shares of Rs 10 each at par on 
February 10. Clrcaprint Holdings of the UK 
is providing technical know-how and is also 
participating in the project with a contribu¬ 
tion of 26 per cent in the equity capital of 
the company. The issue is being managed 
Union ^k of India and V B Desai Finan¬ 
cial Services. 
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NUCLEAR NOTEBOOK 


E P Thompson's Clones 

Praful Bidwai 


GOING by some recent developments, it 
should be evident that we are witnessing the 
tmiergence of a new tendency in the country 
which is deeply concerned about global 
nuclear disarmament, but which, curiously 
enough, is virtually silent on the critical issue 
of South Asia’s steady march towards 
nuclearisation and the imperative need, 
within a perspective for peace, to halt it. 

The tendency is by no means fully crystal¬ 
lised or well-organised on a national scale. 
However, its clearest articulation is to be 
found in two recently constituted initiatives 
in Bombay and Nesy Delhi. In Bombay last 
December, a number of individuals, mainly 
from the left or sympathetic to the com¬ 
munist parties, launched a public awareness 
campaign just as the UN international Year 
of Peace was drawing to a close. Besides a 
signature campaign centred on an appeal to 
Reagan, Gorbachov and heads of South 
Asian governments, the International Peace 
Year Committee (IPYC) organised a number 
of events, including an artists’ workshop and 
a cultural festival on peace, and most im¬ 
portantly, a demonstration on December 13, 
at which people formed a human chain bet¬ 
ween Bombay VT and Hutatma C'howk by 
holding hands. 

More recently, in January, members of the 
SiKiat Scientist Study Gioup (SSSG) in 
Delhi entered into a polemical exchange with 
L P Thompson, a leading figure in Europe’s 
independent peace movement, then on a 
brief visit to this country. The nature o." the 
exchange, itself provoked by an article by 
C Raja Mohan in the September 1986 issue 
of Man and Development, reveals in clear 
terms the dominant orientation towards dis¬ 
armament prevalent in groups like the SSSG 
and the Delhi Science Forum, some of whose 
leading members are close to the CPI(M). 

It is significant (but not purely coinciden¬ 
tal, given some common political links 
between leading members of the two groups) 
that the same orientation is reflected in the 
IPYC’s'positions too. Put crudely, this can 
b,e broken down into the following proposi¬ 
tions. First, the threat of nuclear war is the 
greatest danger facing humanity today; 
nuclear disarmament must be the first item 
on the global agenda. Second, it is the 
United States lather than the Soviet Union 
which is responsible for the nuclear arms 
race which has brought the world to the 
brink of a holocaust. Third, the overarching 
global nature of the nuclear threat supplants 
and to some extent renders irrelevant its 
purely regional dimensions. Fourth, given 
the international ramifications of the super¬ 
powers’ nuclear activities, it is diificuit, if 
not impossible, to achieve partial or total 
nuclear .disarmament on a regional scale; 
nuclear weapons are everywhere and must 


be eliminated globally. Fifth, asymmetry 
between the major powers and the rest is 
built into the very structure of the post-war 
world and cannot be altered by regional 
initiatives; the proposition is true, in par¬ 
ticular, of South Asia. And, finally, the 
demand for a nuclear weapons-free ^one 
(NWFZ) in a region must be linked to larger 
perspectives and demands for the elimina¬ 
tion of superpower bases and other kinds 
of influence from the region; NWFZs have 
no autonomous justification. 

Ergo, the priorities for the peace move¬ 
ment in India are that it should stress the 
urgent need for global nuclear disarmament, 
support the recent Soviet initiatives favour¬ 
ing peace and demand that the US dismantle 
its bases on Diego Garcia and build none 
in Pakistan. Indeed, on this view, it is more 
important for the Indian anti-nuclear and 
peace movement to do all this than to place 
iis emphasis on a campaign against a South 
Asian nuclear arms race, in particular, 
against the efforts now under way in India 
and Pakistan to acquire a nuclear weapons 
capability or small nuclear arsenals. 

It IS thus unsiii prising that in its appeal, 
the IPYC makes five demands upon presi¬ 
dent Reagan, three upon general secretary 
Gorbachov and only one upon the heads ol 
governments ol the Indian sub-continent; 
“to declare the Indian Ocean and the Indian 
sub-continent as a zone of peace free of 
nuclear weapons and all kinds of military 
bases of the nuclear powers’’. 

A similar emphasis is to be found in the 
arguments advanced by the SSSG-DSF 
grouping in Delhi, although these are far 
from homogeneous in content or level of 
articulation. However, it is not as if the 
explicitly stated positions of the Delhi and 
Bombay sub-cut rents were identical. There 
are substantial differences. For instance, 
while the IPYC at least talks about a 
“zone. ..free of nuclear weapons”. Raja 
Mohan has, in the manner characteristic of 
the hawkish IDSA (Institute for Defence 
Studies and Analyses) line, tended to dismiss 
NW'F/s as an unviable, romantic and 
unrealistic concept which cannot possibly 
represent a step in the direction of nuclear 
disarmament. (The IDSA director, K Subrah- 
maniam, in fact, recently stated that he 
would prefer dying in a nuclear attack to 
promoting the kind of nuclear free zones 
that the peace movement in Europe wants.) 

Or to fake another example, the IPYC 
appeal recognises the CND (Campaign for 
Nuclear Disarmament, Britain) and END 
(European Nuclear Disarmament) as “peace 
organisations” along with the WPC (the 
generally pro-Soviet World Peace Council). 
By contrast. Raja Mohan, in his paper cited 
earlier, pours venom upon the independent 


peace movement (allied to neither power 
bloc) in Europe and elsewhere—after distor¬ 
ting its arguments and misreading its main 
contentions: “If the zones of peace.take the 
attitude 'plague on both your houses’ [which 
can hardly be the inspiration behind a peace 
movement with a mass base—PB], and 
blame the two sides without distinction 
[which is not generally done—PB), the peace 
movement could easily get derailed!’ Accor 
ding to Raja Mohan this has in some sense 
already happened to the European peace 
movement, marked as it is now by “eclec¬ 
ticism, confusion and biases.. couched in 
ladical rhetoric”. Among its biases are 
“Eurocentrism” and its tendency of "oscilla- 
iion between nuclear disarmament and sup¬ 
port to the Samizdat in the Soviet Union and 
Eastern liurope”. 

Fot him, there is also a trend in the Indian 
peace movement which is “radical chic”. 
“The ideologues of this trend draw inspira¬ 
tion from the iccciit peace movements in 
F.urope... If there are many in our coun¬ 
try who look towards Time, Newsweek and 
Reader's Digest for all the revealed wisdom, 
the radical chic reguigitatcs the analyses and 
slogans of the Euroleft and its radical fringe!’ 

According to Raja Mohan: “A genuine 
peace movement in India needs a little more 
than the cloning of E P Thompson and an 
overdeveloped sensibility to the most recent 
intellectual fashion in westcin Europe!’ 

It is not apparent that the IPYC shares 
these prejudices or favouts Mohan's vitu¬ 
perative style. But such differences apart, it 
is plain that the positions and orientations 
of the SSSG and the IPYC in the main hold 
and fuse together. More important, it is 
equally clear that they do not offer a 
coherent perspective or platform on which 
the foundation of a grass roots peace and 
anti-nuclear campaign can be built in India. 
The Indian peace movement must start with 
a clear perception of itself both as a com¬ 
ponent of the larger international peace and 
anti-nuclear weapons movement, and as a 
campaign that recognises some specific tasks 
as its responsibilities in the South Asian and, 
in particular, Indian context. 

If it is to be effective, it cannot possibly 
confuse the general task of educating the 
Indian public on the dangers of the overkill 
capacity in the world’s nuclear arsenals or 
the prospect of a nuclear winter, with the 
specific campaign against an Indian (and 
Pakistani) bomb. If it is to have any sem¬ 
blance of independence and non-alignment, 
it cannot possibly stait by rejecting the pro¬ 
position that both the US and the USSR, 
bound by a relationship of reciprocity 
(although not symmetry or identity of 
response), are tcsponsible for the global 
nuclear arms race—notwithstanding the fact 
that it is perfectly valid, indeed, necessary, 
to in.ikc a distinction in the proportion of 
the blame that attaches to each of the super¬ 
powers. Nor can it hold that the inter- 
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national constellation of forces, with its 
geopolitical consequences for South Asia, 
subsumes and renders ineffective or redun¬ 
dant ail the features specific to this region. 

One fundamental premise of any genuine 
nuclear disarmament movement is that all 
nuclear arms are—irrespective of all cir¬ 
cumstances, and of who makes them or 
where they are deployed or threatened to be 
deployed—weapons of mass annihilation 
which cannot be ‘allowed to- become the 
legitimate currency of powe^ or instruments 
of slate policy. Thus, any initiative to pre¬ 
vent their vertical or horizontal proliferation 
must be welcomed as positive, however in¬ 
adequate it might be from the point of view 
of eliminating them altogether globally- 
provided of course that it does legitimise, 
them by me back door as does the NPT. The 
very nature of nuclear arms—deriving from 
the fact that they can never be weapons of 
defence and are weapons against which no 
defence is possible—necessitates a qualita¬ 
tively diffcient approach to them. Unlike 
eonventional arms (which can in some cir¬ 
cumstances have a defeasive dimension) they 
can never be legitimi.scd except at the risk 
of a thermonuclear holocaust. 

It follows that the partial elimination of 
nuclear weapons from a region must general¬ 
ly and unconditionally be considered a 
welcome move. That is the whole rationale 
of the concept of nuclear weapons-frcc 
zones—regional arrangements to prevent the 
development, manufactuie, use or threat of 
use of nuclear weapons and transportation 
of nuclear arms carrying vessels. Besides 
being positive steps towards global nuclear 
disarmament, NWFZs can provide a clear 
focus aiound w hich peace campaigners can 
work to build public awareness about the im¬ 
mediate local threat from nuclear arms, 
generate pressures on governments to elimi¬ 
nate them and eteate a moral-political 
climate conducive to disarmament and 
peace. The demand for an NWFZ in any 
region, in particular South Asia, stands in¬ 
dependently, by itself, as a positive, albeit• 
partial, perspective. This writer has argued 
earlier (Seminar, 324, August 1986, pp 
27-33), that a South Asian NWFZ represents 
the most desirable and yet the most realistic 
way of preventing a nuclear arms race bet¬ 
ween India and Pakistan and enhancing 
security in the region; indeed it may be the 
only barrier that could prevent the sub¬ 
continent’s descent into the nuclear abyss 
(also sec Achin Vanaik, liPW, December 13, 
1986). 

Given the frantic preparations under way 
to acquire or stockpile mote and morq 
weapons-grade fi.ssile material in both coun¬ 
tries, the ‘action reaction’ pattern of their 
responses to disclosures about their efforts, 
and the domestic pressures and compulsions 
to w hich both governments are subject, it is 
difficult to see a more effective or mutually 
acceptable way of averting an ever-escalating 
nuclear arms race. Seen in this perspective, 
a South Asian NWFZ has an independent 
jiiMification and deserves unconditional sup¬ 


port. Indeed, it must become the principal 
plank of a nuclear disarmament campaign 
in this country. It would be the height of 
irresponsibility for it to fudge the issue, 

That is exactly what the IPYC orientetion 
seeks to do. On the contrary, it ties the 
demand for a South Asian NWFZ with the 
perspective for the Indian Ocean becoming 
a zone of peace and for the nuclear powers’ 
bases being removed from the sub-continent. 
In other words, the prevention o^ a nuclear 
arms race between India and Pakistan is not 
seen as a positive goal in itself but as con¬ 
ditional upon the US withdrawing from 
Diego Garcia, upon Sri Lanka keeping 
nuclear arms-carrying US ships out of TKn- 
comaiee and Pakistan refusing to let the 
Americans use its bases. It cannot be any¬ 
one’s argument that the last three objectives 
are not desirable They certainly air, but they 
cannot be a precondition for the creation of 
a South Asian NWFZ—-no more than the 
demand, say, for, a complete Soviet pullout 
from Afghanistan or for the full restoration 
of parliamentary democracy in Pakistan, or 
for that matter, a socialist revolution in the 
sub-continent which would be highly 
desirable too. 

The argument for this proposition is not 
merely that there is no intrinsic, logical con¬ 
nection between these demands and that for 
an NWFZ, but more importantly, that a 
campaign or an agitational movement that 
seeks to acquire a grass roots character simp¬ 
ly cannot afford to confuse what it can do 
directly to pressure its own government with 
what may be indirectly Achieved through in¬ 
ternational pressure or campaigns in another 
country (where it has no leverage). It is thus 
absurd to make an NWFZ (for which it i.s 
possible and necessary for an Indian peace 
group to Fight) wait upon a US pull-out from 
Diego Garcia. 

This distinction Is not an academic one. 
Indeed, from the practical poiht of view, it 
is vital. A grass roots movement, or what 
hopes to become one, is distinguished by 
clear goals, an unambiguous platform and 
an ability to identify and work on levers of 
action that are within its own domain and 
ambit of effectivity. A general educational 
or propaganda effort, by contrast, is directed 
at achieving something else, something far 
more diffuse. It can afford not to deal with 
the realm of real, practical options; it can 
choose to concentrate on what is desirable, 
even if it is not practically achievable through 
efforts that it can itself generate or over 
which it has actual or potential control. 

The IPYC perspective thus fails to furnish 
a basis for a genuine nuclear disarmament 
campaign. But that is not its sole deficiency, 
Its fatal flaw lies in its lack of emphasis on 
the urgent need to generate public pressure 
to prevent a South Asian nuclear arms 
race—the most immediate and critical task 
confronting those in this country who are 
concerned about peace and disarmament. 

The IPYC has chosen to duck the issue. 
In some respects, its Delhi counterpart, the 
SSSO-DSF, fares even worse: some of its 


proponents refuse to recognise the issue as 
one that has an autonomous existence from 
the global nuclear race; and its prb-IDSA 
hardliners even see any attempt at a rational 
discussion of it as a way of ’cloning 
E P Thompson’, and diverting attention 
from the ordained task of polemicislng 
against the US and its presumed allies in 
the shape of non-aligned ‘Eurocentric’ 
peaceniks. 

The priorities of this tendency clearly lie 
more in the direction of attacking the peace 
movement rather than in developing a criti¬ 
que of the government of India’s nuclear' 
policies, its active pursuit of the weapons op¬ 
tion till 1974 and its subsequent refusal 
to close it. The tendency obsessed with 
demonstrating thar Pakistan, a US sur¬ 
rogate, is close to acquiring or has acquired 
a nuclear weapons capability. It is not con¬ 
cerned with eliciting a rational response 
from New Delhi or in exposing the many in- 
consistancies in its policy. Hatting the South 
Asian nuclear arms race is most a priority 
for it. 

it is difficult to say how this tendency will 
•shape in the near future. But it is plain ihai 
it will have less and less to do with a genuine 
nuclear disarmament campaign, focused on 
South Asia as well as on the rest of the 
world, as this gets under way. One can onls 
hope that it will fail in future to induence 
the leadership of the CPI(M) and other left- 
wing forces—just as it has, mercifully, done 
in the past. 

At any rate, one thing can be said con¬ 
fidently; most Indians, at least/those who 
are serious about nuclear dfsarmament, 
would, if forced to choo.se, prefer to 
be E P Thompson’s clones to being 
K Subrahmaniam's. 


MACRO THEORY OF PRODUC¬ 
TION, VALUE ft DISTRIBUTION by 

Dr S Kishan Rao, Prof, of Economics, 
Osmania University, Hyderabad 
with a forevzord by Prof P R Brah- 
mananda, Bombay University. 

Contents: Classical, ■ Neoclassical 
and Post-Keynesian Approaches- 
Ricardo,' Marx, Sraffa, Neumann, 
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Robinson, Kaldor, Pasinetti; Techni¬ 
cal Progress, Post-Keynesian Theo¬ 
ries of Distribution including Kalecki 
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REPORTS 


NEW DELHI 

Exit the Gracious Ruler 

BM 


THE last fortnight in New Delhi has been 
full of excitement. The prime minister went 
completely berserk and his stock in political 
circles, including his own party, the press and 
public has touched an all-time low. Laboured 
attempts are, of course, already under way 
to revarnish his popular image of a gracious 
and composed leader. But it will take some 
doing. 

There has been for quite some time a lot 
of hush hush talk about the prime minister’s 
churlish behaviour in his working relations 
with his ministerial colleagues and senior 
government officials, his inaccessibility to 
patty men, his being cocooned with a few 
friends and surrounded by sycophants and 
time-serving officials who might be currently 
hili favourites. But the reports about his 
boorish behaviour at a meeting of the con¬ 
sultative committee of MPs towards two 
secretaries of the government in the depart¬ 
ments of agriculture and rural development 
set the tongues wagging, loud and sharp, all 
round. But he went ahead and threw another 
brick, this time in public, by announcing the 
dismissal of the foreign secretary at his press 
conference where he did not distinguish 
himself for his responses to even the 
most accommodating questions of docile 
pressmen. 

The excitement over the prime minister's 
rude behaviour towards senior officials had 
not yet subsided when V P Singh was shifted 
from the finance ministry to the defence 
ministry. The backdrop for this change was 
provided by the widely publicised troop 
movements towards the country's western 
borders supposedly to checkmate the loom¬ 
ing military threat from Pakistan. It is 
remarkable, however, that few have been 
taken in by the crude build-up of massive 
military confrontation on the borders and 
see this as a plausible excuse for the change 
in the finance ministry. Both the troop 
movements and the change at the finance 
ministry have been attributed by many to 
narrow political-populist considerations or 
the pressure of domestic problems, among 
them the Punjab problem, which the prime 
minister does not seem to know and indeed 
does not care to know how to grapple with. 
The removal of V P Singh from finance is 
also widely attributed to the pressure of the 
business lobby which is believed to be 
unhappy with tax raids. The prime minister 
has been persuaded to mollify this lobby by 
giving marching orders to V P Singh. This 
in itself is a revealing commentary on the 
much-advertised ‘Mr Clean' image of the 
prime minister which has so qui^iy lost its 
lustre in thq public mind. 

Both the disminal of the fordgn scretary 


and the removal of V P Singh from finance, 
however, bring into the open some basic 
issues of public concern which are of far 
greater significance than merely the style of 
functioning of the youthful and inexperien¬ 
ced prime minister which has lately Income 
the subject of much comment and criticism. 
The foreign secretary is said to have been 
dismissed, according to the apologists of the 
prime minister and his establishment, 
because he exceeded his brief during his 
recent visits to Pakistan and the US. The 
prime minister is said to have been parti¬ 
cularly annoyed because the foreign secre¬ 
tary during his visit to Pakistan affirmed 
publicly that the prime minister would visit 
Pakistan in his capacity as SARC chairman 
as had been announced on more than one 
occasion during the SARC summit at 
Bangalore—an announcement which stood 
uncontradicted or unqualified by any one on 
the Indian side, including by the prime 
minister. It is alleged, however, that the 
prime minister has no intention of visiting 
Pakistan as matters stand at present in 
India’s strained relations with that country 
which have been only dramatised by the 
military movements on the Indo-Pakistan 
borders. 

It is not, however, the merits of the prime 
minister’s visit to Paki.stan that are at issue. 
It may be wise or not so wise for the prime 
minister to visit Pakistan. The question is 
whether the foreign secretary had wilfully 
transgressed the so-called ‘brief during his 
visit to Pakistan. It would be a serious 
matter if he had done so. But the fact of the 
matter is that there was no brief for the 
foreign secretary to deny or evade the 
promise of the prime minister made to the 
prime minister of Pakistan that he would 
visit Pakistan in his capacity as the chairman 
of SARC which the latter had publicly 
announced at Bangalore during the SARC 
summit. It has been said that the external 
affairs ministry even brought this matter 
formally to the notice of the prime minister 
for clarification and elaboratioh. But the 
prime minister’s office did not respond in 
a definitive manner to the query and left the 
matter hanging in the air as the prime 
minister had himself done at Bangalore. The 
foreign secretary, therefore, had to go by 
nothing except the public announcement 
about the prime minister's proposed visit to 
Pakistan in his capacity as SARC chairman. 

It may well be argued that it is a case of 
lack of failure of communication between 
the prime minister's office and the external 
affairs ministry. This may well be so but this 
only emphasises that the prime minister 
grossly exceeded his authority when he 


publicly dismissed the foreign secretary on 
this count. But it is not merely the lack or 
failure of communication which is in ques¬ 
tion here. The problem has assumed some¬ 
what wider and even sinister proportions in 
the context of the much applauded and 
widely advertised 'personal diplomacy’ and 
‘personal contacts and rapport’ of the prime 
minister with world leaders which is sup¬ 
posed to have been so effective. The fact of 
the matter is that as part of the general drive 
for the destruction of the institutional 
framework of the government, indeed of the 
state,'and the bid of the prime minister to 
strut about as the repository of all power and 
the final arbiter who stands outside and 
above the institutional framework of the 
government, the prime minister is striving 
to be above ail public accountability. 

It is noteworthy in this context that as part 
of his personal diplomacy and private rap¬ 
port with leaders of other countries, the 
sound practice of keeping* a record of what 
transpires during the exclusive discussions 
that the prime minister has with foreign 
leaders has been discarded. What promises 
he makes or receives and what commitments 
he undertakes, therefore, remain his private 
knowledge, which is destructive of all public 
responsibility and accountability. This is a 
situation full of pitfalls and perils in any 
system of democratic functioning. In the 
spa'ific case of the alleged trangression of 
the ‘brief by the foreign secretary, a brief 
which did not exist, the question to be asked 
is the nature and range of the •private’ 
parleys that the prime minister of India had 
with the prime minister of Pakistan of which 
no record was kept by the Indian side. How 
is it that the public announcement by the 
prime minister of Pakistan immediately after 
those parleys about the Indian prime 
minister’s visit to Pakistan in his capacity 
as SARC chairman was not contradicted, 
not even qualified by any one from the 
Indian side? 

It is not the foreign secretary alone who 
has been made the victim of the prime 
minister’s ‘private’ diplomacy whh the 
Pakistan leader. It is also said that another 
reason why the foreign secretary earned the 
displeasure of the prime minister was his 
.statement during his visit to the US about 
‘American mercenaries’ in Sri Lanka which 
is supposed to have annoyed the US admini¬ 
stration and this annoyance was presumably 
conveyed to the prime minister directly and 
put the foreign secretary out of favour with 
the prime minister. On an earlier occasion, 
B R Bhagat was removed as the external 
affairs minister in the midst of reports that 
he had exceeded his ‘brief in dealing with 
the Libyan crisis arising out of the military 
action of the US. Bhagat was said to have 
been too forthright in his condemnation of 
the US, privately and in public, which 
annoyed the US administration and cost him 
his job. The sinister implications of ‘private 
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diplomacy* and 'personal rapport’ have 
indeed been unfolding every now and then. 
But their ramifications may be far wider 
than are as yet visible to the nublic. They 
may pose dangers in future which, given the 
lack of information and increasingly tight 
secrecy and security, cannot as yet be 
estimated. 

Coming to the removal of V P Singh trom 
the finance ministry, this too is quite intrigu¬ 
ing. What impelled the prime minister and 
what influences worked on him in taking this 
action are shrouded in mystery. There had 
been speculation for sometime about 

V P Singh’s continued stay at the finance 
ministry because the prime minister was said 
to be u.ihappy about raids by tax authorities 
on business houses. But the problems that 

V P Singh at the finance ministry posed 
appear, in fact, to have been of a different 
nature than raids on business houses. 
Business interests, after some strident com¬ 
plaints against raids initially, have very well 
adjusted themselves to ‘selective’ raids in a 
regime of general and wide-ranging amnes¬ 
ties for tax dodgers and economic offenders, 
c.spccially given the larger cemtext of ‘reason¬ 
able’ tax rates, ‘relaxation’ of economic con¬ 
trols and ‘enlarged’ role for the private sector 
in the economic growth process. Business 
interests had indeed become quite com¬ 
fortable with V P Singh at the finance 
ministry. He was, after all, far more reason¬ 
able, predictable and easy to deal with, 
unlike some of the shifty birds in other 
economic ministries. 

It would appear that V P Singh had to be 
shifted from finance because he was found 
either unwilling or unable to subserve with¬ 
out question or reservation the conflicting 
objectives, socio-economic and political- 
strategic, such as the prime minister, in the 
wake of a heady electoral triumph, has 
cavalterly and often mindlessly set for 
himself and the government. The prime 
minister obviously expects the finance 
minister to respond without raising even the 
slightest objection to the demands of 
security, internal and external, as well as 
high-tech modernisation and consumcrist 
cravings of the upper classes. He expects him 
to find resources in domestic currency and 
foreign exchange for satisfying these 
different demands when in fact the resource 
crunch has become severe and the balance 
of payments position critical. Side by side, 
avenues for mobilisation of additional 
resources have been made narrower and 
narrower, even blocked, for political- 
ideological reasons. The rich must not be 
taxed. Borrowings in the domestic market 
as well as abroad have to be on attractive 
commercial rales of interest. Administered 
prices of inputs and articles of mass con¬ 
sumption may be raised, but items of elitist 
interest must not be subject to stiff taxation, 
^uch is the credo of tiscai policy under the 
present political dispensation. 

V P Singh had been of late showing con¬ 
cern over the resource stringency induced 


partly by the elitist Hscal policy and partly 
by diversion of available resources for private 
investment. He was very much worried 
about the unchecked growth of government 
e.\penditure. The financial projections he 
presented to the last session of parliament 
and his call for an open debate on the pro¬ 
blems of resource mobilisation and deploy¬ 
ment were probably his way of conveying his 
concern on these counts. But the prime 
minister in his characteristically playboy 
style dismissed the warning about ’’red 
signals blinking" by V P Singh as not worthy 
of any notice. In the prime minister’s reckon¬ 
ing resources are no problem at all. The idea 
of zero-budgeting which V P Singh was 
toying with in the framing of the budget for 
the coming year in order to impose some 
discipline on the expenditure of the govern¬ 
ment could not have made him very popular 
with the spending ministries. He was also 
toying with the idea of creating a new com¬ 
mission which would be an institution with 
power and authority for bridling government 
expenditure which is tending to be grossly 
out of step with revenues available and in 
sight. He talked with considerable concern 
and feeling, as he approached closer to the 
framing of the budget for 1987-88, about the 
spending spree of government departments 
and functionaries for winning cheap popuia- 
rity or cornering personal gains, financial 
and political. He must not have made 
himself very popular with the high-spenders 
enjoying high patronage in the government 
and with the prime minister himself who is 
so enthusiastically taken up with distributing 
large financial packages as personal gifts in 
order to garner narrow populist, electoral 
gains. 

It is significant that while V P Singii was 
responsive to expert warnings against 
excessive deficit financing and his financial 
projections for next year aimed at keeping 
the budgetary deficit within manageable 
limits, I. K .lha has been publicly advocating 
deficit financing as a ready tool for finding 
resources to meet the growing expenditure 
demands of the government. The prime 
minister is said to be more impressed by 
L K Jha’s advice than the caution which 

V P Singh was trying to observe in the 
management of government finances. 

V P Singh also took a relatively cautious 
view of credit-financed liberal imports. He 
tried in his own way to bridge the widening 
trade gap and relieve pressure on the balance 
of payments position. He would prefer, he 
often declared, to give up the policy of 
import liberalisation if this became 
necessary to safeguard self-reliance and 
prevent a drift into a foreign debt trap. He 
advocated restraint to be observed in com¬ 
mercial borrowing from abroad. 

V P Singh had, therefore, to be sent out 
of finance if the economic liberalisation 
policy, import liberalisation included, had 
to come into full play. Rajiv Gandhi is 
known not to brook any obstruction to high- 
tech modernisation by import of the latest 


technology and foreign investment. A con¬ 
venient moment was thus found to shift him 
to defence. Whether V P Singh has been 
demoted or promoted remains a moot ques¬ 
tion. But it is quite remarkable that Rajiv 
Gandhi had to manoeuvre and throw up a 
smokescreen for his latest cabinet mini¬ 
reshuffle. The prime minister found it 
necessary to stage what would appear to 
be a major military confrontation with 
Pakistan as a backdrop for this reshuffle. It 
only shews that even the all-powerful, 
charismatic prime minister and his aides, 
many of them faceless, found it difficult to 
make the change in a routine manner by the 
exercise of the prime minister’s unbridled 
prerogative. The prime minister’s options 
would appear to be narrowing and he no 
longer feels totally free to indulge his whims 
and fancies as the head of the government. 
The point is not that he has to manoeuvre 
but that he is ready and willing to create 
dangerous alibis for his handling of public 
affairs. 

flic misgivings over the shifting of 
V P Singh from finance, the furore over the 
public dismissal of the foreign secretary and 
the berating of senior secretaries in the 
agriculture and rural development ministry 
do not spotlight merely lack of experience 
in politics or administration. In many circles, 
including those who have till recently been 
ardent admirers of the .prime minister and 
arc even now striving to get on the band¬ 
wagon, there is also a feeling that the young 
prime minister is beginning to suffer from 
a sense of frustration and is losiitg his 
bearings. Hemmed in by forces and circum¬ 
stances he docs not know how to handle and 
finding his options narrowing at a fast pac*e, 
Rajiv Gandhi is tending to be strident in 
finding faults with all and sundry—cabinet 
ministers, party managers, administrators 
and experts. The fault-finding combined 
with the .strong suspicions and doubts which 
appear to rack him in his exalted position 
have turned Rajiv Gandhi in a short time 
into a political dignitary assailed by in¬ 
security and without friends. He seemed to 
believe after his stunning electoral victory 
two years ago that his personal authority in 
the country and personal contacts with the 
high and mighty in other countries would 
solve all problems in a jiffy. Such naive 
beliefs have received some hard knocks in 
the last two years which seem to have added 
to Rajiv Gandhi’s sense of insecurity, per¬ 
sonal and political. However, in his present 
mood and given his playboy style of func¬ 
tioning and his unwillingness or inability to 
observe any norm of public responsibility 
and accountability, serious dangers are 
surfacing in socio-economic and political 
management. Meanwhile, the influences at 
work on the prime minister and the channels 
through which they work have become more 
and more secretive. The question is being 
asked in many quarters whether the larger 
intmsts of the country are safe in the hands 
of the small coterie presided over by the 
prime minister. 
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Ground Water Depletion 

Niranjan Pant 


THE findings of a recent study by the 
Administrative Stkff College regarding 
depletion of ground water in the hard rock 
areas has caused a lot of flutter in the 
country. Questions were asked and concern 
was shown in parliament regarding the state 
of affairs. The study was conducted in Koiar 
district of Karnataka, Anampur of Andhra 
Pradesh and Amravati of Maharashtra. It 
found that in Koiar, the ground water table 
in 50 per cent of the observation wells had 
lower^ from 4.2 metres in 1976 to 8.1 metres 
in 1984. In Anantpur and Amravati, where 
the trends were fluctuating the level was less 
than 4.2 metres in 1975 and by 1985 it had 
gone down 6.95 metres. 

The experts in the Ground Water Investi¬ 
gation Organisation, UP and Central 
Ground Water Board (CGWB) arc not 
alarmed by the findings of the study and 
maintain that there is no decline in the water 
tabic at the regional and even at the basin 
level. No doubt certain pockets may have 
witnessed a lowering of the water table Even 
in Uttar Pradesth which forms part of the 
great reservoir of ground water, they main¬ 
tain, that only in certain pockets in the 
distiicts of Varanasi, Agra and Moradabad 
the ground water level has gone down. 
Further, in hard rock areas of the south, the 
availability of ground water is meagre com¬ 
pared to alluvial areas but even here the areas 
covered by Canal and tank commands do 
not generally exhibit any alarming depletion 
in the water table unless there is severe 
scarcity of rain-fall. The three districts, it is 
pointed out, have experienced low rain-fall 
for the last two to three years and have been 
passing through a drought situation. The 
problem of low rain-fall leading to less 
recharge is furthci accentuated on account 
of over exploitation of ground water because 
of the drought situation, thereby causing a 
further depletion in the water table. In Koiar 
district, it is mentioned, the deficit of rain¬ 
fall has been 70 per cent during the last five 
years. 

The Administrative Staff College study 
found that among the three districts ground 
water depletion in Anantpur was very 
serious. On the other hand, the data pro¬ 
vided in the July-September 1986 issue of 
the con's Journal by the Director, Ground 
Water Department, Andhra Pradesh showed 
that the net draft in Anantpur district, based 
OP calculations carried out on April 1,1983, 
was only 25.7 per cent of the utilisable 
ground water resources available for 
irrigation. 

The states of Maharashtra, Karnataka, 
Andhra Pradesh and Thmil Nadu have their 
ground water resources predominantly in 
rocky acquifers and ninety per cent of the 
geographical area of these four states is 
rocky. While the hilly topography of the 
Deccan plateau enhances the surface run-off 
of rain fall into streams and nullahs, hard 


rock impedes the infiltration process, thereby 
reducing ground water potential. This is 
amply demonstrated by ^e fact that while 
the annual surface run off in respect of the 
three principal river basins of Deccan 
plateau (Godavari, Krishna and Cauvery) is 
19.18 m ha m the annual ground water 
recharge is only to the tune of 7.19 m ha m. 

Leaving apart the question of regional 
variation in the availability of the ground 
water, the present estimates indicate that 
India's water resources are not bountiful for 
Indian agriculture under wholly irrigated 
conditions. As per the Second Irrigation 
Commission (1972), the ultimate irrigation 
poteniial that can be created in the country 
may prose adequate for about fifty per cent 
of the cultivated area. The Expert Working 
Group of the Indian Planning Commission 
(1977) was of the opinion that the ultimate 
ground water potential of India is suited for 
establishing 12 million dug-wells, 4 million 
private shallow tube-wells, 12 million elec¬ 
trical pumpsets, 5 million diesel pumpsets, 
and 60 thousand public deep tubewells. It 
is estimated that the likely achievement by 
the various modes of lift irrigation at the end 
of 6th Plan was as follosvs: dugweils 71.6 per 
cent, private shallow tubewells 84 per cent, 
electrical pumpsets 47.8 per cent, diesel 
pumpsets 67 per cent and public deep tube¬ 
wells 77 per cent. The achievement which is 
quite high in case of private shallow tube¬ 
wells and public deep tubewells is going to 
cross the set limit, if targets for the Seventh 
Plan are taken into consideration, by 0.78 
million in case of private shallow tubewells 
and by 11,200 m case of public deep 
tubewells. 

Although ground water expens may brus** 
aside the question of depletion of the ground 
water table by saying that there is nothing 
serious about it and the trend is confined 
to a few segmented pockets, the fact remains 
that the biggest sufferers of the tubeweil 
revolution in the Indo-Gangetic plains have 
been the small and marginal farmers. Such 
farmers, operating traditional water lifts in 
an area having tubewells, encounter serious 
problems when tubewells deplete their water 
level in the very short run. Such temporary 
reductions in the water tabie, which ate likely 
to occur at peak times of crops when tube¬ 
wells operate simultaneously, affea the crops 
under the command of traditional water lifts 
in a very adverse fashion. The problem is 
further accentuated in the absence of rain¬ 
fall. This raises the important issue of who 
actually benefits from the fast developing 
ground water resources? Not at leatest the 
small and marginal farmers of the eastern 
part of the Indo-Gangetic belt who in 1983 
numbered about 200 million and belonged 
to the group of the greatest concentration 
of rural misery in the world. These farmers 
with very small and fragmented holdings are 
doubly hit. On the one hand, traditional lift 


irrigation is proving to be of little assistance 
on account of rise in water table in many 
areas. On the other, the existing irrigation 
pumps are meant for them. The standard 
irrigation pumps are 5 horsepower and 
sometimes 3 horsepower. Between these 
relatively large pumps on the one hand and 
human or animal power on the other, thre 
remains a power gap. “The issue here is 
whether tens of millions of very small 
farmers can be provided with a scale and 
type of lift technology which will (It their 
land and other resources, or whether alter¬ 
natively there are feasible ways in which they 
can organise and combine to obtain and 
share large-scale pumps.” 

The over exploitation of ground water 
matched with the consistent deforestation is 
affecting rainfall in an adverse fashion. The 
adverse impact of deforestation on rainfall 
has been demonstrated by various studies, 
including those of WDM Warren and Keher- 
Homji. Less rainfall means that lesser water 
reaches the ground and due to absence of 
a protective cover of trees and theiy roots 
which can absorb the water, even lesser water 
is retained by it. Thus both directly and 
indirectly, by letting most of the rain water 
flow away immediately and in the process 
eroding soil instead of conserving it as well 
as by adversely affecting the rain fall pattern, 
deforestation depletes the ground water 
table. 

Unfortunately, this is taking place at a 
time when water is being lifted from the 
ground water reservoir more rapidly than 
ever before. The issue has been taken 
succinctly by the National Commission on 
Agriculture (1976) which says that “the 
present ground water development in the 
country is to a large extent uncontrolled. As 
a result there has been over pumping in 
several areas, creating serious problems. 
Overpumping results in permanent lowering 
of the ground water table The progressive 
depression of the water tabie leads to 
increasing pumping head, reduced discharge 
and high costs, making ground water utilisa¬ 
tion ultimately uneconomic. In a scramble 
for water, people go in for larger and deeper 
well bores or construct the tubewells and 
open wells closer than required. Fbr euunple; 
in Coimbatore district in Ihmil Nadu, where 
ground water is extracted from the rocky 
strata by constructing large open wells, with 
bore made to tap water from water bearing 
fissures and crevices, farmers have been 
vying with each othe, in deepening these 
wells in an attempt to draw more water to 
their wells. As soon as one well is so 
deepened, the neighbouring wells get 
affected and those in turn are deepened at 
considerable cost. In a situation like this the 
state must intervene and rationalise the 
extraction and distribution of the ground 
water. In the coastal areas over extraction of 
sweet water can lead to an irreversible intru¬ 
sion of saline water.” 

In these drcumstances, it is necessary that 
ground water, resources should be looked 
after with great care and not be allowed to 
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be unduly depleted. What is requited is to 
rqilenish these resources by adequate af- 
ftmstation and water conservation measures 
such as those adopted by a voluntary 
otsanisation, Gram Gaurav Pratisthan, in 
Puiandhar Ihluka of Pune district. At the 
same time; ground water organisations in all 
tiM states need to be reorganised and suitably 
strengthened in term of material and man¬ 
power resources so that they can monitor 
and regulate withdrawals of water from 
critical aones both from the point of view 
Of saturation and saline instrusion. 

The CGWB is at present maintaining a 
network of over 5,000 observation stations 
in the country which it feels is a grossly 
inadequate number. 1b obtain adequate data 
for evaluating the potential, about 20,000 
stations would have to be established. The 
target is proposed to be achieved by the eai ly 
ninties. During 1985-90,8,500 new stations 
are proposed to be added to this network. 
Proper monitoring followed by appropriate 
remedial measures can greatly relieve a 
worsening situation. This has been amply 


HOW far is the nexus between the medical 
profession and the pharmaceutical industry 
responsible for the prevalent drug situations 
in India? Are the recent glycerol tragedy 
(J J Hospital, Bombay) and such similar 
instances isolated incidents or do 'hey 
represent a deep rooted problem? Most 
doctors believe that they are untouched by 
the seductive ways of the pharmaceutical 
industry's marketing men, that they are un¬ 
influenced by the promotional propaganda. 
They firmly believe that they can enjoy 
company’s hospitality without prescribing its 
products. It is astonishing to see the extent 
to wlfich the profession consisting of educa¬ 
ted and elite of the society can practise such 
self deceit. No company gives away share¬ 
holder’s money in an act of generosity. 

The p’harmaceutical industry's sole motive 
for marketing the unsafe, dangerous drugs 
is profit. Aggressive marketing techniques 
and variety of questionable campaigns are 
used to promote unsafe drugs. The industry 
treats the marketing of the drugs just like 
that of a soap or shaving blade. Hie undue 
influence exerted by the industry over the 
medical profession assumes vital importance 
in the prevalent situation. 

In 1983 Fli Lilly end Co marketed a drug 
called Opren (benoxyprofen) as a new 
aiudgesic. 1$BC Iblevisioni Tanoram* 
gramme exposed the sinister, (cde ptwjfd 
the company in marketing th^^ragti/kiiiiMa- 
ranging body of evidence by 

the BBC which showed th^ cotsMna- 

tion of an unagntpuloui f^futnaceutical 
firip, feeble waipkiogs and gullible doaors 
hadbeen lesponsbie for the use of en unsafe 
and unnecessary drug resulting in the death 
M some patienu. The main point made by 


demonstrated by COWB’i Mehsaaa pilot 
project. In Mehsana, the alftiviaf area 
witnessed an unprecedented aploitation of 
ground water leading to severe decline in the 
wato' table (7 to 10 metres). It was subjected 
to detailed ground water resources monitor¬ 
ing work carried out over a prolonged period 
of more than two decades. Since 1981, 
additional recharge from the Dharoi Canal 
system, by way of canal seepage and recyded 
irrigation water as well as almost 10 per cent 
reduction in ground water draft within the 
canal command area, the water level is fast 
recovering leading to a 1 to S metre rise in 
the water table. 

An important aspect which needs to be 
looked into is some kind of regulation over 
aquifer development. At present, bank 
finance for ground water development is 
provided after certain stipulations, such as 
minimum spacing required to be maintained, 
etc. Such discipline should also be insisted 
on for development through private resour¬ 
ces. This is possible only if the state govern¬ 
ments introduce legislative measures. 


the BBC programme was that prevention of 
widespread prescription of a dangerous drug 
is the responsibility of medical profession 
and the profession’s defences were in¬ 
adequate in the face of carefully organised 
marketing onslaught. A few prominent 
doctors were extravagantly entertained and 
dubious clinical and experimental observa¬ 
tions were propagated in a way calculated 
to lend an air of scientific respectability. The 
company made a publicity campaign in the 
press to encourage the patients to press their 
doctors for treatment with the new drug. 
Commenting on the ’Opren Scandal’ The 
Lancet said “it seemed that- doctors were 
either unwilling to admit to powerful in¬ 
fluence of commercial pressure or un¬ 
conscious of it”. Some of the doctors who 
participated in the company-arranged 
seminar in Venice said that they would retain 
intellectual purity. Commenting on this The 
Lancet said “such belief may preserve self- 
respect, but it is a delusion”. The ‘Fanorama’ 
programme showed how large sums of 
money were paid to support academic 
departments in return for clinical studies 
supporting and recommending the drug, 
with implication that the tap might be 
turned off at anytime The validity of the 
company’s scientific data was questioned. 
The editor of the Side Effects of Drugs 
(Amsterdam) says he is obliged to maintain 
blacklist of authors whose data he can no 
longer use since their papers are edited in 
the promotional department of pharma¬ 
ceutical companies. In France, the govern¬ 
ment investigations in 1985 revved that the 
doctors have been accepting bonuses and 
other inducements offered by tiw companies 
manufacturing pacemakers in order to get 


doctors to specify and use their products^ 
However apart flrom such brazen and 
open promotional campaigns, the pharma¬ 
ceutical industry has been subtly influendng 
the medical profession by sponsoring 
medical conferences, research projects and 
continuing medical education programmes. 
As the role of the industry comes under 
suspicion, so its need for respectability 
becomes more desperate. In India many 
haurdous, useless products are being 
marketed. The promotional campaigns used 
by the pharmaceutical industry to market 
anabolic steroids brings out in the open the 
questionable tactics used by the industry. 
Anabolic steroids are synthetic derivatives 
of the male hormone testosterone This 
hormone is responsible for the male charac¬ 
teristics in the human beings. It also 
enhances the overall process of building up 
body tissues. However, this only happens if 
enough good food is available. The drug is 
used in very resistant cases of life-threatening 
anaemia to stimulate blood formation by the 
bone-marrow. Efflcacy of anabolic steroids 
for this purpose has not been proven beyond 
the shadow of reasonable doubt. The 
American Medical Association firmly con¬ 
demns their use saying that there is great risk 
of liver damage and interference with 
testicular functions. The British National 
Formulary states that “the use of anabolic 
steroids as tonics is quite unjustified”. This 
group of drugs has no proved role in the 
treatment of any prevalent disease in India. 

One of the main manufacturer of anabolic 
steroid is Organon, a subsidiary of the Dutch 
multinational company Akzo, the 77th 
largest company in the world. It sells this 
drug in 29 countries holding 40 per cent 
share of the market. The use of this & jg 
in children can cause premature closing of 
epiphyses, the joint tetween the growing 
ends of bones and the main part of the long 
bones. So the limbs eventually end up 
smaller than if the child had grown more 
slowly and more naturally. Organon has con¬ 
centrated its marketing efforts on the 
children’s market. Its promotional literature 
emphasises a raspberry flavoured syrup 
version of the drug ... “the spoonful of 
sugar that helps the medicine go down”. 
Because of their promotion of Orabolin for 
use among malnourished children in Bangla¬ 
desh in 1981, the company has been attacked 
in Holland by medi^ action groups who 
have taken up the matter with the Dutch 
government The drug is marketeid as a tonic 
for growth. The side effects mentioned on 
package inserts in western countries and in 
India are different. A Hexheimer Peniar, 
lecturer in clinical pharmacology, London 
and O Hansson. assistant professor of 
paediatrics neurology, Sweden have stated: 
“Tb promote this drug espedally to children 
of the third world is not only criminal but 
insane. The claim that this drug should be 
used “if your child tacks appetite is 
nonsense”. 

iNDUSTTRY-SPONSOiffiD SEMINARS 
The anabolic steroids of the Organon 
-braiid names are marheiiMi fat India by Infitr 
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(India) Ltd, This company has been spon¬ 
soring seminars on anabolic steroids in 
different cities. The Indian Medical Associa¬ 
tion (IMA) is co-sponsoring these seminars. 
In fact IMA’s secretary has informed the 
state branches of IMA to help Infar (India) 
Ltd to arrange these seminars. These 
seminars are held in five-star hotels and 
are accompanied by lunch/dinner. These 
seminars are being held as a part of con¬ 
tinual medical education programme of 
IMA’s college of general practitioners. The 
role of IMA in co-sponsoring such seminars 
needs to be critically examined. A recent 
editorial on Drug Policy in the IMA news 
bulletin exhorts the government to ban 
hazardous drugs from the market. However, 
under the garb of promoting continual 
medical education programme IMA is 
openly colluding with the company to 
promote a patently hazardous, dangerous 
product which has no proved efficacy or 
therapeutic benefit. It is pertinent to note 
that the RSVP address on the invitations of 
these seminars is that of Infar (India) Ltd. 

Are these seminars held to discuss scien¬ 
tific data regarding anabolic steroids, or to 
promote the dangerous products of the com¬ 
pany? Is IMA co-sponsoring these seminars 
for the free and frank exchange of the scien¬ 
tific views and data duridg these seminars? 
The facts and the ev idence points to the con¬ 
trary. On June IS one such seminar was held 
in Oberoi Towers hotel, Bombay. The invita¬ 
tions listed speakers from different specia¬ 
lities. The speakers were selected by the 
pharmaceutical company. One of these 
speakers was S S Vengsarkar. honorary pro- 
fes-sor of orthopaedic stirgery at L T N 
Medical College, Bombay. At the seminar 
an announcement was made by the vice- 
president of the IMA college of general 
practitioners who was organising the pro¬ 
gramme that Vengsarkar was held up with 
a serious patient and hence would not be 
attending the seminar. However, the real 
facts regarding Vengsarkar’s absence exposes 
the deceitful and obnoxious role of Infar 
(India) Ltd, and reveals the extent to which 
it can go to promote its hazardous products. 
Vengsarkar was invited to speak on ‘Role of 
Anabolics in Orthopaedics’ by the company. 
After going through the relevant medical 
journals and the literature, Vengsarkar came 
to the conclusion that anabolics has no role 
in orthopaedic surgery. He happened to 
mention this fact to the company executives. 
This was contrary to the purpose of the com¬ 
pany for arranging the seminar. So the com¬ 
pany expressed its regrets to Vengsarkar. The 
invitations for the seminar had already been 
sent by this time and could not be with¬ 
drawn. So the comptmy resorted to making 
an announcement at the seminar dirough the 
official IMA, which was a blatant lie. 

Differem consumer organisations in India 
have beer., for a long time demanding a ban 
on anaboSc steroids. Iliese groups have been 


collaborating with organisations like lOClJ, 
HAl in trying to create awareness amongst 
the medical profession and consumers regar¬ 
ding the dangers of these drugs. Perhaps the 
company felt that its marketing operations 
were likely to be affected by these efforts! 
The company has even resorted to even 
spying on the consumer organisations. It is 
very revealing to .see how companies like 
Infar (India) Ltd, which market dangerous 
and useless drugs can entice susceptible 
members of medical profession to act on its 
behalf in profession^ and consumer orga¬ 
nisations. One such recent example is that 
of D A Joseph, associate professor of 
pharmacology at Nair Hospital, L T N 
Medical College, Bombay. Joseph was a 
member of the Consumer Guidance Society 
of India and had been attending different 
consumer organisation conferences, national 
and international at his own expense. The 
consumer activists have been greatly con¬ 
cerned about his role as he seemed to con¬ 
tribute little but was always keen to collect 
all data, papers and other relevant material 
at such meetings. In December 1985, he 
attended uninvited a consumer conference 
at Madras arranged by lOCU, HAl, VHAI 
and ACHAN on supply of pharmaceuticals 
to the third world. He claimed to be repre¬ 
senting CGSI but the ofBdal CGSI represen¬ 
tative challenged his claim. Then he changed 
his version saying that he was attending the 
conference on his own and would pay his 
own expenses. After the conference conclu¬ 
ded the organisers found out that Joseph’s 
hotel expenses were paid by none other than 
Infar. When confronted with these facts he 
did not deny them and resigned from one 
of the consumer organisations and was 
removed from the other consumer organise 
tions toa Inddentally Joseph was one of the 
main speakers in the above-mentioned 
seminar on anabolic steroids held in Bombay 
and in a similar earlier seminars held at the 
Ihj Hotel. Most drug companies use similar 
unethical ways to promote their products. 
Sometime ago Ethnor Ltd was offering free, 
fully-paid holiday in Nepal to doctors as a 
part of its promotional campaign to increase 
the sales of a tonic. It had to hastily 
withdraw this campaign after it was exposed 
Iv the press. 

Indian population is deluged with 
thousands of dubious preparations with 
variety of brand names. India has approxi¬ 
mately 60,(XX) formulations as compared to 
I7,(X)0 in Britain, 2,(X)0 in Norway. 1,500 in 
Bangladesh and 275 in China. Majority of 
these drugs are irrational and many are 
dangerous. The vast number of doctors in 
rural areas and semi-urban areas work in 
professional isolation. There is no clinical 
feedback and they have no way of assessing 
independent drug information. The situa¬ 
tion in the big cities is no better. Another 
factor aggravating the situation is the 
number of non-allopathic doctors, like 
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Ayurvedic, Unani, Homeopathic practi¬ 
tioners. practising allopathy. These doctors 
easily fall prey to the promotional campaigns 
of the pharmaceutical companies. For a 
majority of general practitioners the post 
graduation education in clinical pharma¬ 
cology is done solely by the representatives 
of the pharmaceutical companies. Many 
representatives are paid part of their salary 
by the commission on the drugs they sell. 
A quarter of the country’s total drug bill is 
spent on vitamins and tonics. Poly pharmacy 
is rampant. An average prescription of a OP 
contains an antibiotic, vitamin/tonic prepa¬ 
ration, a cough mixture and a tranquiliser. 
The fact that Infar could muster the atten¬ 
dance of 1.200 GPs for its seminar to discuss 
a useless drug speaks volumes about the rela¬ 
tion between the medical profession and the 
pharmaceutical industry. 

The pharmaceutical industry’s perfor¬ 
mance so far is being measured in terms of 
profit and production. However, the pharma¬ 
ceutical industry is different from other con¬ 
sumer industries. Its products affect health 
of the millions of consumers. Its perfor¬ 
mance should also be measured in terms of 
social accountability and benefit/risk ratio 
of its products. Measured against these 
parameters the performance of Indian 
Pharmaceutical industry appears dismal. It 
has always disclaimed the responsibility of 
marketing hazardous and dangerous pro¬ 
ducts while taking credit for the techno¬ 
logical development. It blames the govern¬ 
ment for allowing the dangerous drugs to 
be marketed while conveniently forgetting 
the sinister role played by its lobbyists to 
influence the policy makers. The pharma¬ 
ceutical industry is marketing the dangerous 
drugs like anabolic steroids with impurity. 
Are these companies any different from the 
people peddling the narcotics? The drug 
marketed by these companies, like anabolic 
steroids, are slowly and subtly harming and 
undermining the health of the millions of 
poor, uneducated consumers much similar 
to the drugs peddled by the narcotic dealers. 
While there is an attempt to create awareness 
regarding narcotic drugs, there is hardly any 
attempt to counter the threat of the hazar¬ 
dous and dangerous drugs. 

The medical professions dependance on 
the drug industry for research and for 
arranging conferences should be reduced. 
Ministry of Health Department of Science 
and Ibchnology, ICMR can provide funds 
for this purpose. There is urgent need for 
evolving a code of marketing of drugs. Such 
a codfi should be legislated for better imple¬ 
mentation. The proper drug information 
should be provided to each and every 
medical practitioners. In this context the 
example of a US—FDA’s Drug bulletin, 
which gives detailed information on all 
drugs routinely to all the practitioners, can 
be followed. Similarly some practicable 


221 



methodology to limit the medical piacti- 
lioners to their own field needs to be devised. 
Providing proper, correct, relevant drug 
information is the moral duty of the 
pharmaceutical industry. The industry must 


WELLINGDON island in Einakulam 
district hou.ses the naval installations. 
Cochin airport. Cochin port and several 
godowns of importers and exporters, crude 
oil and naphtha terminal, etc. In 1976 an 
ammonia tank with a storage capacity of 
10,000 tonnes was commissioned there. 
Amonia imported from the middle-east is 
stored here and transported by rail to the 
Fertilisers and Chemicals Travancore Ltd 
(FACT), Cochin division (CD) at Ambala- 
medu in the same district. This is used as 
raw material for producing di-ammonium 
phosphate (DAP), a complex fertiliser. FACT- 
CD Phase II with about 1,000 workers is total¬ 
ly dependent on the lank for its ammonia. 

India then followed the 1972 UK Code for 
siting, safety and inspection of ammonia 
tank. According to this, an ammonia tank 
should not be located in a strategic area like 
this. Moreover, there should be no building 
or any other structures within a radius of 
500 metres from the tank. In the case of the 
tank under examination, hardly five metres 
away from the lank, there are sulphur berths, 
coal berths and various other installations. 

Ammonia is a toxic gas. It can cause ins¬ 
tant death when the concentration in the air 
is 5000 ppm. When the concentration is 3000 
ppm, death will be delayed by a few hours. 
At 700 ppm, it can damage the cornea and 
cause permanent blindness. Oedema (swell¬ 
ing) of lungs, burns, skin rashes, etc, are 
other toxic effects. When the concentration 
of the gas in air is above 16 per cent, there 
will be explosion in presence of flame. In 
India, more than 60 lakh tonnes of ammonia 
is handled by thirty odd nitrogenous fer¬ 
tiliser plants. There are more than 100 
ammonia tanks in the country with 
capacities ranging from 500 to 10,000 tonnes. 

In March 1985, the then district collector 
of Ernakulam appointed an expert commit¬ 
tee with representatives from navy, port 
trust, district health services, national 
environmental engineering research institute, 
railways, police, fire services and FACT tc 
look into the accident potential of the tank 
and recommend remedial measures, if any. 
The committee submitted its repg^ to the 
collector on November 15,1985. The report 
has been classified as ‘confidential’. The 
recommendations of the committee is given 
below; 

Considering the location of the tank in a 
populated area and the close proximity of the 
port, southern naval command, airport and 
railway station, and taking into considera¬ 
tion the fact that the present siting of the 
tank contravenes some of the recommenda¬ 
tions that are given in the British Code of 


give up its mercinary attitude. The consumer 
has right to information regarding the drugs. 
The drugs affect the people, the people pay 
for the profit which the industry makes, so 
they have the right to get better and fair deal. 


Practice, 1972 for large scale storage of fully 
refrigerated anhydrous ammonia, the com¬ 
mittee has come to the conclusion that the 
preiseni location of FACT ammonia storage 
poses a danger to the population at the island 
including the navy. Cochin port and airport 
establishments, and therefore it should be 
shifted to a safer location. 

Considering the very important and wide 
implications involved in shifting the 
ammonia storage tank the committee strongly 
feels that the question may be considered at 
the highest levels of FACT, state government. 
Cochin port trust, southern naval command, 
civil aviation, police, fire force, railways and 
Cochin corporation. 

While making the above lecommcnda- 
tions, it was recognised that there may be 
a time lag in shifting the ammonia tank to 
a more suitable site and several contingency 
plans to cover the interim period were 
discussed in detail. However, the commit lee 
found that with the present location of the 
tank at Wellingdon island, they could not 
formulate a contingency plan with a re¬ 
asonable chance of success and hence 
refrained from presenting the same. The con¬ 
tingency plans discussed are recorded in the 
proceedings of the meeting. 

The representative of FACT while recogni- 
.sing the limitations of the contingency plans 
discussed, felt that the committee should 
have presented the same. He asserted that 
the storage tank would be as good as a new 
tank after the proposed inspection work and 
as such it will not pose any danger to the 
population at Wellingdon island. However, 
the other members of the committee felt that 
presenting a contingency plan might give a 
false sense of security as far as the safety 
of the tank is concerned. 

The expert committee is unambiguous on 
the security risk posed by the tank which 
prompted them to recommend its shifting. 
However, they left the final decision regar¬ 
ding the tank to the FACT management and 
the highest level of the government. Judg¬ 
ing from the inaction from the latter, it is 
likely that this report also will gather dust 
till a disaster wakes them up. 

FACT-CD phase II has an installed 
capacity of 4,80,000 tonnes of DAP a year. 
However, during 1980-81 to 1984-85, the 
average production has been 2,15,480 tonnes 
a year. This was about 3 per cent of the total 
nitrogenous fertiliser consumed in India. 
During the years 1982-83 to 1984-85, the 
average yearly consumption of nitrogenous 
fertilisers in India was about 67 lakh tonnes, 
of which indigenous production contributed 
47 lakh tonnes, and the rest was imported. 


In other words, even if the FACT-CO phaK 
11 plant is forced to remain idle for four 
years—the time required to construct the 
new ammonia plant at Ambalamedu for 
which FACT has sought sanction—our 
import blit will register only a marginal 
increase. Considering the risk involved, this 
seems to be the only way out. 

There are a few questions, which the com¬ 
mittee has refused to tackle. First, the history 
of the tank itself. The construction work 
started in 1972, the same year in which the 
UK code was accepted. When it was clear 
the location was unsuitable for this, why was 
there no attempt to shift the same to a safer 
location? Knowledgeable .sources in FACT 
reveal that serious objections were raised 
regarding the site, which were overruled by 
the then chairman and managing director. 

During early 1985, the tank developed a 
bulge. The FAt^T representative clarified that 
the bulging was due to the slippage of ex¬ 
panded polystcrene insulation and the innei 
shell of the tank (made of concrete) was 
intact. He also mentioned that “FACT had 
checked the tank shell side and bottom in 
the presence of Uhde GmbH (the West 
Cierman ttaiisnational who supplied the con¬ 
struction technology) and TUV (again a 
Get man inspection agency )-and found (hat 
the tank was perlect on all its sides and 
bottom”. A structure like this needs to be 
insulated in order to maintain low tem- 
peraluics inside the tank—ri.se in tempera¬ 
tures could lead to a pressure build-up and 
eventually to an explosion. Was this slippage 
in just 10 years after commissioning due to 
a design defect? 

During the past fourteen momlus since the 
submission of the report by the expert com¬ 
mittee, there has been no move, either from 
the management of FACT or from the 
government to shift the tank as recommend¬ 
ed. While it is not difficult to understand 
the role of expert committee members from 
the navy, police, health service.s, etc, who 
might be bound by the Official Secrets Act, 
etc. the position taken by NEERI is highly 
deplorable. NEERI did not make any effort 
to forewarn the central government and take 
immediate action on the issue. It has to be 
remembered that recently the High Court of 
Kerala decreed that three polluting industries 
in Cochin-:-(including FACT) deposit Rs 9 
lakh with NEERI for undertaking a study 
on t)ie environmental pollution caused by 
them. Will NEpRI be open enou^ to reveal 
truth, which no doubt would be against the 
interest of the managements? 

The expert committee’s report was pub¬ 
lished in a booklet (‘The Day Befor^) by the 
Anti-Pollution Forum, an Ernakulam based 
environmental action group. The forum in 
a press release has demanded that: (1) The 
ammonia tank be emptied immediately; 
(2) A judicial inquiry be conducted to fix 
responsibilities for construction of the tank 
in an unsafe location; (3) Award exemplary 
punishment to those found guilty. 


Ammonia Hazard at FACT 

A (’orrespondonl 
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1 HE basic facts about the Iranian arms sale 
are not at all revealing or out of the ordinary, 
whichever version of the account one 
accepts—whether it was the negotiation to 
exchange arms for hostages or to develop ties 
with pro-western groups. The reason that 
these rather banal transactions developed 
into ‘momentous issues’ had more to do with 
the overall strategic policy which had been 
elaborated by the Reagan administration 
(and which had bi-partisan approval) and 
the underlying deep structural problems 
which evoked it. Namely, from 1979 to the 
present Washington's policy was pierai.sed on 
the notion of a massive military programme 
capable of unilaterally imposing policies at 
both the global and regional level. The 
‘crime’ of the Reagan administration in 
negotiating with Iran was a tacit admission 
that the ixtlicy was a failure—that force did 
not work, that negotiations were neces.sary, 
that compromises with adversaries in critical 
areas were essential. Reagan’s Iran negotia¬ 
tions wcie a iccognition of the limits of US 
powci- -a lesson brought home earlier 
during the brief but disastrous US inter 
vention in U-banon. A similar process of 
’backsliding’ took place at the Icelandic 
summit; the near arms-accord reflected the 
recognition among some members of the 
Reagan administration that the Soviets could 
not be spent into bankruptcy (that indeed 
the reverse was more likely, given US debts 
and deficits). As with the Iranian case, con¬ 
cessions and compromises in Iceland were 
denounced —bipartisanly■—as they implied 
a reversal of the historical direction of US 
policy, with negative implications for an 
important configuration of interests in the 
US and abroad. 

The criii(|ues of the Iran arms exchange 
and the Icelandic summit are almost all in 
the direction of reinforcing the reactionary 
doctrine of military confrontation, state 
terror and nuclear escalation which has 
become the unquestioning dogma and foun¬ 
dation of foreign policy for both parties, the 
mass media and the educated public in the 
I980.S. In a sense the Reagan administration 
is a captive of its very success in selling the 
military confrontation policy; the ideological 
cage (and perhaps jail to which some of his 
advisers may end up) resulting from slavish 
adherence to the ‘peace through strength’ 
doctrine has eliminated any flexibility in pur¬ 
suing diplomatic options. The Manichean 
world of good and evil empires which the 
neo-conservatives have firmly established as 
the basis for politics has led them to choices 
between bluster through impotence or back¬ 
door deals through adventurers. The ease 
with which Reagan’s military doctrine 
gained ascendancy and its permeation of 


political discourse stems from the fact that 
it was harnessed to the notion that it could 
reverse the deep structural weaknesses that 
affect the US economy. The resurgence of 
militarism in the late i970s emerged as 
western policy-makers became concerned 
with the declining fortunes of capitalism 
throughout the third world. Revolutions in 
Indo-China, Angola, Ethopia, Nicaragua 
and particulaily Iran were seen as major 
challenges to the elaborate network of client- 
states designed to contain regional revolu¬ 
tionary development. The unravelling of 
regional client networks was matched by the 
declining position of the US in the world 
economy and the disarticulation of the state 
machinery for military intervention. 

One word summed up the complex con¬ 
fluence of political, economic and military 
changes; weaknest. And in the language of 
the rising neo-conservative ideologues what 
was necessary was a ‘will to power’. In neo¬ 
conservative manifestos, voluntarism and 
ideology fused in an explosive offensive 
militaristic policy. The emphasis of policy 
shifted decisively toward the subjective 
capacity to concentrate resources on power, 
and power was defined almost exclusively in 
military terms; articles promoting alliances 
with dictators, promoting new missile pro¬ 
grammes, and military budget were published 
in a spate of neo-conservative and ex-liberal 
journals. Peace through strength—to act 
with military power was emblematic of the 
whole Reagan regime—as domestic politi,.s 
were subordinated to the reassertion of 
global dominance. Nothing less than the 
‘world system’ was the target and prize of 
what passed as neo-conservative politico- 
military strategy. 

The policy of projecting military power 
on a world scale has had very mixed 
results-mote failures than successes—even 
as the policy continues. Jeanne Kirkpatrick’s 
benign military rulers were in decline even 
while the Reaganites were blessing them; but 
the Reaganites have been able to reassert in¬ 
fluence through civilian-military cohabitors. 
Intervention in Lebanon led to a disastrous 
defeat; while the invasion of Grenada pro¬ 
duced a US client regime. Washington has 
escalated large-scale armed terrorist 
activities in Central America, Africa and 
South Asia but the results are inconclusive 
militarily and politically unpopular. At the 
global level, Washington has escalated arms 
spending, reversed previous arms accords 
(SALT I, II) threatens a space war and rejects 
any limits on nuclear tesring. But the Sonets 
show little propensity to be cowed or out- 
spent, while gaining the diplomatic high 
ground with a numba of eminently reason¬ 
able disarmament agreements. More basically 


neo-conservative voluntaristic extremism has 
not reversed the slide of the US economy or 
the decline in its global position. On the con¬ 
trary the burgeoning budget deficits and 
shrinking market shares expose the enor¬ 
mous cost of projecting military power 
without examining the economic costs. 

it is in this context of the proven in¬ 
adequacies of the strategic doctrine (projec¬ 
ting military power) to tcversd the continued 
relative weakness of the US that the Reagan 
administration attempted to introduce 
tactical modifications.. .to resort to negotia¬ 
tions instead of force, thus demonstrating 
the incapacity of Washington to impose a 
solution. And it is that tacit admission that 
led to Reagan being hoisted on his own 
petard. 

The central issue behind all the Iran 
debates—the underlying obsession of 
pundits and politicians is the notion of 
weakness, a prominent factor of concern of 
all declining world power.s, and not only of 
their ruling classes. The debate on the notion 
of weakness however has been clouded by 
the confu.sion of various levels of analysis 
by both the mass media and liberal/left 
commentators. 

V^RILTIKS oi- Debilities in 
A.MER tc AN Politics 

I herc are three levels at which the idea of 
‘weakness’ should be analysed; (1) regime, 
(2) market, and (3) world-historic. Regime 
weakness refers to the declining ‘piopularity’ 
of a party in government as measured by its 
capacity to win an impending election. 
Market weakness refers to the declining com¬ 
petitive position of an economy, its loss of 
market shares and hence its declining ability 
to manipulate the market and trade relations 
as instruments of power. World-historic 
weakness refers to the historic decline (long 
term) of the structure of production that 
undergirds global positions, the decline of 
state power and its permanent civil service 
and the rise of a new class of ideological 
desperadoes—from the interstices of politics, 
academia, the military and the underworld— 
to crucial decision-making positions in the 
international bureaucracy. The ascent of this 
quasi underworld to power is cause and con¬ 
sequence of the decline of empire. As the 
industrialist is replaced by the speculators 
(Rockefellers by Borskys) so the statesperson 
is replaced by the military advc'nturer, the 
upwardly mobile ethnic broker between the 
state department and the political gangsters. 

Most of the media reportage has focused 
on the opportunism of the Reagan admini- 
siration—its attempt to free hostages to 
bolster its sagging electoral fortunes. The 
focus has been on regime weakness; illicit 
transactions are analysed as attempts to 
regain a domestic constituency. The liberal/ 
left media focused on Reagan’s lies and the 
laws which were violated, elaborating on the 
deeper meaning and larger impact of illega¬ 
lity on political institutions and democratic 
politics. This conjunctural analysis does con¬ 
tribute to clarifying the degree to which 
imperial policies erode democratic politics— 
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yet it fails to come to grips with the frame¬ 
work from which the criticism of Iranian 
policy is launched and the deeper structu.'al 
imperatives to which that strategy responds. 
In a paradoxical sense the criticism of 
Reagan policy is a reaffirmation of the 
terror-military policy; be is being chastised 
for violating it. 

The second level of analysis for examin¬ 
ing US weakness focuses on and recognises 
the declining position of the US in the world 
economy and seeks to infuse a measure of 
flocibility and realism into the notion of pro¬ 
jecting military power: to reverse this pro¬ 
cess of decline Among a small group of neo 
conservative fellow travellers, there is a grow¬ 
ing sense of political isolation in world 
politics, particularly among new non (or 
even anti) communist forces which have 
carved political-economic space in crucial 
areas of the world economy. The Islamic 
forces in Iran are one included among this 
group. These conservatives realise that Israeli 
style politics of promoting terror as counter- 
terror is ineffective and counter-productive 
to gaining influence in the world’s market 
place. After all the US. unlike Israel, does 
not have a wealthy benefactor to subsidise 
its economic isolation and military adven¬ 
tures. Nor can a complex economy like the 
US sustain itself as an ‘underground gun¬ 
runner* to unsavoury regimes. Insofar as the 
pragmatic conservatives want to move 
beyond the terror-bunker mentality of the 
Israeli influenced neo-conservatives and 
develop new economic relations, they can 
only do so through the prism and resources 
available to them (... man makes history but 
not out of whole cloth...). The principal 
tools for forging new relations are found in 
the only growth area undertaken by the 
Reaganites—military technology. The major 
area of economic interest to the pragmatists 
is the Middle East, an area frequently cited 
by the neo-conservatives as crawling with 
terrorists. Having driven, or attempted to 
drive, the Europeans out of the region 
through the anti-terrorist campaign, the 
pragmatic conservatives saw an excellent 
opportunity to re-enter largely through the 
political levers of military suKdies and 
technology. Not possessing the capacity to 
impose effective boycotts on ‘terrorist’ 
regimes and no longer capable of enforcing 
‘responsible' behaviour among European 
allies the conservatives felt no compunction 
about seizing the initiative to re-establish an 
insider position in a crucial market, with 
visions of reformulating the regional net¬ 
works of the realy 1970s (Israel-Iran-Saudi 
Arabia). 

This type of explanation is useful in focus¬ 
ing on the regional benefits and on the 
impasse of military strategy in s 'ving 
economic problems. However, it fails to 
analyse the underlying structural changes in 
US capital and does not focus on the parti¬ 
cular psycho-social types who increasingly 
have come to staff the crucial decision¬ 
making positions in the state apparatus. In 
a word the analysis needs to be broader and 
narrower at the same time. 


Declining hegemony of the US has been 
evident for over a decade—though the 
political and military foundation for projec¬ 
ting global power have been refashioned. 
The problem is the disjuncture between the 
military policy and instruments and theit 
inapplicability to the forces undermining 
hegemony. The productive forces of capita¬ 
list allies cannot be conjured away by new 
nuclear weapons systems; nor are revolu¬ 
tionary regimes easily toppled by terrorist 
surrogates. 

The issue of declining hegemony is in¬ 
timately related to the internal hollowing out 
of American capitalism; the replacement of 
industrial capital by fictitious capital, the 
ascent of the stock market over the stock- 
yard. As the effects of this hollowing out of 
American capital spread abroad, it is less the 
overseers of corporate capital who command 
the foreign policy establishment, but a new 
breed which has not passed the muster of 
fashioning alliances and policies to facilitate 
growth. As productive capital declines 
abroad, the reason for empire—imperial 
dominance—changes. The ideological- 
military clandc.stine apparatuses which were 
the instruments ol capital increase theii 
institutional significance. The ascent of the 
repressive apparatus at a time of declining 
hegemony and increasing use of state-terror 
has created a new historical conjuncture— 
and evoked a new political type: the military 
adventurer as presidential adviser, the 
ideologue and political thug as under 
secretary of Latin American affairs: North 
and Abrams embody the new political ethos. 


The more prominent lumpen-intellectuals 
inlclude Eedes, Perle, Adelman, Buchaiien, 
Kirkpatrick, Kampelman, Gershman, and 
Walters, in addition to the currently more 
visible North and Abrams. The style of the 
lumpen is essentially one of throwing 
together jerry-built arguments to justify 
ideological dogma, to substitute vitriol for 
reason and to project demonological pro¬ 
paganda to justify illegal terrorist and 
militarist politics. The ascent of speculator 
capital and the decline of productive capital 
in the economy is based on the same ‘adven¬ 
turous’, illegal, clandestine, insider strategy 
and activities so characterestic of the 
lumpen-intellectuals who occupy the nether 
world between the White House and the 
Central American jungle airstrips of the 
narco-contras. The marriage of speculators 
and lumpen-intellectuals is not coincidental 
--there are not a few links that bind the two 
in terms of social background and ambitions 
and political amoralism and fanaticism. The 
neo-conservative ideology provides a thin 
intellectual gloss for the lust for power and 
wealth so common among the upwardly 
mobile marginals. And in the minds of these 
marginals all means are acceptable to reach 
the top; and being at the top is its own 
justification; ideas and values are counters 
to justify Slaying there. When the under 
world becomes respectable, the respectable 
join the underworld. The resentinenis and 
power lusts of the marginals ruined policy¬ 
makers—with their primitive Nietzchean 
contempt for the norms and legality of 
established policy-makers—are fused into a 
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belief system that transforms a normal 
routine politically-acceptable policy into the 
pursuit of personal power. The lumpen- 
intellectuals turned policy-makers have com¬ 
piled a long list of broken conventions and 
international norms which they flaunt. 
These are their credentials: hijacked planes 
over the Mediterranean; civilian bombings 
in Libyia; sustained terrorist attacks on 
Nicaragua; promotion of the South African 
surrogate Savimbi in Angola; guns and 
Financial aid to Pol Pot; arms to Iranian 
fundamentalists; massive aid to terrorist 
slate apparatus in El Salvador; political and 
economic support for the Israeli devastation 
of Lebanon. 

As economic interests have faded in defin¬ 
ing policy, so too has ideological criteria: in 
its place has risen the grasping for povser by 
any means at hand. As one neo-conscivaiive 
described it, what counts is ‘making it’. The 
incapacity to choose ‘ideological’ allies and 
the increa.sing neces,sity to depend upon 
terror reflects the end of the US hegemony 
and the deteriorating po.siiion ol the US as 
a politico-military power capable ot sustain¬ 
ing Its intervention. 

The ascent of the modern Rasputins and 
the roiitinisation of terror, the increasing 
tendency lo submerge ideology lo illicit 
transactions defines this critical junctuic in 
the slide of US power. 

EMPiRf- AND Risk Of Ht rn iodsCapiiai 

The decline ol the US as a global indus¬ 
trial power is inllucnced by the dramatic 
shift toward speculative activity. Today the 
stock market bicaks 2,000 on the Dow Jones 
while factories are closing down everywhere, 
trade deficits soar to new records, and the 
US becomes the world's greater debtor, 
increasingly US links to the outside world 
through the exchange of paper: overseas 
financiers and local brokers and speculators 
buying and selling the notes of credit. 

United States foreign policy becomes 
increa.singly militarised as its content 
becomes emptied of the economic interest 
it was designed to defend. In the past 
overseas economic interests provided a logic 
and rationale for US military policy—it 
defined the parameters for negotiation and 
intervention. Allies—those who supported 
US corporate interests: Enemies—those who 
sought to restrict corporate expansion. 
Methods included diplomatic-state economic 
pressure in the Fust instance; limited covert 
destabilisation policy in the second; overt 
military intervention in the ultimate instance. 
The choice of policy reflected the heavy 
long'ici m economic costs and iiabititics (and 
property destruction) inherent in direct 
military action. Under lumpen leadership of 
today—the absence of a set of clearly deFined 
economic imperatives and interests—allows 
for ideological dogma linked to underworld 
terror to pre-empt policy decision and justify 
it post-facto with vacuous abstractions. 

The pivotal facts of our day is the ascend¬ 
ance of the underworld (described as clan¬ 
destine activities—not because it is unknown 
but to maintain the fiction of legality) their 
linkage to upwardly mobile political adven¬ 


turers and the conversion of pcrm.-inent 
officialdom to the vision of a world defined 
by the open-ended politics of 'wais without 
frontiers’. The major fact today about the 
operatives and pulicy-makers in Washington 
IS that they have accepted the logic of per¬ 
sonal power: that ‘illegal’ acts of violence 
in the name of the person or office exercis¬ 
ing power embody the National Will. By 
extension illegal actions including state terror 
in pursuit of t he same objectives are also 
justified. 

What is striking about the Iran debate is 
the absence of discussion about the logic of 
terror, I he media exposes and Congressionai 
heatings are primarily concerned with issues 
of procedure and legality of action. This 
narrow focus reveals the degree lo which the 
terror eihos permeates the political culture: 
both parlies. Congress and the Presidency, 
media critics and regime ideologies accept 
the politics of tenor. They differ over how 
the policy is executed. And to a great extent 
opposition serves the narrowest of electoral- 
partisan purposes. 

'I'hc larger hisiorical context in which this 
del lakes place is not examined or worse 
aci I ! ! ;d: the decline of US global hegemony 
.inu ihc subsequent militarisation of US 
(urcigii policy'. Hegemony involves basically 
the .rcceptancc ot the norms, ideas and prac¬ 
tices of the dominant power by the domina¬ 
ted 'I his acceptance is embodied in inter¬ 
national instil uiions as well as in official 
policies. Hegemony is enforced by the 
general threat oi use of diplomatic and 
economic pressure to insure compliance. 
Military force is an occasional and selective 
instrument. Hegemony rests in superior 
economic and political capacity supple¬ 
mented by military power. The decline of US 
economic power in the world economy— 
the result of the rise of new competitors and 
to the internal transformation of US capittl 
—undermined the US hegemonic position. 
Countries no longer are dependent upon the 
logic of US expansion to grow and re¬ 
produce. The new economic logic of the 
world economy is based on establishing 
multiple sources of financing and diversi¬ 
fying markets. Eroding US positions, not re¬ 
inforcing them, became the rule deFining the 
world economy in the post-hegemonic era. 

Deteriorating hegemony and the drive to 
maintain a dominant world position led US 
policy-makers to opt for the militarisation 
of its foreign policy. Beginning in the late 
1970s and escalating into the 1980s hege¬ 
monic politics were replaced by the politics 
of global military domination—in which the 
use of military power would compensate for 
the loss of economic, diplomatic and 
political influence. Under the militay 
dominance conception the relationship 
between politics, diplomacy, economy and 
the military would be inverted from that of 
the hegemonic notion: force would create 
compliance/evoke negotiation and the 
economic and diplomatic dimensions would 
supplement it. 

This conception dcFmed relations at both 
the global and regional level. In the effort 
to subdue the Soviets a massive arms race 
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was launched, punctured by occasional 
diplomatic gestures, to test the efficiency of 
the military policy in subordirating them to 
Wa.shington’$ will. 

At the regional level the development of 
revolutionary movements without linkage to 
the Soviet Union and reflecting a wide 
gamut of ideologies and styles of politics led 
Washington to .seek an all embracing 
ideology which would subsume these differ¬ 
ences and yet enable them to unleash the 
military offensive: terrorism replaced com¬ 
munism as the rationale for military action, 
enveloping states and movements, nationa¬ 
lists, Islamic fundamentalists, marxists. 

The military strategy in the third world 
was not directed merely at defending existing 
client regimes through the supply of re¬ 
pressive equipment but to overthrow existing 
regimes through violent action—direct- 
immediate (Grenada, Libyia) or long term 
(Nicaragua, Mo 2 ambique, Angola). The use 
of terror in these regional conflicts was not 
contested by corporate capital because it no 
longer had (or never had) an economic 
interest in these areas. The voluntarism of 
the right was given licence to engage in a 
kind of ‘free fire /one’ The establishment 
formulated no con.siraints on neo-conserva- 
livc state violence. Respectable business 
people acquiesced in the policies of terror. 
Permanent civil servants and foreign .service 
officers co-operatcil and cohabitated with 
the political underworld (mercenaries, 
adventurers, death-squad hitmen, narco¬ 
traffickers) recruited and financed by the 
nco-conscrvativc ideologues. Rather than 
reversing the downward trend in the hege¬ 
monic position, the military conception and 
practice exacerbated it. But in the neo- 
conservative world of ideological warfare, 
debts and deficits paled into insignificance 
before the opportunities to open a new 
terrorist front in Costa Rica, prolong the 
Afghan War, consolidate Savimbi’s military 
ba.ses in Angola. For the neo-conservatives 
this was the ‘real world’. The effectiveness 
of terror warfare was the only criteria to 
judge foreign policy successes. The ‘real’ 
issues were locating funding and supplies, 
deepening the flow of weapons to the 
‘resistence’, the ‘freedom fighters’, the riff¬ 
raff of the third world. 

Ultimately this alliance between the 
respectable corporate types and the lumpen- 
intellectuals of military adventurers and 
upwardly mobile ethnic ideologues (and 
their underworld of ter.-orists, murderers and 
thugs) is an opportunist one. The adven¬ 
turers and ideologues have a formidable 
array of instruments in the state apparatus 
and can reach out to a vocal and well finan¬ 
ced constituency; but there are no strategic 
alliances and organised ties to big business 
and even to the permanent government 
machinery. Their work with the underworld 
and their use of the terror machinery sub¬ 
jects them to the danger of public exposure 
and if it comes about that their respectable 
allies need to evoke credible denial: that the 
terror operation had run amok, without 
official approval... the terrorist operators 
are expendable. 
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THE Reserve Bank of India makes available 
to the public information relating to banking 
in three instalments in the course of a year, 
whether it is July to June or April to March. 
The first conics in the form of a small 
section in Part II of the annual report which 
is a statutory report in the sen.se that the 
report is submitted to the government of 
India in terms of seaion 53(2) of the Reserve 
Bank of India Act, 1934. The second instal¬ 
ment becomes available in the form of the 
report on Trend and Progress of Banking in 
India, also a statutory report, which is 
(unlike the annual report) devoted ex- 
clusivety to banking. The third instalment 
appears as a chapter in the Report on 
Currency and Finance, which is a non- 
statutory report and which is regarded, for 
this reason, as a staff repot t providing 
detailed information about the economy. 
The difference as between the three reports 
lies in the treatment of the subject of bank¬ 
ing development and policy. While the 
annual report, which precedes the other two 
reports, gives a brief account of develop¬ 
ments in banking, the other two reports 
elaborate on these developments in great 
detail. 

However, a comparison of the two statu¬ 
tory reports for 1985-86 in regard to their 
treatment of banking developments raises an 
important point. While the annual report, 
after highlighting the banking developments, 
assesses their significance (paragraphs 188 
to 194 of the annual report), there is no such 
assessment at all in the report on Trend and 
Progress of Banking. In the result, the latter 
report, though a .statutory one like the 
annual report, acquires the status of a well- 
documented chronicle (one wonders whether 
this is the reason why the repiort does not 
carry even the letter of transmittal!). The 
absence of an assessment of banking 
developments in the report on Trend and 
Progress cannot be justified on the ground 
that something to that effect has already 
been done in the annual report. What has 
been said in the annual report in regard to 
banking is only as a part of the overall 
assessment of the economic situations. 
Besides, what is said in the annual report by 
way ol assessment relates only to certain 
aspects of the commercial banks’ operations. 

The report on Trend and Progress of 
Banking is a report on the banking situa¬ 
tion/ter re and it is very necessary therefore 
that the RBI goes beyond mere narration of 
banking events and indicates what these 
events signify for the future growth of bank¬ 
ing and banking policy. If the RBI could 
assess, in its annual report, the economic 


situation (which the government of India is 
perhaps better placed to assess), what is it 
that prevents the KBl from making a similar 
assessment in an area where it is the sole 
authority? The report on Dend and Progress 
should not just be a report on what hap¬ 
pened in the sphere of banking but it should 
also be a report on why certain developments 
took place, how the RBI could deal with 
these and what these developments suggest 
for the future. For instance, the report is for 
1985-86, which is the first year of the 
Seventh Plan, and it would have enhanced 
the value of the report if it had touched upon 
the likely problems of banking during the 
Seventh Plan, i e, incrca.se in the number of 
accounts of IRDP beneficiaries as a result 
of the changes in criteria for identification; 
a special target for coverage of women 
beneficiaries; the impact of new branch 
licensing policy which pays particulai atten¬ 
tion to hilly tracts, sparsely populated 
regions and tribal areas, etc. 

P.HOBLEM ARKAS MISSED 

I here are quite a few other problem areas 
in banking which could have been touched 


upon in the report at least to show spme 
awareness on the part of the RBI. There has 
been quite a bit of discussion on the need 
for a national banking policy. Similarly, 
there has been a discussion on the question 
of restructuring the banking system, to 
which some sort of a reply was given by RBI 
governor Malhotra at a recent conference of 
bank economists. One of the issues which 
is directly relevant to the functioning of com¬ 
mercial banks and to which no reference is 
made at all in the report relates to training 
needs and the dimensions of training pro¬ 
blems. How does RBI expect the banks to 
improve quality of appraisal and customer 
service and to avoid'the scope for frauds 
unless the bank staff is adequately trained? 
It is a pity that the RBI, which recognised 
the need for training bank officers and set 
up for this purpose the Bankers TVaining 
College as far W’k as 1954, is unable to 
visualise the need for and pioblems of train¬ 
ing bank officers in relation to the future 
growth of banking. The report on Trend and 
Progress has also chosen not to say anything 
about private sector commercial banks, 
though they have been in the limelight as a 
result of RBI action to merge or place a 
moratorium on a few banks. Private sector 
banks with a branch network of 4,000, with 
deposits of over Rs 3,000 crore and employ¬ 
ment of aiver 50,0Q0 persons are not an 
unimportant force in the Indian financial 
system. To subsume this segment of banking 
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in the general survey of banking develop¬ 
ments is to show a lack of appreciation of 
the role, progress and problems of private 
sector commercial banks; though they are 
subject to the same discipline and directives 
Of RBI as the nationalised banks, these 
private Sector banks are distinct from public 
sector banks in terms of geographical loca¬ 
tion, nature of operations and the customers 
they serve. 

it is not suggested here that the RBI 
should, in its report, discuss in detail the 
problems pointed out in the preceding two 
paragraphs. All that is required of the RBI 
is to provide in the report a section entitled 
‘Prospects for Banking’ in which it could 
refer to problems of the kind mentioned and 
indicate possible lines of meeting them. It 
is time that the report on Trend and Progress 
got out of the rut, became more illuminating 
and less statutory'. This will inevitably call 
tor a change in the present format of the 
report which looks Itke a Hindi document 
with English subscript. Cannot the RB! 
adopt the annual report format for the 
report on lYend and Progress al.so? The 
adoption of the annual report format would 
facilitate a more purposeful presentaiiotr of 
banking developments and policy. 

Fuming to the specifics of the report, there 
are a few potnts in the report, particularly 
tn chapters 1 and 2, which call for comment. 
In the opening paragraph of chapter 1 the 
growth rate of depostts is viewed in relation 
to the increa.se in net domestic product and 
the observation is made that the ratio of 
aggregate deposits to NDP has improved to 
44.8 per cent. It has to improve! Can 
anything else happen when two economic 
variables, which we try to relate, show 
disparate rates of growth? But what light 
does the ratio throw on the moderate growth 
rate of deposits? Any economic variable can 
be related to NDP but the relationship 
should be purposeful. It would have been 
more edifying if the growth rate of deposits 
had been viewed in relations to the growth 
rate of savings, particularly savings in Hnan- 
cial assets of the household sector. The 
annual report for 1985-86 does provide (on 
page 13 of the English version) quick 
estimates of domestic savings and these 
could have been used for working out the 
latio of deposits to household sector’s 
savings. Dealing with deposits, in the aggre¬ 
gate and component-wise, in paragraphs 1.4 
and 2.5 the report makes the bland obser¬ 
vation that aggregate deposits had increased 
and that time deposits increased much more 
than demand deposits. The question is; 
deposits from which source—individual 
deposits, business deposits or institutional 
deposits? The RBI should have some details 
of these sources which could be used for 
explaining the increases in deposits. 

FAILURE OF CAS 

While referring to the Credit Authorisa¬ 
tion Schoile (CAS) in paragraphs I.ll and 


2.15, the report says two different ihing.s in 
these two paragraphs. In paragrapli i.ll it 
is said that changes were intr^i iceed in 
respect of ‘Fast Track’ requiremei.is to pro¬ 
mote greater use of this facility. In paragraph 
2.15, on the other hand, it is .said that 
changes were introduced in ‘Fast Track’ 
requirements with a siew to imparting 
greater flexihiliiy to thi.s scheme. Perhaps the 
report intends to convey that greater flexibi¬ 
lity would facilitate greater use of the 
scheme! Semantics is not the point at issue 
here. I he real issue is the unwillingness to 
admit that the Fast Thick facility or the CAS 
in geneial is a failure—a failure brought 
about oy the big borrowers and their over- 
indulgent bankers! One has only to recall the 
observations made during 1985-86 at various 
public forums by highly placed executives of 
RBI; these observations ranged from a 
lament over the decline in the number of 
CAS cases referred to RBI after the intro¬ 
duction of the Fast Track and open accusa¬ 
tions .against banks (including foreign 
l\,'4 s) ->f not observing CAS requirements, 
to a s.-diness to withdraw the CAS if bor- 
to«crs (and banks?) observe the expected 
credit discipline! In this context one may 
refer to paragraph 2.70 of the report which 
outlines the changes in Fast Track require¬ 
ments. A close scrutiny of these changes sug¬ 
gests that these are only intended to 
recognise the existing situation. Interestingly, 
the annual report for 1985-86 observes in 
paragraph 22.5 that the changes in CAS were 
made mostly with a view to vesting the 
banks with larger discretionary powers! 

Dealing with cicdit budgets in paragraph 
2.35 (which is a verbatim leproduction of 


para 97 of the annual report), the report 
observes that the banks were also advised 
to avoid large dev'iations between projections 
and actual outturns in rc.spcci of key bank- 
ing variables. It would have been useful if 
this observation had been preceded by some 
comments on the RBI’s own projections m 
relation to the actual outturn. For instance, 
for purposes of credit policy announcements 
the RBI projects deposit growth each year; 
and a comparison of the RBI’s projection 
of deposit growth with the actual outturn 
for the past three or four years shows that 
the RBI’s projections have been consistently 
an underestimate. Is this underestimation 
deliberate so as to restrain the commercial 
banks’ lending or is it because the RBI is 
yet to improve its tools or techniques of pro¬ 
jection? Is it not likely that an underestima¬ 
tion of deposit resources results sometimes 
in unnecessary restrictions? It would help 
both the RBI and the banks if they develop 
and share the expertise relating to projections 
of key banking variables. This approach 
would enable the banks to appreciate the 
RBFs assessment and also to avoid large 
deviations between projections and actuals. 

Casual iRF.ATMb.Nr of Overdues 

It is indeed surprising that a statutory 
report on the banking situation should be 
so casual about a serious banking problem 
like overdues of banks’ advances. But for 
two small uninstructive paiagraphs of nine 
to ten sentences (paras 2.52 and 2.158 of the 
report) there is no analysis whatsoever of the 
problem of overdues in the entire report. 
Even this paragraph (2.158) appears as a 
miscellaneous item! The report says in this 
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paragraph that the banks were advised to 
make efforts for prompt recoveries and 
ensure that the total amount of overdues as 
at end-Deceitiber 1985 is not more than whal 
it was at the end of 198f etc. A lay reader 
would certainly like to know what it was, in 
terms of amount, at the end of 1983; other 
wise it will be difficult to appreciate the 
significance of the RBI's advice to banks. 
In contrast, the annual report expresses 
serious concern over the problem of over- 
dues (see paras 191 to 193). Why this dif¬ 
ference as between two statutory reports on 
a problem of serious concern? The report 
could have given some details to indicate the 
nature of the problem. Interestingly, a good 
bit of useful information relating to over- 
dues becomes available by way of answers 
given in the parliament in reply to questions. 

Lastly, it is difficult to understand why tlic 
report on banking should be loaded with 
such monotonous narration (spread over 50 
pages) of developments in co-operative 
banking. No doubt, the report on banking 
will have to deal with developments in co¬ 
operative banking also, considering the fact 
that agricultural credit continues to be the 
responsibility of RBI even after NABARD 
has come into existence However, this docs 
not justify the detailed narration of all the 
events in the area of co-operative banking- - 
ranging from primary co-operative banks to 
the setting up of study teams/working 


ALTHOUGH the importance of technology 
in initiating and sustaining economic growth 
.and development has been recognised by 
several disciplines, including economics, 
since long, the experience of technology 
transfer in developing countries has not been 
subjected to many searching and serious 
empirical investigations by economists. A 
few studies that exist on this subject relate 
to the espetience of transfer of technologies 
developed in advanced countries generally 
for large industrial units and adopted by or 
adopted to the large industrial units in the 
organised sector of the developing countries. 
We know by now that there are at least two 
other types of technology problems that we 
are tackling. One is the problem of develop¬ 
ment of indigenous technology and the other 
the problem of transfer to the village and 
small industries of the decentralised sector. 
There is of course a lot of overlap between 


228 


groups by NABARD. These details become 
available in any case in NABARD’s own 
reports and reviews relating to the co¬ 
operative movement. The report could have 
conlincd itself (as it has done in the case of 
other financial institution) to RBI assistance 
to agriculture and rural development and 
viewed in that framework the role of 
NABARD as the apex institution. In fact 
this part of the report would have been more 
useful if only it had thrown light on the 
multi-agency approach to rural credit and 
its experience and problems in such areas as 
co-ordination, monitoring, etc. The report 
could have drawn upon the analyses, studies 
and investigations of the RBI’s own rural 
planning and credit department. 

In conclusion it may be observed that the 
report on Trend and Progress of banking in 
India should be elevated to the status of an 
authoritative analysis of the Indian bank¬ 
ing situation, its progress, problems and pro¬ 
spects. It is not a routine report. It is as im¬ 
portant or perhaps more important than the 
annual report. The report on banking 
emanating as it does from the monetary 
authority of the country should serve to 
build public confldence in the banking 
system, particularly at a time when a cer¬ 
tain amount of cynicism has developed in 
the public mind about banking, due to u 
combination of factors including the public 
utterances of Janardhan Poojary. 


the two. Research and development efforts 
on these two problems in particular have not 
been substantial or sustained, but some of 
the processes and products of the decen¬ 
tralised sector have been affected by such 
efforts, and a few even since long. In view 
of this, an appraisal of these efforts at this 
stage can be helpful in assessing their strong 
and weak points, and iti drawing appropriate 
lc.s.son.s fot future wck in this area. The 
book itndet teview is an appraisal of this 
kind, and is, therefore, welcome. 

The book attempts to throw light on 
several inter-related sub-problems that con¬ 
stitute the technology transfer problem; 
organisation, development and implemen¬ 
tation. The study is concerned with the 
problem of labour-intensive, smalt industrial 
units located generally in rural areas. The 
study is based largely on the eleven case 
studies of rcseaieh and development institu- 
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tions, implementing agencies and technology 
adopters, spread out widely in a number of 
states, and is supplemented by the Delphi 
study of forty-four respondents from dif¬ 
ferent groups of knowledgeable persons. 

The eleven ease studies, presented in 
part H of the book, relate to (1) Jamnalal 
Bajaj Central Research Institute, (2) Kutir 
soap, (3) Junagadh Gramodyog Mandir's 
toilet .soap. (4) match industry in Sivakasi, 

(5) power ghanis in a Ihmil Nadu village, 

(6) Central L.eather Research Institute, 

(7) Vaijnath leatho' complex, (8) energy food 
in Karnataka, (9) Mathikoppa Hannu 
Samskarana Kaigarika Sahakara Sangha Ltd, 
(10) lasar silk industry, and (II) Kalsun’s 
handmade paper plant. Of the other three 
parts, the tlrvt one deals with introduction, 
scope and methodology, the third gives the 
summary and conclusions, and the fourth 
reports the results of the Delphi study. 

At places the presentation of case studies 
IS loose and disjointed, and moves in a 
leisurely way. A reader may find it difficult 
lo appreciate the merits of recording a case 
study (Kutir soap, case 2) in the form of 
qucstions-answers, and other cases other¬ 
wise. But a leader should refuse to be pro¬ 
voked by such blemishes and lose patience 
with ihe style. For if he is prepared to plod 
his weary way through these pages, he will 
gain in tcims of a number of valuable 
insights into the technology transfer problem 
of this sector. 

Of these, three seem to this reviewer to be 
more .significant. The lirst is that the pro¬ 
blem of technology transfer even in a limited 
context has to be viewed as a part of the 
package, and has to be supported in a sus¬ 
tained way for quite some time in that way. 
Apart from technology, other parts of that 
package include support in the areas of pur¬ 
chase of raw materials, sale of finished pro¬ 
duct, availability of finance, etc. Second, 
the.se case studies highlight the existence of 
a number of various practical problems at 
various levels: lack of perception, absence 
of feedback, limited and less qualified per¬ 
sonnel, poor salaries, weak motivation, etc. 

An economist may, however, find the third 
point to be of greater interest than the above 
two, and it may bear elaboration here. It is 
well known that the handicaps of the units 
in almost all of the industries of the decen¬ 
tralised sector are rooted in their small or 
very small sizes, and they have got accen¬ 
tuated by changes in tastes and widening of 
the markets. Small units embody labour- 
intensive methods of production, and buy 
inputs and sell outputs in small measures. 
Thus, while they score on the employment 
ground, they fare poorly in the market-place 
as their gains from technological and 
pecuniary economies of scale are limited, 
leading to poor performance of their pro¬ 
ducts, price- and quality-wise, vts-a-vis the 
products of large units. Technology transfer 
to small units has, therefore, in general to 
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restih in these units adoptihit' superior, 
capital-intensive methods of production and 
becoming larger in size to circumvent their 
present handicaps. Most of the changes in 
technology described here have been so 
biased. 

A valuable contribution of these case 
studies lies in describing the follow-up 
problems and consequences of .such changes, 
and suggesting at places remedial action. It 
is the specifics that matter at the practical 
level, and here the case studies score well. 

On the positive side, better technology 
leads to reduction in drudgery of work, 
better quality of product, lower price, fuller 
employment and better rewards to partici¬ 
pant factors. The impact of these advan¬ 
tages, however, for small units tends to be 
limited for various reasons as brought out 
by these cases. First, improvements in 
technology benefit more the larger of the 
small units (leather, case 6; tasar silk, case 
10). Second, small improvements in equip¬ 
ment relevant for very small units produce 
benefits in only small measures, and the 
same are not adequate to render them the 
necessary support to withstand successfully 
competition from the larger of the small 
units (village ghani, case I). Third, better 


technology that is relevant for imits that can 
be reasonably called small is not feasible or 
may not be on the anvil, so that such small 
units can have a secure future in limited areas 
of speciality products as in handicrafts, not 
in mass markets (leather, case 6; handmade 
paper, case II). Fourth, the gains of a switch 
to superior technology are nil or negligible 
or can be countered by other advantages of 
smallness such as cheap labour and skill of 
workers, but are handicapped in that they 
cannot have pecuniary economies of size as 
such (match industry, case 4). 

The case studies also highlight that techno¬ 
logy transfer is not costless. Among the 
adverse consequences to be reckoned in the 
short and perhaps also the medium runs 
include: loss of part-time employment, of 
female employment and of employment in 
general, reduction in the number of entre¬ 
preneurs, employers and independent 
workers, etc. 

The above abstracts of case studies throw 
up two general points. First, the question of 
economics of size is not merely one of har¬ 
mony/conflict between small and large as is 
commonly suggested, but also one of that 
between the small and the larger among the 
small as well. In a continum of size and 


technology, arranged from small and primi¬ 
tive on the one hand and large and the latest 
on the other, the units which are closer to 
the former end are generally in almost all 
products in the manufacturing sector econo¬ 
mically worse placed. Second, the beneHts 
of change from one position to the other 
have to be weighed against the costs from 
a larger societal angle, and a balanced view 
has to be taken as regards the products to 
be covered and the direction and the rate of 
change to be adopted. Adequate policy and 
support measures must then be initiated and 
sustained towards these ends. Case studies 
such as these yielding insights and rough 
numbers on relevant measures at the micro- 
level can contribute considerably by providing 
building blocks for such a policy. It is from 
this perspective that this reviewer compli¬ 
ments the authors and welcomes this work. 

A reader who may wish to have a summary 
view of the book will find himself well- 
served by the authors in part HI. Here, the 
main points emerging from the case studies 
are summarised under the four heads of 
research and development institutions, tech¬ 
nology transfer programmes, implementing 
agencies, technology adopters and develop¬ 
ment administration. 














SPECIAL ARIICLLS 


Quality, Investment and International 

Competitiveness 

Indian Tea Industry, 1880-1910 

Bhubanes Misra 

The enormous fluctuations in the prices of Indian • ‘'a in world markets and complaints about quality deterioration 
associated with sluggishness of investment in the i plantations of Darjeeling and other quality tea producing 
areas have become matters of public concern for ::ome time. It is interesting to recall that many of these r.ues 
had already surfaced in the early years of the Indian tea industry although at that time the policy prescriptions 
focused on co-operative industry behaviour rather than on desired changes in government regulations, for those 
were years of minimal government intervention in industry. The present paper seeks to throw fresh light on the 
years of emerging India-Sri iMnka competition in the world tea industry. 


THF. bi'siinniiig i)f iia ciillivation in India 
I'rom 1835 on a comnicn;ijl scale arose when 
monopoly tiadc of the hast Indian t’orn- 
pany became a closed chapter in 1833. This 
sudden situation nur.le it indispcnsihle to 
both the governmeius v'f the UK and British 
India to establish tea plantation industry in 
India. For lea, which only the rich British 
could use as a luMiry drink at the beginning 
ol the nineteenth century became by the 
1880s the world's cheapest and most widely 
i -cd drink among the common people.' 

1 he soil and climatic conditions in the UK 
were quite unfavourable for tea cultivation 
Since tea formed such an important item in 
the Briti.sh consumption, the British govern¬ 
ment and traders took a more direct and in¬ 
tensive interest than in the case of most other 
tropical products.’ Because of its impor¬ 
tance in the British balance of payments, the 
governments ol Great Britain and British 
India rendered all sorts of direct help for the 
promotion of tea industry in India.' The 
policy of the British government was to 
make Britain independent of foreign, that 
is, non-imperial supplies of tea. The court 
of directors of the East India Company 
made all efforts to foster the tea industry in 
India, whete, from all respects, the condi¬ 
tion was supposed to be the best for its 
cultivation and manufacture'.^ in 1838 the 
rir>t Indian consignment of 488 lb of tea was 
sent to the UK and received high praise and 
attention.' 

The number of gardens and land under 
cultivation began to increase only after 1854, 
when the existing restrictions on leasing out 
of land to European planters were relaxed 
(by the promulgation of Waste Land Rules 
of 1854) by the government of India. It lured 
many big sterling and rupee companies, and 
during the following five years the tea in¬ 
dustry in India made a steady progress.^ 
The successful working of these companies 
and the nominal rents charged for the waste 
lands engendered in time a spirit of specula¬ 
tion. The speculation and the rapid exten¬ 
sion of cultivation between 1863 and 1865 
led to a depression during 1865-75.' 

230 


Fhereafter, the industry took a favourable 
turn, and the cotnpanics which paid due 
regard to cultivation and management of 
gardens made handsome profit. By the 1880s 
the drinking of Indian black tea was firmly 
established in the UK and by producing bet¬ 
ter quality with a relatively low price India 
displaced Chinese black tea and became a 
leading lea producer and expoiter in the 
world market." 

lNVKSl\1t:NI IN INDIISIRV; 1880-1910 

After the crisis of the 1860s more and 
more gardens passed into the hands of com¬ 
panies capable of tackling the industry from 
a long-term outlook and ready to invest 
enough money. A high level ol demand for 
Indian tea, weakness of competition from 
other foreign or Indian planters, a very low 
price of land for gardens, a low requirement 
of initial capital inve.stment, cheap labour, 
elementary technical requirement and public 
patronage were among the factors favouring 
the development and prosperity of tea in¬ 
dustry in India.'* 

About 92 per cent of the total rupee and 
sterling capital invested by the British in 
Indian tea plantation was located in eastern 
India. Between 1881-82 and 1909-10 the 
rupee paid-up capital in the tea companies 
increased from 2'7.6 million to 35.2 million, 


and the number of rupee joint-stock com¬ 
panies in the industry rose from 113 to 
141,'" The rupee paid-up capital of cor¬ 
porate enterprises in tea amounted on an 
average to 12.2 per cent of the total paid-up 
capital of all the rupee companies during the 
said period. In comparison with 1881-82 the 
share of rupee tea companies in the capital 
of all rupee companies operating in eastern 
India decreased greatly over the period. The 
percentage fell from 17.6 in 1881-82 to 5.7 
in 1909-10, while the shares of investment 
in jute and coal industries increased. The 
reason for this decline lay in the decline in 
the relative profitability of tea companies 
working in India. 

The sterling companies (registered in the 
UK) consolidated their position more effec¬ 
tively than the rupee companies (registered 
in India). They accounted for more than 76 
per cent of the capital invested in the tea 
industry in India between 1880 and I910. 
The amount of sterling capital rose Irom 
£ 2.5 million (or Rs 37.5 million) in 1881-82 
to £ 14.5 million (or Rs 218.1 million) in 
1910, i e, the investment increased by seven 
fold, without great fluctuations." The ag¬ 
gregate investrnent (sterling and rupee) in the 
tea industry was the highest among the four 
big organised industries namely, coal, cot¬ 
ton, tea and jute, controlled by the British 


I'Mii.E 1: Ri;i’ih Paid-up CAPirAi in the Four Maior Industries in Eastern India 
AS Pf R< CNTAtj:s or Rupee Capital Invested in Ait. Industries tor the Whoi r; or British 

INDIA, 1881-1910 


Time 

Tea 

Coal 

Jute 

Cotton 

Eastern India 

(four indusirieis) 

1881-82 

17.6 

2.5 

4.8 

26.8 

51.7 

1884-85 

16.0 

2.5 

5.0 

32.0 

55.5 

1889-90 

15.0 

2.2 

4.3 

33.7 

52.2 

1894-95 

13.4 

2.9 

5.3 

32.7 

54.3 

1899-1900 

9.4 

3.8 

8.3 

33.7 

55.2 

1904-05 

8.5 

5.8 

9.8 

29.2 

53.3 

1909-10 

5.7 

9.6 

10.9 

23.5 

49.7 


Source: The table has been computed on the basts of data given by “Financial and Commercial 
Statistics of British India” (FCSBI), from 1895 to 1906; “Statistics of British India” (SBI), 
from 1907 to 1911: and "Statistical Abstract for British India”, from 1904 to 1912. 
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private investors. Most of the sterling capital 
of eastern India was invested in the tea plan¬ 
tation industry. Besides the investment by 
joint-stock companies, there was a further 
unknown sum invested in the industry by in¬ 
dividual tea estate owners. But that amount 
could not have been very large: most of the 
capital and acreage under plantation were 
under the corporate rupee and sterling enter¬ 
prises. The share of individual Indian tea 
estate owners in the total acreage under tea 
was about 3 per cent during 1899-1906.'^ 
Most of the Indian tea planters came from 
the middle class who in those days could not 
accumulate large amounts from their pro¬ 
fessions such as service, teaching, law and 
medicine. *■’ They invested in the tea in¬ 
dustry because the capital requirement was 
small in comparison with that required to 
start a production unit in other organised 
big industries. Thu.s, available official figures 
on investment by the corporate sector in lea 
could be taken as a surrogate of total capital 
invested in the Indian tea industry during 
1880-1910 

AC KI ACiK and PROIHIC I ION OF TFA 

The area under plantation increased from 
2,83,925 to 5,68,554 acres between 1885 and 
1910 of which eastern India shared on an 
average 90 per cent (Assam about 65 and 


Bengal about 25 per cent) of the total area 
under tea.''* Of the total land acquired for 
plantation and actual area planted more 
than 96 per cent was under the possession 
of the British planters and the rest was con¬ 
trolled by the Indians,” The number of 
estates owned and managed by the Indians 
increased more than five times over the 
period (the number rose from 25 in 1880 to 
136 in 1910 while that of British owned 
estates from 574 to 614),” Indian owner¬ 
ship developed more steadily and quickly in 
Assam, Darjeeling and Kangra than in other 
tea producing areas, but in terms of capital 
employed, acreage under tea, production 
and marketing the Indian ownership and 
control was still rather marginal in 1910. The 
average size of the British-owned tea estates 
in all important tea producing centres except 
Kangra was several times bigger than the 
average Indian-owned estate.s.” Of the 
average total acreage under tea of 3,61,605 
between 1899 and 1906, the British planters 
cultivated 3,48,880, while the Indians 
planted 12,725 acres,'* British enterprises 
actually cultivated about one-third of the 
total area they acquired for plantation over 
the period,''* On the other hand, Indians 
held hardly one per cent of the total fallow 
land (the figures, culled from “Thacker’s 
Directory” have not been reproduced hereV 


The holding ot fallow land by British enter¬ 
prises can be seen as a method of reserving 
resources for the future and for deterring 
competition. Indians obviously were not in 
a position to adopt such strategies. 

The acreage under plantation in eastern 
India increased steadily from 2,60,999 in 
1885 to 4,96,112 in 1910, but in percentage 
terms the share of eastern India over the 
total all-India acreage fell from 91.9 to 88 
per cent.*" Total land under tea in Assam 
increa.sed from 2,18,000 to 3,45,0{X) acres on 
an annual average between 1886-90 and 
1906-10. But its share in British Indian 
acreage fell from 67.5 to 63 per cent, and 
that of Bengal increa.sed from 77,500 to 
1,41.3(X) acres or from 24 to 25.8 per cent. 
Thus, within eastern India', Bengal gained 
marginally, relatively to Assam. The ag¬ 
gregate acreage under tea in eastern India 
increased fast between 1885 and 1898 but at 
a much slower rate later on. There was a fear 
of ‘over-production’ during the 1890s and 
the early years of the present century 
(1896-1904) and British planters in eastern 
India tried to reduce new extension. On the 
contrary, tea plantations in southern India 
expanded rapidly between 1890 and 1910 
under the umbrella of the United Planters’ 
Association.^' The important point is that 
extension in acreage remained unabated in 
those tea producing centres, especially in 
south India and Darjeeling which could 
produce good quality tea which compete 
with high-grown Ceylon teas. These gardens 
were located at high altitudes of 2000 ft to 
8000 It from sea-level. Much of the growth 
in acreage in eastern India take place on ex¬ 
isting plantations rather than through the 
opening of new plantations. Moreover, from 
the 1890s onward there was a process of 
amalgamation of estates.^* 

Along with the increase in acreage and in¬ 
vestment, the rate of production was also 
well-maintained throughout the period 
under study. The total oi I'Ui of tea in 
British India rose I'lom 71.5 million lb in 
1885 to 263.6 million lb in 1910. Ea.stern 
India produced 67.6 million lb in 1885 and 
239.9 million Ib in 1910, or on an average 
per cent of total Indian ouput over the 
period.-' The production increased at a 
mu.h faster rate than the area under cultiva¬ 
tion. While the planted area increased by 98 
per cent between 1885 and 1910, the increase 
in production was of the order of 268 per 
cent. The improvement in physical yield was 
due to better cultivation process, maturing 
of tea plants, but it was also due to coarse 
plucking in a period of rising demand.^ 
Over the period Assam produced more than 
two-thirds and Bengal about one-fourth of 
the total Indian tea. Bengal gained marginal¬ 
ly in relation to Assam in terms of acreage 
and production. Even then the average quali¬ 
ty of tea in Assam probably declined to a 
larger extent because the British Planters in 
Assam resorted more to coarse plucking. 


Tabi I 2: A\i racjL Annlai CoNSLMrrioN oi Ti;a in PRiNtirvi. Tfa Dkinkini'. 
COUNIKIFS, 1880 1890 
(Annual average in million Ib) 


Couniiv 

1880-84 

1885-90 

Country 


1880-84 

1885-90 

UK 

170.7 

183.2 

Germany 


3.1 

3.9 

.■\ll^tralian colonies 

18.2 

21.4 

Cape colons 

1.1 

1.1 

USA 

71 1 

79.1 

France 


1.0 

1.1 

Canada 

16.6 

18.6 

Argentine Republic 

0.9 

1 2 

Russia 

62.4 

70.5 

Denmark 


0.7 

0.8 

Holland 

4.8 

5.1 

Tasmania 


0.7 

0 8 

New Zealand 

3.9 

4.3 

Austria-Hungaiy 

0.7 

1.0 




Grand total 

355.9 

392.1 

Source. Capital, May 6, 1891. 






T vBii. 3: Em'dris oi Indian Tfa ro me Prini ipai 

Fori ic.n M.ARXF.n, 1880-1910 







(/« 000 Ib) 

Countries 

1880-81 

1885-86 

1895-96 

1900-01 

1905-06 

1910 II 

Total production'* 

— 

71,526 

1,43,408 

1.97.461 

2,21,712 

2.63,605 

Total export'* 

46,414 

68.784 

1.37,710 

1,90,305 

2.14,224 

2,54,301 

lo UK 

45,416 

66,640 

1,23,947 

1,66.171 

1,66,591 

;,82,935 

To Australia 

807 

1,766 

6.774 

9.094 

7,146 

8,782 

To Russia 

— 

— 

486 

772 

9,988 

31,121 

To Turkey 

6 

25 

1,372 

3,858 

3,846 

3.916 

To Persia 

10 

31 

3,188 

2,429 

1.102 

312 

To Canada 

— 


407 

1,724 

15,018 

8,444 

To USA 

68 

98 

581 

1,765 

2,174 

2,343 


Soles : (a) Production figures stand for calendar year 1885. 1895, 1900, 1905 and 1910. 

(b) Over the period of the total exports, Bengal exported about 95.8 per cent on an average 
and particularly the entire shipment was routed through the Calcutta port. The share 
of Bengal in exports showed a slow but gradual decline, fell from 98.5 per cent during 
1880-81 to 1884-85 to 92.8 per cent during 1905-06 to 1909-10, while that of Madras 
rose from 0.5 to 6.3 per cent. 

Source. CTI, from 1885 to 1900; PTl, from 1901 to 1906; NPTl, from 1907 to 1911; and 
ASTNBIFC, from 1879 to 1912. 


231 







February 7, 1987 


ECONOMIC AND POLITICAL WEEKLY 


The Darjeeling and Dooars plantations 
enjoyed the advantages of China jat and 
superior geo-climatic conditions and pro¬ 
duced better quality tea with a lower out¬ 
turn per acre.^’ The fall m the share of 
eastern India in total production by about 
3.5 percentage points between 1900-1910 was 
caused partly by the suspension of extension 
of tea cultivation following the cry of over¬ 
production (1896-1904). The growth of out¬ 
put could not be checked effectively because 
the newly planted areas in 1895-96 became 
mature and started to produce full crop aftei 
the gestation period of generally six years. 
Another reason for the slight relative decline 
of eastern India was that during this period 
outturn per acre in .south Indian gardens 
(most were in high altitudes) increased 
tremendously. 

The increase in production per acre was 
above anything else the result of a more 
rational application of labour. The better 
managed and older enterprises found that 
it was bettei to resort to a system of inten¬ 
sive cultivation by employing more labour 
per unit area than to extend the acreat"’ 
planted indiscriminately. Introduction of 
machinery on a large scale from 1880 on¬ 
ward at all stages of processing of tea rai.scd 
the productivity at the manufacturing stage. 
However, in the competitive drive the 
method of coarse plucking pushed up pro¬ 
duction markedly from the second half ol 
the 1890s when the producers raised the cry 


of ‘over-production’. The short-run (inter¬ 
year fluctuatioas) and long-run instability 
in acreage and production were attributed 
to the general lack of a co-ordinated policy, 
attacks of blight and pests (to which tea is 
vulnerable), unsuitable climate, and a variety 
of causes including lack of proper manage¬ 
ment, scarcity of machinery and reaction to 
so-called ‘over-production’. 

ROIE of iNTERNAriONAl FACTORS 

The factors which governed the changes 
in the level of tea consumption in a par¬ 
ticular country around the turn of the twen¬ 
tieth century depended on: (1) the climate, 
(2) the si/c of its population, (3) the com¬ 
position of its population by age, race, 
habitation in town or country and so forth, 

(4) taste and pieference of consumers, 

(5) their income, (6) the price of tea, taking 
account of different qualities or grades, 
(7) the prices of possible substitutes, such 
as coffee and (8) other factors such as 
marketing network, mana.gement, etc. 

We observe in our period a maiked dif¬ 
ference between the group of predominant¬ 
ly tea drinking counrics such as the UK, 
Holland, Germany, New Zealand, Australia, 
the US, Canada, Ireland, Russia on the one 
hand, and those of the cast on the other. The 
European countries and the US were relati¬ 
vely wealthy countries where nearly every¬ 
body u.sed to take tea and it became a na¬ 
tional drink, whereas the African and Asian 


countries had mostly low income levels. In 
the high-income-countries (which consum¬ 
ed about 93 per cent of the total production 
of Indian tea) the amount of tea consumed 
was mainly a question of habit, custom and 
quality and the consumption of tea per head 
over a long period showed an upward trend. 
A change in the price of tea had compara¬ 
tively little effect on its consumption: i e, 
total price elasticity of demand for tea was 
small. On the other hand, in low income 
countries, a change in their income and in 
the price of tea and other substilute drinks 
such as coffee has a strong influence on thdr 
pattern of consumption, i e, demand for tea 
was elastic) The potential markets in the 
middle east and near east Asia could be con¬ 
sidered important as the consumption of 
alcohol was forbidden by religion for the 
Muslim population, and the price of coffee 
per unit was always higher than that of tea. 
The possibility of expansion of sales in 
domestic market has also to be taken into 
account in judging whether the Indian tea 
industry was suffering from the problem of 
so-called ‘over-production’. 

While the annual levels of consumption 
of tea in the principal tea drinking countries 
during these two quinquenniums were 355.9 
and 392.1 million Ib, the annual average 
supply of Indian tea in the world market in 
these periods amounted to only 55.3 and 87.1 
million Ib respectively,i e, the share of 
Indian tea was small but showed a rising 
trend from 15.5 to 22.2 per cent in the world 
consumption. The share rose to about 28 per 
cent in 1896.^'’ On the assumption that the 
rate of growth of tea consumption between 
1880-84 and 1885-90 (Ihble 2) would be 
maintained over next decade, one would 
arrive at a total of464 million Ib of prospec¬ 
tive global consumption of tea in 1900, when 
India’s total production was 197 million 
Ib.^^ The actual world consumption grew 
more slowly and it was estimated at 45314 
million lb in 1906. In the lattqr year India 
exported 236 million Ib^ and Ceylon about 
172 million Ib in 1906-07.^ It would appear 
that China had the monopoly of supplying 
tea to the principal markets of the world, 
barring the UK and her colonies. 

In the export of black tea China domi¬ 
nated the UK Market till 1888, when she ac¬ 
counted for 48.5 per cent of the total tea ex¬ 
ported to the UK by the three main tea pro¬ 
ducing countries namdy, India, China and 
Ceylon.*' Thereafter, her exports to the UK 
began to decline sharply and India emerged 
as an aggressor in the UK market. From 
1890 .India became the chief supplier of 
black tea to the European countries. Then 
Ceylon steadily asserted herself as the main 
competitor of India. In 1892, the volume of 
her exporu exceeded China’s tea exports to 
Britain.** With the erhergence of India and 
Ceylon as producers of quality bladk tea, 
China tea was ousted from the European 
countries. The supply of China black tea in 


Table 4: Competi .'ion of China, India and Ceyion Tfas in the UK between 1866 and 1896 
(Tea exported by the concerned coCntry to the UK as percentage of total consumption in the UK) 




1866 

1876 

1886 

1888 

1890 

1894 

18% 

China 


96 

83 

59 

43 

30 

12 

10 

India 


4 

17 

38 

47 

52 

55 

56 

Ceylon 


~ 

— 

3 

10 

18 

33 

34 


Source: Capital, March 12, 1889; July 23, 1895; July 21, 1897; and ITA, “Detailed Report of 
the General Committee” for the year ended February 28, 1895. 


Table 5: Sai fs of India and Cevlon Tfas in Third Markets outside thf. UK 1890-1899 

(in thousand ih) 


Year 

India 

Ceylon 

Year 

India 

Ceylon 

1890 

8,900 

4,500 

1895 

16,815 

19,923 

1891 

12,500. 

6,600 

18% 

19,206 

23,465 

1892 

10,029 

9,583 

1897 

22,413 

29,131 

1893 

14,027 

13,138 

1898 

26,020 

36,400 

1894 

14,149 

14,563 

1899 

29,858 

38.880 


Source: Capital, April 5, 1900 (See Gow Wilson and Sanion’s repori.) 


Tabi f 6; a Comparative Study on Off-i ake of Indian Tea from Caicutta and London 

(in million Ib) 



1894-95 

1899-1900 

1900-01 

Received in London 

115 

1490<A 

161 

Exported from London 

3% (3.2) 

8'/i (5.7) 

lO'A (6.5) 

Average price per Ib in London 

0-0-9.9Sd 

0-0-8.35d 

0-0-7.33d 

Sold in Calcutta 

43 

50 

49)6 

Exported to markets other than the UK 

9(21) 

22 (44) 

25 (50.3) 

Average price per lb in Calcutta 

0-0-9'/jd 

0-0-7'Ad 

0-0-6’Ad 


Source: Capital, July 11, 1901, Figures within the brackets indicate percentages. 
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the world market also declined greatly from 
1889. In comparison with the volume of her 
shipment of black tea in the 1880s it declined 
to about one-third in the 1910s, but her 
exports of brick tea increased by about three 
times and of green tea slightly. Although her 
aggregate supply of all types of tea (black, 
green, brick, tablet and dust) in the world 
market declined from 22,17,000 piculs in 
1886 to 15,16,000 piculs in 1910, she retained 
her dominant position upto 1903-04.’’ 

However, neither India nor Ceylon showed 
any interest in the manufacture of green, 
brick and tablet teas for which there was a 
sizeable demand in the world market. This 
demand was solely met by China. The com¬ 
petition among three countries was confined 
to the production of black tea and its exports 
to the countries which consumed mainly this 
vaiiety. In the field of black tea exports, it 
was Ceylon which posed a danger to India. 
So, we will confine our discussion to the 
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Quality 

Calcutta 

London 


Valuation 

Valuation 


(.sd) 

(sd) 

Orange pekoe 

j-2'A 

2-1'/: 

Btoken pekoe 

1-6 

1-9'/2 

Pekoe 

1-0 

1-7 4 

Pekoe souchong 0-9 

1-44 

Pekoe fanning 

0-9'4 

0-11*4 

Source. Capital, March 7, 1894. 
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(m percentage of dry weight) 


Catechiii 

Caffeine 


(lannin) 


Bud 

26.5 

4.7 

First leaf 

25.9 

4.2 

Second leaf 

20.7 

3.5 

Third leaf 

17.1 

2,9 

Fourth leaf 

14.5 

2.0 

Upper steam 

11.1 

2.5 

1 ower steam 

5.0 

1.4 

Source: Bold: 

‘‘Indian Tea”; 

Warier: “Tea 


Manufacture”, chapier 2; and "Tea 
Trade and Industry”, vol I, No I, 1952. 


rivalry between these two countries. 

The principal markets for Indian tea were 
the UK, Australia, the US, Russia, Canada, 
Persia and the countries of south east Asia. 
On an average 96.3 per cent of the total pro¬ 
duction was exported to these markets bet¬ 
ween 1885-1910. UK, the chief consumer of 
Indian tea, accounted on an average for 88 
per cent of the total Indian exports over the 
period (Thble 3). Though the absolute figure 
of exports increased, the share of Indian ex¬ 
ports to the UK fell from 97.8 per cent in 
1880-81 to 71 per cent in 1910-11. The decline 
was particularly marked from 1895-96 when 
the British planters in India raised the cry 
of over-production. 

The increase in exports of Indian tea to 
Russia, Turkey and Canada from the mid- 
1890s might be an indication that while pro¬ 
duction of Indian common tea was gradual¬ 
ly losing ground in the UK market, the ex¬ 
ports had been channellised to these low- 
income countries. The market for Indian tea 
in Persia began to decline steadily from the 
time when the British planters in India fac¬ 
ed the so-called ‘over-production’ problem, 
i c. supply of low quality tea spoiled the 
market in Persia. Attention was paid to the 
production of green tea for the US market 
as the Americans were mainly green tea con¬ 
sumers.But owing to the lack of proper 
publicity on the part of the Indian lea 
exporters, the Japanese and Chinese green 
teas captured this market and Indian green 
tea lo.st out.’’ Among the European coun¬ 
tries, the volume of exports of Indian tea in¬ 
creased during 1904-05 to 1906-07, but, 
thereafter began to decline.’^ As compared 
with other foreign markets Indian tea made 
a steady progress only in Russia over the 
period 1900-10. 

Indian and Ceylon teas greatly expanded 
their sales in the UK market at the expense 
of Chinese tea between 1886-96. However, 
white the relative increase in India’s share 
was much greater in the previous ten-year 
period, Ceylon’s relative progress was much 
faster than that of India between 1886 and 
1894 (Tkbie 4). 

The competition between India and 
Ceylon in the markets outside the UK was 
even sharper. The volume of exports from 
India registered a rise of about three hun¬ 
dred per cent while that of Ceylon increas¬ 
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ed about nine hundred per cent between 1890 
and 1900. Upto 189! the competition of 
Indian tea spread quickly not only in the UK 
but also in other countries, but by 1894 
Ceylon had overtaken India in the markets 
outside the UK. The gap between them 
steadily widened during the following years. 

The factors responsible for the faster 
growth of Ceylon tea were supposed to be 
a more co-ordinated advance in production 
and investment on the part of the British 
planters in Ceylon and a decline in the 
quality of Indian tea with the prevalence of 
coarse plucking and adulteration.” 

The cry of ‘over-production’ was raised by 
the British Indian tea planters first from 
1895-96. But the price of Indian tea had 
started declining from 1878-79. The British 
planters in India asserted that the industry 
was facing a ‘crisis’ because of 'over-produc¬ 
tion': the supply of Indian tea was in excess 
of demand. Furthermore, according to 
Capital, the higher value of the rupee in rela¬ 
tion to the sterling after closing of the Indian 
mints to free coinage of silver adversely af¬ 
fected the tea exports.’* A slow but con¬ 
tinuous fall in the price ot Indian tea lowered 
the rate of profit and led the British planters 
in India to postpone new extensions and 
restrict output from the late 1890s.’* To 
save the industry from ‘crisis’, in 1901 a joint 
committee of the Irdian Tea Association in 
London and the Ceylon Tea Association in 
London suggested the reduction of the 
plucking area of matured tea by 10 per cent, 
provided the producers agreed to reduce out¬ 
put by not less than 10 million lb for India 
and 8 million lb for Ceylon teas.*” The 
essence of this scheme was to restrict the out¬ 
put of common tea more severely than that 
of fine tea. The joint committee did not 
adopt any concrete step for implementing 
the scheme Consequently, as Ceylon had no 
problem of over-pr^uction, it had taken an 
independent line of its own and hardly paid 
any attention to the scheme. Competition 
from the British planters in Ceylon almost 
certainly affected the profits of the British- 
owned Indian tea industry adversely. The 
British planters in India were mistaken in at¬ 
tributing the ‘crisis’ of the industry solely 
to over-production, the trends in consump¬ 
tion in the period concerned clearly reveals 
that (I) the consumption of tea was steadily 
increasing, (2) Indian and Ceylon teas had 
already replaced China tea in British empire, 
and (3) Ceylon, by maintaining a consistency 
in the production of quality tea, emerged as 
a strong rival of Indian tea. 

The consumption of tea could be expected 
to increase on account of a higher level of 
consumption per capita by the existing coun¬ 
tries and addition of new consumers from 
lower-income countries, because the substi¬ 
tute beverages were more costly. The Indian 
share in the growth of consumption of tea 
and price realised by Indian teas, depended 
on the effectiveness of their attempts to 
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(m percentage) 


Price 

1889 

1890 

1891 


From May 16 to 
September 26 

From June to 
October 6 

From May 14 to 
■October 30 

Tea that sold upto 74 annas 

574 

694 

67 

Tea that sold from I'A to 

12*4 annas 

304 

27'/j 

28*4 

Tea that sold from .12 annas 

above 


3 

44 


SoM/re: Capital, February 24, 1892. For prices of different grades of tea in London market 
during 1887-89 see Capital, March 12, 1889. 
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develop new markets and the maintenance 
of the quality of tea supplied. 

1^1 us consider first the development of 
new markets. Of the total production of 
Indian tea during 1885-1910 the UK alone 
received on an average a .share of above 80 
per cent (the share fell from above 93 per 
cent in 1885 to less than 70 per cent in 
1910).*' The re-exports of Indian tea from 
the UK was 5 per cent on an average bet¬ 
ween 1894 and 1900.*’ In the global 
perspective the market of Indian tea was very 
limited, practically confined in the UK and 
her colony Australia. In no countiy other 
than Rus.sia did Indian tea make a signifi¬ 
cant progress over the period. From 1900 we 
find a general tiend of stagnation or fall in 
exports to these countries (Tabic 3). There 
was a line of demarcation regarding the 
export trade of Indian tea. 

All teas producetl by the rupee tea com- 
patiies were sold in Calcutta auction and the 
teas ot .sterling companies wea directly ship¬ 
ped to Ijondon for auction sale. Of the total 
export trade from eastern India, Calcutta 
auction market handled about 40 per cent 


and the rest was controlled by the London 
market (Ikble 6). 

It would appear that the proportion of 
exports to non-UK markets from Calcutta 
was much higher than from london. This 
differential actually widened over time. The 
difference in the level of exports from 
Calcutta and re-exports from London to 
non-UK markets shows that the sterling 
companies were not as interested as rupee 
companies in developing the markets out¬ 
side the UK. In India rupee tea companies 
were more dynamic than their sterling 
counterparts. It is possible that the sterling 
companies could compensate the lower 
return from their tea plantations in India by 
the higher rate of return earned from tea 
plantations in Ceylon. (Tea companies of 
Ceylon were all sterling companies and many 
sterling companies owned gardens both in 
India and in Ceylon). Moreover, tea of the 
same quality always fetched a higher price 
in London than that at the Calcutta auction 
(Table 7). 

The difference between the price realised 
in Calcutta for the same quality tea cannot 


1 SHI t 10: ISDl X Nl. Slut KS 1)1 Tia (Lshdri I I’KK l•^ 
(I’rice in 1873 = UK)) 


Yea I 

Pekoe* 

Souchong* 

Congou* 

Av erage 


(Calculta) 

(C alcutia) 

(Calvutui) 

(t'alcullal 


1 

V 

3 

4 

1873 

100 

iiX) 

KKJ 

100 

1874 

115 

118 

131 

120 

1875 

ill 

118 

137 

120 

1876 

125 

115 

125 

122 

1877 

119 

114 

119 

117 

1878 

92 

84 

84 

87 

1879 

94 

7(1 

87 

84 

1880 

83 

75 

92 

82 

1881 

87 

77 

77 

81 

1882 

81 

77 

81 

80 

1883 

69 

70 

75 

71 

1884 

67 

59 

73 

66 

1885 

69 

59 

62 

64 

1886 

77 

62 

81 

73 

1887 

69 

57 

67 

64 

1888 

67 

52 

66 

62 

1889 

57 

46 

59 

52 

1890 

57 

55 

66 

59 

1891 

58 

52 

67 

59 

1892 

55 

42 

50 

49 

1893 

64 

52 

66 

60 

1894 

56 

43 

S6 

52 

1895 

71 

61 

81 

70 

1X96 

60 

48 

62 

56 

1897 

52 

43 

53 

40 

1898 

57 

42 

SI 

51 

1899 

42 

40 

51 

44 

1900 

46 

44 

56 

48 

1901 

3.’ 

30 

35 

32 

1902 

40 

37 

47 

41 

190.3 

50 

48 

63 

52 

1904 

54 

48 

60 

S4 

1905 

50 

41 

47 

46 

1906 

54 

41 

41 

46 

1907 

60 

59 

69 

62 


.\oU': * Not included general average. 

Source'. “Index Numbers of Indian Prices 1861 1918", Calcutta, 1919 


wholly be explained by freight and other 
charges. The rupee companies were less suc¬ 
cessful than their counterparts in disposing 
of their production in the higher priced 
market of london and this possibility made 
them more eager than sterling companies to 
seek new markets. 

COARSE vs Fine Plucking and Effect 
ON Price of London Tea 

The fluctuations in the fortunes of Indian 
tea industry during this period cannot be 
fully understood unless attention is paid to 
the variations in the quality of tea produced 
in Indian gardens. A tea plant is perennial, 
and the conditions of cultivation and manu¬ 
facture of tea for producing the best variety, 
are different in many ways fronj practices 
followed in the case of annual or seasonal 
crops. The range of conditions and times 
over which each stage has to be operated are 
quite wide. They vary from district to district 
and from garden to garden. Therefore, culti¬ 
vation and manufacture of tea was not a 
very exact process followed in the same wav 
in all the gardens. The empirical knowledge 
acquired by the early British plaiiteis 
through long years of trial-and-ciioi and ex¬ 
perience greatly helped the planters enter¬ 
ing industry later on. They came to know 
that any son of prejudice or error or care¬ 
lessness could reduce the economic longc'.ity 
oT the garden, and quality and quantity of 
the products mi the slioit-run. and in turn 
could have a major impact on the demand, 
supply and price. The British planters 
acknowledged that high quality tea could be 
produced only if proper care was taken to 
satisfy the rather .strict conditions of cultiva¬ 
tion and manufacturing. They were aware 
that quality and quantity of tea could 
adversely be affected by defective drainage 
and communication system, ill-planned 
density and pattern of planting, unregulated 
application of manure, failure to prune at 
opportune times, coarse plucking, uneven 
withering, failure to maintain proper 
temperature and pressure at the time of roll¬ 
ing, improper fermentation a.id failure to 
maintain the right temperature and to de¬ 
hydrate moisture at right percentage at the 
time of frying. If there was any departure 
fiom the norms of good cultivation practice, 
it was impossible to undo the damage at the 
stage of manufacture. 

The quality of tea was determined by the 
appearance, briskness, strength, colour and 
fiavoiir of the infusion. The quality of leaf, 
of course, depended on they'ars chosen for 
plantation,*^ but in the short-run the most 
important determinant of quality was the 
type of plucking. The liquoring qualities of 
tea include the briskness, strength and 
colour of the brew-properties dependent 
primarily on the amount of certain poly- 
phenolic substances (catechins and caffeines) 
contained in the green leaf but varying fro'm 
leaf-to-leaf in a tea shoot. If these inherent 
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properties were oxidised and condensed in 
right proportion and in right degree it would 
result in a nicely balanced brew with a de¬ 
cent aroma. As coarser leaves are plucked, 
both the tannin and caffeine content of the 
leaf fall off markedly. 

Production from coarse plucking could 
have been higher by 2S per cent than the out¬ 
put from fine plucking of two leaves and a 
bud.^ Information on difference in output 
between fine and coarse plucking per day by 
a plucker and the resultant cost difference 
is nut available.But a comparison of the 
average prices of three grades of tea (Pekoe, 
Souchong and Congou) throughout the 
period under study shows that good quality 
tea always brought in at least 30 to 40 per 
cent more than the tea of ordinary grades 
obtjuied by coarse plucking. 

1 he contention of the tea planters in India 
at the time that Tine plucking was a short¬ 
sighted policy is just the reverse of the truth. 
The claim of the British tea planters in India 
was contested by neutral observers. The 
“Statement Exhibiting the Moral and 
Material Progress and Condition of India" 


for 1875-76 staled; 

The increase in quantity was obtained by the 
sacrifice of quality; the mechanical ap¬ 
pliances and available amount of labour were 
not sufficient properly to work up the leaf 
and the stain upon the plant caused by con¬ 
tinuous over plucking is believed to have pro¬ 
duced a temporary deterioration in the 
character of leaf.*’ 

In the following year the same source 
reported that quality had again been sacrific¬ 
ed to quantity and coarse tea flooded the 
London auction. This coincided with a large 
China crop and resulted in low price. Lon¬ 
don tea biokers commented adversely on the 
decline in the quality of Indian tca.'“' 
T N Christie in his speech delivered before 
the Maskeliya Planters' Association of 
Ceylon also supported the opinion of other 
observers that the sacrifice of quality for 
quantity that Ceylon planters also made was 
not worth the substitution. He claimed; 
The niie tea made from the first plucking left 
far more profit than would have occurred 
from the larger quantity, which would have 
obtained had another, but harder leaf beer 


taken." 

The chairman of the Indian Tea Associa¬ 
tion (ITA) in 1885, however, claimed; 

It is true that some individual marks have 
been from time to time shown falling off in 
quality... One noticeable feature in connec¬ 
tion with the prices of Indian tea is the small 
difference which now exists in the relative 
values of the higher and lower grades. We 
find good Pekoes now selling at very little 
over the price obtained for Souchongs. This 
would indicate that the trade at Home are 
not prepared to pay up for fine teas and as 
planters are obliged to study the requirements 
of the market, the result must be, unless a 
change takes place, that coarse plucking 
would be resorted to and the crop will show 
a larger proportion of the lower grades.*® 
Probably the situation changed materially 
between 1885 and end of the past century. 
In 1902 Norman Mcleod strongly criticised 
the tendency of coarse plucking and alleged 
that over supply of common tea not only 
reduced the price but also damaged the 
goodwill of Indian tea in the overseas 
market.*' Referring to the downward trend 
in prices, the chairman of the ITA at the 
annual meeting in l9(Kf pointed out that 
bulk of the new tea coming into beating was 
common in quality which crossed the limit 
of the market for common teas and resulted 
in lowering the price to such an extent as to 
leave iittle margin for profit.** 

In 1904, J Thomas in their annual review 
for 1903-04 warned that companies should 
not again resort to coarse plucking; 
hvetything points to the industry as a whole 
being once more on a sound paying basis,' 
and this must continue, provided coar.se 
plucking IS not resorted to. With common 
tea at its present price, the temptation will 
be great, but it must be shunned. The pre¬ 
sent system of plucking with no large areas 
coming into cultivation, and a general expan¬ 
sion in consumption have brought supply 
and demand to a sound latio, and it is this 
alone that we owe the satisfactory position 
of the trade today. II wc continue on these 
lines, the situation mu'' still further improve 
but depart from ir, ficud the market with an 
over suppiv of lea, the bulk of it common, 
and we shall be ha,.k again in the gloomy 
limes of thicc oi lour year ago.** 

This gets further confirmation from the 
calculation made by the Ceylon tea planters 
who, following the policy of fine plucking 
from the early l8.S0s, offered a stiff challenge 
to the bi.iisb planters in India; 

Coarse pn.-kuig and tine plucking, in all 
their degices. have their adviKates in Ceylon 
at the pieseni moment, but the fine pluckers 
are in large majority, although many of those 
who formed that majoiiiy have inward 
qualms as to whether they are doing right or 
not. The fine phickers say my yield is good 
enough and my price, are 30 per cent better 
than yours (coarse pluckers), and as it costl 
almost as much to land a pound of ten penny, 
tea in Ixvndon as it does to land a pound of; 
fourteen penny tea, my pFoflts per pound are, 


I \ni 1 11- CiisNoi s i\ A\i Kw.i Prui oi Ti s \M' (.ii vsi.ts in Prk fc DntLRtNtts at twi i n 

Dll II R^.^r (Ji SI oil s ot Vt.s 


Ncji 

t hangc 111 

Year 

Changes in 

Changes in 

Changes in 


Average ,Pi icc 


Diflcrcncc in 

Ditfcicnce in 

Difference in 




Price between 

Price belwcen 

Price between 




Pfkoc Simchong 

Pekot* Conguu Souchitn^ ConfsHi 




(1) (2) 

(1) (.3) 

(2) (3) 

ISiq 

♦- 

1875 


. 


1875 

* 

1876 

♦ 

4 

■I 

1876 

L 

1877 


* 

»■ 

1877 


1878 

■f 

+ 

- 

1878 


1879 

+ 


4 

1879 


1880 

- 


4 

1880 


1881 

+ 

+ 

4 

1881 


1882 


- 


1882 


1883 


- 


1883 


1884 

+ 

- 

- 

1884 


1885 


+ 

4- 

1885 


1886 




1886 

4- 

1887 


4 


1887 


1888 

+ 



1888 


1889 



«s 

1889 


1890 

- 

- 

4 

1890 

f 

1891 

4 

+ 


1891 

* 

1892 

f 

+ 

4 

1892 

- 

1893 




1893 

+ 

1894 

+ 

4 

* 

1894 


1895 

- 


- 

1895 


1896 

+ 

4* 

4 

1896 


1897 


* 

+ 

1897 


1898 

4 

4 


1898 

+ 

1899 

- 



1899 


1900 

- 

« 

4 

I9(K) 

-t 

1901 


4 

+ 

1901 


1902 

- 



1902 

+ 

1903 

4 

- 


1903 

+ 

1904 

4 

4- 

-4- 

1904 

+ 

1905 

4 

4 

4 

1905 

- 

1906 

4- 


4 

1906 

« 

1907 





Note : *.indicates either no change or insignificant change. 
.ioun-e: The table has been derived from the preceding Table 10. 
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more than twice yours.’* 

A study of price data for different 
qualities of tea re>^s dearly how the British 
planters in India had brought abouMhe 
‘crisis’ of V>ver-production’ by increasing the 
production of inferior quality tea. 

Price data of different grades of Indian 
tea sold in London or in Csdcutta are not 
available over the entire period, but prices 
for three consecutive years flkble 9) indicate 
that about two-thirds were common tea. 
There was a big drop from the level of 1889 
in the relative production of good quality 
tea. It would appear that better quality tea 
commanded better price, i e, quality ruled 
the price and demand. What London market 
wanted was a better class of “real broken 
pekoe of good quality unmixcd with low 
class fannings and free from dust’’” and 
consumers were quite willing to pay a decent 
price for decent tea.’* 

The official statistics and information 
show that good price of tea in one year 
frequently led to increase in production 
through coarse plucking in the following 
year, with a consequent fall in price which 
then provided the British planters in India 
to follow the discipline of fine plucking.’^ 
The fall in price of Indian tea of any variety 
(pekoe, souchong and congou) in every alter¬ 
native year was the general trend of the 
period under study (Thble 10). Our hypo¬ 
thesis is that when the average price of tea 
(of all varieties taking together) rose the 
British planters in India responded by in¬ 
crease in quantity of production through 
coarse plucking at the cost of quality, it is 
a further conrirmation of our hypothesis 
that a rise in the average price was followed 
in the next year by an increased price dif¬ 
ferential between higher and lower quality 
of tea. We test this hypothesis in Tkble 11. 

The period 187S-9# was one of falling-off 
commodity prices in Britain. The long-term 
trend of quality tea prices was one of decline 
upto 1901 and a sharp recovery over the 
remaining part of our period.” digging the 
change in price differences (for three grades 
of tea namely pekoe, souchong, and congou) 
behind the change in average price index 
by one year, it is found that in 14 years 
(Table II) about two-thirds of the observa¬ 
tions, the signs are as expected.” For less 
than one-third of the observations only the 
signs are at variance with the hypothesis. In 
the critical years (1895-1904) when new ex¬ 
tension was stopped, price increased or re- 
maiited constant in six years. So, the total 
number of observations is 18, of which only 
5 go against our hypothesis and thirteen are 
in favour, i e, 70 per cent of observations are 
in favour of the hypothesis. Thus a habit of 
producing common tea in large quantity had 
developed among the British planters in In¬ 
dia btSore the so-called '*cry of over 
production’. 

Conclusion 

Thus, the cry of over-production was only 
partly justified and the so-called ‘crisis’ was 
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at least partly brought about by the neglect 
of the possibility of expansion of exports in 
new markets. Actually, the difficulty had 
arisen through imprudent investment, in¬ 
efficient management and preference for 
coarse plucking. The sacrifice of quality 
contributed to a fall in the average price 
realised and was responsible for the Indian 
tea industry lagging behind the Ceylon tea 
industry in ternational markets, particularly 
in the UK market. 


Notes 

(The present paper is a part of a chapter of my 
PhD thesis on “The Growth of Industries in 
Eastern India—1880-1910” submitted to the 
Calcutta University under the supervision of 
Amiya Kumar Bagchi. 1 am indebted to Amiya 
Kumar Bagchi for bis valuable suggestions 
which enriched this paper. I am also grateful 
to Nabendu Sen for the corrections made on 
an earlier draft of the paper.] 

1 Per head consumption of tea in the UK rose 
from 1.22 lb in 1840 to 4.30 lb in 1877, when 
Ceylon had just started tea (dantation. (The) 
“Iba Cyclopaedia”, Calcutta, 1881, p 307, 
This book is a volume of selections from 
leading and original articles, correspon¬ 
dence and paper regarding matters of per¬ 
manent interest and value concerning tea 
and tea science. 

2 The Chairman of the India 'Iba Association 
(ITA) in the annual general meeting in 1898 
stated “The progress of the tea industry in 
India has been unparalleled in the commer¬ 
cial history of the country” and strongly 
suggested, “the duty of the British grown 
tea which assisted the revenue of the United 
Kingdom last year to the extent of over 
£ 3,300,(XX) should be removed”. ITA, detail¬ 
ed Report of the General Committee for the 
year ended February 28,1898; and Capital 
(Calcutta) April 11, 1901. 

3 “British government has recognised that 
Indian tea planting conununity is one of the 
most important factors in the Empire and 
their voice is worthy of being hea^ in the 
Council of States”. Capital, May 3, 1893. 
The government of British India offered 
mote easy terms of land settlement in the 
rules of 1861 than the Waste Land Rules of 
1854 to the British planters. Labour Emigra¬ 
tion Legislation Acts of 1863, 1865, 1873, 
1882 and 1901 empowered the British tea 
planters in India to recruit the labourers for 
gardens as indentured labour. The availabili¬ 
ty of land at very low price to the planters 
placed an elastic limit on the size of the tea 
estates. From the very beginning of tea plan¬ 
tation in India both central and provincial 
governments of Bengal and Assam bore the 
major part of expenditure on scientific 
research and were constantly pressed by the 
ITA to increase their annual grants. More¬ 
over, the claims of the agriculture and in¬ 
dustry to representing the planting intoests 
in the Viceroy's Legislative Council were 
recognised by the Indian Council Acts of 
1892, and J Buckingham of Amoogorie Iba 
.Estate was appointed on behalf of the ITA 


in the Council in 1892. iTA aimual reports 
of the Ocneral Committee; from 1882 to 
1910; UK ‘Tmliamentaiy Papers” (pp), 1867, 
vol SO, paper on ’Recruitment of Coolies 
in Assiun or Elsewhere^ pp 6-7; J W Edgar: 
'Report on Iba Cultivation in (UK)’, 1874, 
vol 48, pp 1-26; “Report on Labour Im¬ 
migration into Assam”, Shillong, 1899 
Dewan Chaman Lab “The Coolies: The 
Story of Labour and Capital in India”, 
vol 2, Lahore, 1932, and Amalendu Guha: 
“Planter Raj to Swaraj: Freedom Struggle 
and Etectoral Politics in Assam, 1826-1947”, 
New Delhi, 1977. 

4 Prior to the beginning of tea plantation in 
Ceylon in the 1860s the British had firm 
conviction that due to adverse climate and 
soil tea could neither be cultivated in the 
UK nor in any of her overseas colonies in¬ 
cept India where indigenous tea plant grew 
in abundance in the forest hills of nonh east 
India. 

5 “The Imperial Gazetteer of India”, vol 6, 
Oxford, 1908 (new edition), p 61. 

6 In the tea industry in India sterling capital 
was first invested. Campbell: ‘Tea Planting 
in Assam’, in (UK) pp 1874, vol 48, pp 1-36; 
and Edger: 'Report on Tea Cultivation’, 

pp 1-26. 

7 Edward Money: “Essay on. the Cultivation 
and Manufacture of Tea”, Calcutta 1874 
(second edition), pp 5-7; and Campbell: ‘Tea 
Planting in Assam’, pp 33-34. 

8 Iba which is fermented during the different 
stages of manufacture is called black tea. 
but green tea docs not go any process of 
fermentation and the slow operation of 
natural withering is replaced by the more 
rapid one of steaming. China produced all 
sorts of teas such as black, green, tablet or 
brick tea. Green teas are consumed mainly 
in China, Japan, Formosa and partly in 
America and Middle East countries. Claud 
Bold “Indian Iba”, Calcutta, 1965 (seventh 
edition), chapter 20; C R Harler; “Tea 
Manufacture”, London 1963, chapter 1; 
(UK) pp 1888; vol 76, ‘Moral and Material 
progress and condition of India for 1886-87* 
pp, 1390-91, vol 58; and Capital. March 12, 
1889; July 23, 1895; and July 21, 1897. 

9 From the official figures it is estimated that 
the capital investment per acre under tea 
increased from Rs 337.8 in 1895 to R$ 449.4 
in 1910 (dividing total paid-up capital by 
total land under cultivation). In that case 
initial* capital expenditure to start a tea 
company with 400 acres under tea, which 
was considered standard size, would be 
about Rs 0.13 million in 1895. In com¬ 
parison with the initial oipenditure to start 
one jute or cotton mill unit, the capital re¬ 
quirement to float a tea company was low. 
For paid-up capital of all the major In¬ 
dustries in India see: “Finandai and Com¬ 
mercial Statistics of British India (FCSBI), 
from 1894 to 1906; “Statistics of Briti^ 
India” (SBl) from 1907 to 1911; for land 
under tea see: “Production of Iba in Iii&” 
(FTl), from 1901 to 1906; and “Note on 
Production of Iba in India” (NPTI) from 
1907 to 1911. Regarding the low levd of 
capital apendhure for opening g tea gardm 
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GavMtd Jvily 21,1896 wrotehu bm 
mote money made ovt of tea with test 
original capital than in any other industry”, 
and Capitals May 3, 1893; and 
M K Bamber: "Chemistry and Agriculture 
of Iha including Growth and Manufaaure^’, 
Calcutta, 1893. The average size holding of 
British-owned tea estate in all important tea 
producing centres ewrept Kangra was several 
times bigger than the average size of the 
Indian-owned tea estate The British tea 
planters actually cultivated about one-third 
of the total area they acquired for planta¬ 
tion. Indius held hardly one per cent of 
the total land as follow. Sm "Report on Iba 
Culture in Assam”, Oom 1901 to 1904; and 
“Re^rt on Iba Culture in Eastern Bengal 
and Assam”, from 1905 to 1907. From 1907 
acreage under, tea owned by the two races 
are not given separately. Prior to 1899 such 
separate flgures ate not available. For the 
number of tea estates and their average size 
and the land owned by the British and 
Indian tea planters during 1880-1910 see: 
"Thacker's Indian I^rectory” (Calcutta), 
from 1880 to 1911. 

10 FCSBl, from 1894 to 1906; SBI, from 1907 
to 1911; and "Statistical Abstract for British 
India”, from 1904 to 1912. 

11 PTl, from 1901 to 1906: NPTI, from 1907 
to 1911; "Review of the Tfade of India”, 
from 1906 to 1911; Capital, from 1888 to 
1912; and R S Rungta: “Rise of Business 
Corporations in India; 1831-19(X)”, Cam¬ 
bridge, 1970; Sterling capital is convened 
into rupee @ £ 1 = Rs IS. Average con¬ 
version factor (£ 1 = Rs IS) has been used 
to eliminate differences arising from the 
change in exchange rate. The number of 
sterling companies rose from 4S in 1891 to 
98 in 1905. 

12 "Report on Tea Culture in Assam” from 
1901 to 1904; and “Report on Tea Culture 
in Eastern Bengal and A.s$am", from 1905 
to 1911. 

13 In Assam three rich families (Barua, 
Bezhbarua and Phukon) owned and manag¬ 
ed about 50 per cent of the total Indian- 
owned estates during 1880-1910. In Bengal 
most of the Indian tea planters came from 
educated middle class. The average small 
size holding of the tea estates owned by 
Indians in the tea producing centres of 
Kangra, Kumaun and Madras reveals that 
they also were not persons of rich families. 
See “Thacker’s Indian Directory”, from 
1880 to 1911 and S Mukherjee: ‘Emergence 
of Bengali Entrepreneurship in Iba Plan¬ 
tation in Bengal Districts: 1879-1939, 
“Indian Economic and Social History 
Review”, vol 13 no 4, 1976, pp 487-512. 

14 "Cultivation of Iba in India” (CTl), from 
1885 to 1900, PTI from 1901 to 1906; and 
NPTI, from 1907 to 1911. 

15 CTl from 1885 to 1900; PTI, from 1901 to 
1906, NPTI, from 1907 to 1911; “Report on 
Tea Culture in Assam", from 1888 to 1904; 
“Report on Tea CuHure in Eastern Bengal 
and Assam”, from 1905 to 1911; and 
“Thacker’s Indian Directory”, from 1880 tc 
1911. 

16 In tabulating the Indian ownership 1 have 
taken only those estates for which names 
of the proprietors are available. 1 do not 
consider those estates where proprietor's 
nah)e are referred as thb company’ and they 


were small in number. See 'Thacker's 
Indian Directory”, from 1880 to 1910. 

17 Dividing the tot^ acreage by total number 
of gardens owned by the Britidi and Indian 
planters in each the producing centre 
(Assun Cachar, Chittagong, Chotanagpur, 
Darjeeling, Dehredoon, Dooars, Kangra. 
Kumaun, Madras and Sylhet) we get the 
average sizes of the British and Indian- 
owned tea esutes in 1910. Our ubie (which 
is not reproduced here) shows that the 
average size holding of the tea estates in 
Assam, Dooars and Sylhet owned by the 
British were above 1,100 acreage under tea. 
while that of Indians were 1,82,307 and 415 
acres respectively. The average sizes of the 
British-owned tea estates in Cachar, Chit¬ 
tagong, Chotanagpur, Darjeeling, Dehra- 
doon and Madras were 890,457,269,445, 
362, and 519 acres respectively and that of 
Indians were 302, 113,82,266,318, and 228 
acres respectively under plantations. See 
Thacker’s Indian Directory, from 1880 to 
1911. 

18 "Report on Tba Culture in Assam”, from 
1888 to 1904; and “Report on Tba Culture 
in Eastern Bengal and Assam”, from 1905 
to 1911. 

19 Ibtal area of land held by the planters 
during 1885-89 was 951,263 acres of which 
211, 301 acres were brought under cultiva¬ 
tion, and during 1906-10, of the total 
13,93,441 acres acquired by the planters only 
4,33,113 acres were planted. See “Report on 
Tea Culture in Assam” from 1888 to 1904; 
and “Report on 'fta Culture in Eastern 
Bengal and Assam”, from 1905 to 1911. 

20 CTl, from 1885 to 1900; PTI from 1901 to 
1906; and NPTI, from 1907 to 1911. 

21 Sir Percival Griffiths: "The History of the 
Indian Tba Industry”, London, 1967 p 164. 

22 It is evident from government repons that 
between 1888 and 1910 (except for 1900 
whose-date are not available) total 221 
gardens were newly opened in eastern India, 
but thb number of gardens amalgamated, 
closed or removed and abandoned were 191, 
132 and 42 respectively. It shows that while 
the annual average of newly opened gardens 
were 10 during 22 years, the average amalga¬ 
mation, closed or removed and abandoned 
were 9.6 and 2 respectively per annum 
“Report on Tba Culture in Assam”, from 
1888 to 1904; "Report on Tba Culture in 
Eastern Bengal and Assam” from 1905 to 
1911; and Capital March 30, 1892: July 2. 
1895; July 21,1896; December 23,1896 and 
April 7, 1897. 

23 Based on official date we have prepared two 
tables (not reproduced here) on the amount 
of tea produced by different tea producing 
areas and their shares in the production of 
eastern India between 1885 to 1910. Source: 
CTl, from 1885 to 1900; PTI, from 1901 to 
1906; and NPTI, from 1907 to 1912. 

24 The planters found that a tea shoot of three 
leaves and a bud weighted almost double 
that of two leaves and a bud, and such 
plucking gave about 25 per cent more 
annual crop than the fine plucking of two 
leaves and a bud. This percentage might in¬ 
crease upto 50 per cent with more'coarse 
plucking and consequently resulted in a 
gradual fall in quality. C R Harler: “The 
Culture and Marketing of Tba”, London, 
1956 (second edition), pp 153-154. 


25 banters through hit-and-miss method came 
to know that the amount of outturn or high 
quality or outstanding flavour was mostly 
dependent on selection of jats suitable to 
climate soil and altitude and method of 
plucking (fine or coarse). While the forcing 
climate (lust and humid) and soil of Assam 
was most ideal for indigenous Assam jat to 
produce higher outturn, the cold climate 
and soil of Darjeeling suited best to China 
jat with a lower rate of production per acre. 
Only in Jalpaiguri per acre outturn was 
highest of 574.8 lbs in 1906-10. Poor per¬ 
formance of many early established tea 
esuites in Darjeeling was due to wrong selec¬ 
tion of slopes on the foot hills for planta¬ 
tion. Money (1874), Chapters 3 to 9; Harler 
(1956), chapter 3; Bold (1965), pp 64, 
128-29, 131, 221, and 413; ‘The Story of 
India Tea”, 1930 (the name of the author 
and place of publication is not available as 
the front pages are torn out. The book is 
available in the National Library, Calcutta), 
ch 1; “Report of the Ad-Hoc Committee on 
Tba”, Calcutta, 1957; George Watt: “Dic¬ 
tionary of the Gnomic Products of India”, 

Vol 2, 1972 (second reprint), pp 65-68, 
William Uker; “All About Tba”, Vol 1, New 
York, 1935, chapters 14 and 19; “Tba 
Cyclopaedia”, part 3 and 4; “Notes on Tba 
in Darjeeling” (written by a planter), Dar¬ 
jeeling, 1881, chap 3: J B White: The 
Indian Tea Industry: Its Rise, Progress 
during 50 Years and Prospects Considered 
from a Commercial Viewpoint’, Journal oj 
the Society of Arts, Vol 35, 1887; PTI, from 
1901 to 1906; and NPTI, from 1907 to 1911. 

26 “Annual Statement of the TYade and Navi¬ 
gation of British India with Foreign Coun¬ 
tries and of the Coasting TVade of the 
Several Presidencies and Provinces” 
(ASTNBIFC), Vol 1 from 1879 to 1891. 

27 Cupitai, July 21, 1897. 

28 PTI. 1901. 

29 SBI. 1907. 

30 NPTI, 1908. 

31 See “Review of the Trade of India” by J E 
O’Conor, from 1884 to 1898. 

32 Ibid. 

33 Hsiao Liang-lin: “China’s Foreign TVade 
Statistics, 1864-1949” Havard University 
Press 1974, pp 117-21; PTI, from 1905 to 
1906; and NPTI, from 1907 to 1911. 

34 “The Story of Indian Tea”, pp 54-55. 

35 Before 1886 there were sporadic and tran¬ 
sient attempts to advertise Indian tea, but 
real co-operative effort to advertise Indian 
tea in America was started in connection 
with the Chicago Exhibition of 1893. India’s 
co-operative publicity campaign began at 
Brussels Exhibition in 1888, while it was 
started in C^lon in 1879. From 1894 Britidi 
tea planters of India and Ceylon jointly 
started to push sales of their teas in 
America. Meanwhile, India’s voluntary 
foreign market (market which developed - 
without any special effort on behalf of the 
Indian tea industry) was meeting with less 
and less support and agitation began really 
about 1897 in favour of cess, the proceeds 
of which would be used for market develop-, 
ment. In 1899 India discontinued all pro¬ 
paganda in America except for some general . 
advertising bf India lea with that of Ceylon > 
tea in the newspapers only, for which a con- * 
tribution was made by the planters to the . 
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Ceylon fund. Sec ITA, annual tepom of the 
General Conunittee, from 1882 to 1911, and 
J M Scott: “The Tfca Story”, (xrndon. 1964, 

p 186. 

36 See ASTNBIFC, from 1880 to 1911. 

37 “The great success that wa.s attended by 
Ceylon planters upto date has been their 
shoulder to shoulder policy, and we venture 
to say that, had a cut-and-doing-in manager 
style been adopted by them, their Indian 
brethren would not have had such serious 
rivals as they have turned out to be". 
Capital, August 25, 1896: see also Capital, 
July 27, 1898; May 31,1900. Regarding the 
fall in quality of Indian tea Capital, 
September I, 1896 wrote “The production 
of Broken Pekoe shipped from India has, 
during the present season, exceeded the 
demand, chiefly because this class of tea has 
been too extensively mixed with Fannings, 
the quantity thus materially increased at the 
expense of quality". 

38 Capital, June 23,1898 wrote “Low exchange 
rate is killing the industry". However, the 
remat ks of the Viceroy in closing the debate 
may be mentioned: “It was conclusively 
proved before the (currency) commission (in 
London 1898) that the depression in the in¬ 
dustry was not due to the closing of Mints 
by the government of India, nor the fiscal 
policy of the Chancellor of the Exchequer 
in raLsing the tea duty, but to over-consum¬ 
ption and over-production”. Capital, March 
14, 1901. 

39 Capital, July 21, and September 15, 1898, 
February 21, April II, and June 24, 1901. 

10 The sliding scale was based on the average 
price of tea in 1900: (1) 7d or 6 annas per 
lb gross and under, to reduce output by 10 
per cent; (2) over 7 to 9d or 6 to 8 annas 
per lb gross inclusive, to reduce output by 
IVi per cent: (3) over 9 to lid or 8 to 10 
annas per lb gross inclusive, to reduce out¬ 
put by 5 per cent and (4) over lid or 10 
annas per lb exempt reduction in output was 
optional. See Griffiths (1%7), pp 151-52. 

41 See Ihble 3. 

42 Capital, July 11, 1901. 

43 jat of tea means progeny of a particular 
seed grown, not of any distinct race, type 
or variety. It indicates the progeny of the 
tea plants growing wild in any particular 
area of a country and are named by the area 
of the country such as, China jat, Assam 
jat, Cambodian jat, Burma jat and Mani- 
puri jat and a hybrid—a cro.ss between any 
of the first three jats. But alt are quite dif¬ 
ferent species of the same plant. After the 
discovery of Assam jat in 1832, tea was 
found growing apparently wild in the Naga 
Hills, in the Lushai Hiils, in Burma and in 
Manipur. Stiefenhagen brothers first esta¬ 
blished tea seed garden with Manipur jat 
in Calcutta in 1880. George Watt while 
visiting tea districts of north east India bet¬ 
ween 1885 and 1890 recognised the vigour 
of Manipuri jat and quality of Assam jat. 
From the early days of tea cultivation in 
India British planters of their own ex¬ 
periments and experiimee acquired the 
knowledge that the cold climate and soil of 
Darjeeling although make the growth of the 
plant slow but suit best to China jat and 
produce a good quality tea of high flavour 
while the high temperature, humidity and 
soil of Assam fit well to indigenous Assam 


jat and increased output of good liquor tea 
but quality declines. C A Brace: 'Rqxxt on 
the Manufaaure of Ika and on the Extent 
and Produce of lha Plantation in Assam’. 
Journal of the Asiatic Socieiy of Bengal, 
vol 8, No 39,1839, pp 497-526; White; “The 
Indian 1ba Industry: Its Rise Progress", etc; 
H H Mann: 'The Early History of Indian 
Iba Industry in North East India’, reprinted 
from Bengal Economic Journal, Calcutta, 
1918; “Tea Cyclopaedia; Notes on Tea in 
Darjeeling", Watt (1972), vol 2, pp 65-75; 
and Bold (1965), chapters 4, 5, 8 and Ap¬ 
pendix II. 

44 Harler (1963), p 14. 

45 Generally one garden labourer (the pluckers 
were mostly women) could pluck 40 to 60 
pounds of green leaf a day, see Scott (1964), 
p 168. But on a compact high yieldii^ 
garden, where fine plucking is not insisted 
on the pluckers could pluck larger quantities 
of green leaf than on a scattered low 
yielding garden. 

46 See “Index Numbers of Indian Prices: 
1861-1918", Calcutta, 1919, Tabic V. 

47 (UK) pp, 1877, vol 63. 

48 Griffiths (1967), p 123. 

49 "Tea Planter’s Vade MIeeum”, Calcutta, 
1885, p 118. 


30 ITA, “Report of General Committeef, for 
the year ended February 28, 1885, pp 29-30. 

51 Griffiths (1967), pp 141-42. 

52 ITA, “Re^rt of the General Committee", 
for the year ended February 28, 1900, 

53 Ibid, Detailed Report of the General Com¬ 
mittee, for the year 1904, p 9. 

54 “Tia Planter’s ^de Meeum”, p 118. 

55 Capital, March 12, 1889, a circular refer¬ 
red to Capital's correspondent's ’Financial 
Notes' from London. 

56 Ibid, April 6, 1889. 

57 CTt, from 1885 to 1900, PTI, from 1901 to 
1906; NPTI, from 1907 to 1911, 
ASTNBIFC, from 1978 to 1911; “Index 
Numbers of Indian Prices: 1861-1918”; and 
(UK) pp; see 'Statement Exhibiting the 
Moiid and Material Progress and Condition 
of India’, from 1876 to 1911. 

58 “Index Numbers of Indian Prices: 
1861-1918" 

59 Years when average price declines are not 
taken into account. That leaves only 14 
years with 42 observations of which 28 
observations go in favour of our hypothesis. 
12 observations go against our hypothesis, 
and 2 observations stand neutral. See 
Table II 
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Indian Judicial Renascence 

The Lines Not Crossed 

Anil Nauriya 

T^o judgments delivered by Chief Justice Bhagwati on his last day in office are of more than ordinary significance. 
The judgments in the Bihar Ordinances Case and the Shriram Case indicate certain limits that the Supreme Court 
has set for itself in what may broadly be described as public interest litigation, or social action litigation, which 
has developed fast and deep in the last nine years. 

The scope and reach of public interest litigation varies according to which authority or person is involved as 
delinquent or defaulter. In the Bihar Ordinances Case, the authority primarily concerned was the state of Bihar. 
The repromulgation of ordinance?, without bringing them before the legislature, was doubtless reprehensible, but 
the constitutional issue was the extent to which the Supreme Court could scrutinise and, if necessary, assail the 
subjective satisfaction of the governor that the ordinances in question were necessary. As it turns out, the court 
has not sought to decide this point at all, but has skilfully skirted it. 

Constraints of a different kind emerge when the court must directly erf one the public interest against a private 
'person' or corporate body. The Shriram Case falls partly in this category. The point decided by the constitution 
bench in December concerned the applications made for compensation to those effected by the escape of gas. 
Here the court chose not to express any final view on whether the Shriram unit could be compelled to give 
compensation to the claimants by an order of the Supreme Court in exercise of its writ jurisdiction. 

During his judicial tenure Justice Bhagwati contributed much to the retrieval of the Article 32 jurisdiction at 
least as against government-controlled corporate bodies, which was an advance on the more restrictive view taken 
by the court in earlier years. However, when the opportunity presented itself to extend the ambit of Article 32 
to cover privately-owned ‘public limited’ companies, the constitution bench of the Supreme Court cho.se to draw 
a line. 


I 

A Fn'liminary Taxonomy 

TWO ol‘ the judgments delivered by Chief 
Justice Bhagwati on his last day in office are 
of more than ordinary significance. The 
judgments in the Bihar Ordinances Case and 
the Shriram Case indicate certain limits that 
the Supreme Court has set for itself in what 
may broadly be described as Public Interest 
I.iiigation, or Social Action Litigation, 
which has developed fast and deep in the last 
nine years. This litigation can be categorised 
in various ways if it is examined from the 
point of view of the area coveted or content 
of each case. The Bihar Ordinances Case, 
filed by D C Wadhwa, was essentially con¬ 
stitutional in nature, while the Shriram Gas 
Ixak Case (M C Mehta versus the Union of 
India and others) had implications for the 
future contours of environmental law in the 
country. Thus so far as the subject matter 
of the cases is concerned, there is no distinct 
category of ‘Public Interest Litigation’. It is 
important to be clear about this because 
such litigation is often treated as though it 
represented an entirely new area, hitherto the 
legitimate domain of some other authority 
or person, having been suddenly taken over 
by the court. What is distinct about public 
interest cases is that these involve the vindi¬ 
cation of something more than a mere 
private right or claim; their outcome affects 
the well being and interests of a larger 
number of persons, usually a specifically 
defined group whose legal rights are taken 
up for judicial determination. Such litiga¬ 
tion can more usefully be categorised and 


understood according to the nature of the 
authority or person at whose ‘expense* or as 
against whom the public interest in question 
is sought to be vindicated. If a public 
authority, such a person may be further sub¬ 
classified into civilian-governmental, 
military, or public corporate authority. On 
the other hand, the person in question may 
be a private individual, such as a labour 
contractor or a quarry owner; or the person 
may well be a private corporate body. 

The scope and reach of public interest 
litigation varies (with certain exceptions such 
as those involving the issuance of the writ 
of habeas corpus) according to which of 
these authorities or persons are involved as 
delinquents or defaulters. In Wadhwa’s case, 
the authority primarily concerned was the 
State of Bihar. The stratagem of repromul¬ 
gating ordinances, without bringing them 
before the legislature, was doubtless repre¬ 
hensible. But the constitutional nicety 
involved in the Supreme Court being able 
to make such a declaration was the extent 
to which the court could scrutinise and, if 
necessary, assail the subjective satisfaction 
of the governor that the ordinances in ques¬ 
tion were necessary. As it turns out, the court 
has not sought to decide this particular point 
at all, but skilfully skirred it by founding its 
judgment on certain general propositions 
concerning the role of the legislature and the 
utilisation of the limited legislative power of 
the governor. To these general propositions, 
the court has itself supplied equally general 
exceptions. Such cases, where govenimental 
authority, more particularly constitutional 
authority, is the defaulter usually contain a 
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political element. Judicial tight-rope walk¬ 
ing which cannot always be avoided, results 
from a pragmatic and non-confrontationist 
view of the Court’s role—a view which docs 
carry weight with most persons involved in 
the judicial process whether on the Bench 
or at the Bar. This sets limits to the extent 
to which pubKc interest can be asserted in 
such cases. The limits vary depending upon 
the specific authority concerned and even 
the nature of the issue in dispute. If the 
activities of the a'med forces are in ques¬ 
tion, the limits would be quickly reached. 
If, on the other hand, what is in issue is the 
action not of government per se but of, say, 
a public sector organisation, the judiciary 
allows itself considerably greater fr^om of 
action. Where public interest litigation 
involves relief at the cost of a private 
‘person’, the superior judiciary has a two¬ 
fold approach. It is at its liberal best when 
a governmental regulatory authority is posi- 
ti .'ncd as an intermediary between the court 
an.! the private ‘person’ concerned. Thus the 
.Supreme Court broke fresh ground in the 
Bandhua Mukti Morcha and Asiad Workets 
cases by directing the governmental authori¬ 
ties concerned to vindicate the interests of 
labour as against those contractors who kept 
them bonded or prevented them from receiv¬ 
ing the statutory minimum wage. 

But constraints of a different kind emerge 
when the buffer of an intermediary govern¬ 
mental agency is absent and the court must 
directly enforce the public interest or the 
interests of a determinate class of deserving 
individuals as against a private ‘person’ or 
corporate body. M C Mehta’s case falls 
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partly into tins category. The substantive 
relief originally demanded in the writ 
petition—^the relocation of the Shriram 
Foods and Fertiliser Industries plant, owned 
by DCM Ltd—can, of course, be granted 
through a directive issued directly to Delhi 
Administration, and is still pending before 
the court. But the point decided by the Con¬ 
stitution Bench in December concerned the 
applications subsequently made for compen¬ 
sation to those affected 1^ the escape of gas. 
This was a demand enforceable directly as 
against DCM Ltd and its Shriram unit. As 
it happens, the court chose not to express 
any Hnal view on whether the Shriram unit 
could be compelled by an order of the 
Supreme Court in exercise of its writ juris¬ 
diction to give compensation to the 
claimants. The emphasis in the judgment is 
rather on the laying down of certain general 
principles of liability which, of course, are 
helpful in advancing the law on the subject. 

But, as we shall seek to show below, the 
full extent and magnitude of the power 
plainly conferred upon it under Article 32 
has bMn curtailed in important respects 
through past practice and interpretation by 
the court. And Chief Justice Bhagwati’s 
judgment does not revise this practice or 
reverse this interpretation. It is necessary to 
acknowledge at this point that the former 
Chief Justice has contributed much during 
his judicial tenure to the retrieval of the 
Article 32 jurisdiction at least as against 
government-controlled corporate bodies, 
which was an advance on the more restric¬ 
tive view taken by the court in earlier years. 
It is when the opportunity presented itself 
to extend the ambit of the Article in ques¬ 
tion to cover privately-owned ‘public limited’ 
companies, that the Constitution Bench of 
the Supreme Court drew a line, albeit 
tentatively. 

II 

The Wadhwa Case 

The expression Ordinance-Raj received 
wide current^ during the Second Great War 
when the colonial government ruled through 
ordinances which themselves had, for all 
practical purposes, the status of legislative 
enactments and were of a lasting nature. In 
more recent times, the expression was used 
to refer to the tendency on the part of the 
central and, state governments to issue 
ordinances when the legislature was not in 
session. This practice was in particularly bad 
odour whenever the ordinances in question 
were issued on the very eve of the com¬ 
mencement of sessions of the legislature. 
Wsdhwa’s case did not refer to this, m(»e 
recent, variety of Ordinance-Raj. The 
blatant use of the ordinance-making power 
which bad become endemic in Bihar is more 
reminiscent of the British colonial version. 
The Bihar stratagem, designed to give 
ordinances the same quasi-permanent 
character, was exceedingly simple Instead of 




replacing an ordinance through an Act of 
the state legislature within the stipulated 
period of six weeks after reassembly of the 
legislature, the ordinances would be re- 
promulgate shortly before these would have 
otherwise expired. Since, constitutionally 
speaking, the maximum period of time that 
may be allowed to elapse between sessions 
of the legislature is six months, the maxi¬ 
mum period for which an ordinance may 
remain alive is six months plus the six weeks 
after reassembly of the legislature within 
which it may be enacted as an Act. But with 
the device of repromulgation the Bihar 
governor would seek to give the ordinance 
a fresh lease of life as though it were a new 
ordinance. This process of repromulgation 
was repeated a number of times in respect 
of many ordinances which were thereby kept 
alive for several years. Through this subter¬ 
fuge, the governor, that is, the state council 
of ministers, would more or less replace the 
legislature. Sessions of the legislature can 
then be reduced to the minimum constitu¬ 
tionally necessary for considering the budget 
and complying with the requirement that not 
more than six months may elapse between 
sessions. 

But if the council of ministers enjoys 
majority support in the legislature, why 
should this practice at all be necessary? This, 
incidentally, was Bihar’s unique answer to 
the problem which has partly contributed to 
the voicing of the demand for a presidential 
form of government at the centre: The pro¬ 
blem consists in the executive arm of govern¬ 
ment Hnding the legislative wing an un¬ 
necessary and troublesome nuisance. Even 
if the council of ministers enjoys majority 
support in the legislature, a parliamentary 
forum can be a source of much anxiety. 
Various issues are liable to be publicly raised 
and reported on. This niters down to the 
people who start asking questions and 
reacting to events. Such reactions find their 
way back to the legislators who become 
jumpy, volatile and mercurial. (It is not 
purely coincidental that the practice of 
repromulgation in Bihar became rampant 
after 1967.) The very existence of the coun¬ 
cil of ministers comes to be jeopardised 
(anti-defection law or no anti-defection law). 
So why not cut the torturous umbilical cord 
between the executive and the legislature and 
reduce their interaction, or the dependence 
of the First on the second? 

In Wadhwa’s case, the Hrst question that 
arose was: who was the venerable professor 
to draw attention to the Bihar practice 
anyway? In fact, he was careful enough to 
have secured the co-operation of other 
tioners who were directly affected by^the 
ordinance in Bihar. But in regard to 
Wadhwa’s own locus standi, the court has 
held that it is the right of every citizen to 
insist that he should be governed by laws 
made in accordance with the Constitution 
and not laws made by the executive in viola¬ 
tion of the Constitutional provisions. The 


point mgy seem idf-evident. But in the past 
courts have tended to dismiss petitions filed 
for the purpose of vindicating a genenU 
point of law, on the ground that the case 
disclosed no cause of action. The court’s 
observations regatding the locus standi of 
D C Whdhwa (as distinct from other peti- 
tionen in the same case), and the maintain¬ 
ability of the petition, are an advance on the 
discussion on locus standi in the Judges’ 
Case (1982 (2) Supreme Court Reports 36S) 
and in the Asiad Workers’ Case (1983 (I) 
Supreme Court Reports 436). In those caui 
there was a definite injury caused to certain 
persons and the point at issue was whether 
someone else could bring an action on their 
behalf. In Wadhwa’s case the court has 
touched upon another aspect of the pro¬ 
blem. Where there is a general question of 
law which needs to be decided in order to 
ensure that citizens are governed by laws 
made in accordance with Constitution, the 
court will, to go by the Wadhwa ruling, 
entertain such a petition and decide the 
question. The Supreme Court has indicated 
in the present case that Wadhwa’s petition 
was being entertained particularly because 
his primary grievance did not pertain to a 
specific ordinance, but to the practice of 
repromulgation, and observed that Widhwa 
was seeking no more than the 'vindication 
of public interest’. 

The court has been careful to observe that 
it was not going into issues related to 
whether the conditions precedent for the 
exercise of the power of the governor under 
Article 213 existed or not. There is a succes¬ 
sion of decisions of the Supreme Court (and, 
before it, of the Privy Council) to the effect 
that the existence of the conditions prece¬ 
dent would not ordinarily be open to judicial 
scrutiny, the president or the governor as the 
case may be, being the ‘sole judge* of 
whether it is necessary and proper to issue 
an ordinance. Without appearing to do so, 
the court has nevertheless made an incur¬ 
sion intothe doctrine that it could not 'go 
behind’ the satisfaction of the governtu'. The 
judgment however proceeds on a general 
expression of the principle that the powers 
of the legislature cannot be allowed to be 
encroached upon by the governor. Even so 
the executive has still beoi left with an escape 
route, for the court has tnld that diere could 
be a situation in which repromulgation of 
an ordinance may be necessary. The Con¬ 
stitution Bench has observed: 

Of course, there may be a situation where 
it may not be possible for the goveriiraent 
to Introduce and push through' in the 
legislature a bill containing the same provi¬ 
sions'as in the ordinance^ because the 
legislature may have too much legislative 
business in a particular session or the time 
at the disposal .of the legislature ih a par¬ 
ticular session may be short, and in tint 
event, the governor may legitimate find that 
it is necessary to repromulgate the ordinance 
Where such is the case ttmromulgation of 
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the ordinance may not be open to attack. 

So the court has not held that all cases 
of repromulgation of ordinances would be 
bad in law. Only successive repromulgation, 
indulged in as a practice, would be un¬ 
constitutional. That is to say, though the 
court has chosen not to put it quite that way, 
the ‘conditions precedent', or the subjective 
satisfaction of the governor that the re¬ 
promulgation is necessary, would be a.ssail- 
able in some cases. Since this does involve 
judicial determination, it amounts, even 
though the court has baulked at the sug¬ 
gestion, to subjecting gubernatorial ‘satisfac¬ 
tion* to judicial scrutiny. In effect, therefore 
the court has upheld thm contradictory and 
inconsistent propositions. The first, that the 
subjective satisfaction of the governor as to 
V nether an ordituuice is necessary remains 
outside judicial scrutiny. The second, that 
in some cases repromulgation may be con¬ 
stitutionally justifiable, and finally, that 
successive repromulgation would be bad. If 
the first and second propositions are main¬ 
tained, it is difficult to see how the third can 
stand. This is judicial creativity combined 
with judicial coyishness. It should not be 
assumed that we are deploring this pheno¬ 
menon, for a restrained form of judicial 
artistry may well be neccs.sary if the court 
is to uphold essential democratic principles 
and yet survive. 

Ill 

The Shriratn Case 

It is in the second case, concerning DCM 
Limited, that the court may be said to have 
been exceedingly halting, tentative and 
perhaps over-cautious. In fact, this judg¬ 
ment, while advancing the law in some 
respects, nevertheless leaves substantial and 
crucial constitutional and legal issues either 
undecided or in a rather unsatisfactory state. 
The case arose initially out of the concern 
expressed by some experts about the nature 
of the safety precautions in DCM’s SFFI 
plant at Delhi. The petitioner thereupon 
filed a wri* petition seeking, inter alia, 
relocation of the plant. While this petition 
was pending, there was an escape of 
oleum gas from the plant on December 4 
and 6, 1985. At this point the Delhi Legal 
Aid and Advice Board and the Delhi Bar 
Association filed applications for compen¬ 
sation to persons affected. After some hear¬ 
ing in December 1985 and subsequently, the 
court passed an order in February 1986 on 
allowing the company to restart some of its 
plants, subject to certain conditions. How¬ 
ever, the question of compensation gave rise 
to issues which, on account of their constitu¬ 
tional importance, were referred to the Con¬ 
stitution Bench of the Court. The judgment 
delivered in December 1986 was concerned 
with these issues. The question of relocation 
remainspending and is to be decided by the 
division bench after the matter goes back to 
. it on Fbbruary 3, 1987. 


The first point of significance in the judg¬ 
ment delivered in December 1986 concerns 
the role of ‘intervenors’ in petitions seeking 
enforcement of fundamental rights. The 
court has held that applications for compen¬ 
sation, filed through the intervenors, cannot 
be thrown out merely because the writ peti¬ 
tion was not amended to include a claim for 
compensation. Thus the bringing of an 
action to enforce fundamental rights may 
now arguably be said to include an ‘inter¬ 
vention’ in a related case that may be pend¬ 
ing. While in the past, ‘interventions' had 
to be confined to the specific issues raised 
in the main petition, an intervention can now 
serve to extend and expand the scope of the 
writ proceeding itself. The judgment has 
also gone a long way to define the respon¬ 
sibility of enterprises carrying on ‘hazar¬ 
dous’ or ‘inherently dangerous' activity for 
private profit, in the Ryland v Fletcher rule, 
evolved in England in 1866, a strict liability 
was laid down in respect of a person who 
brings on to his land and stores there any¬ 
thing likely to cause damage. Over the years, 
British courts have evolved certain qualifica¬ 
tions and exceptions to this rule. The 
Supreme Court of India has now gone 
further and specified an absolute liability, 
unrestriced by any of the exceptions relating 
to the Ryland v Fletcher rule. The court has 
held that this liability must be treated as part 
of the social cost for carrying on the hazar¬ 
dous or inherently dangerous activity for its 
proftt. It has pertinently pointed out that the 
enterprise alone has the resources to discover 
and guard against possible dangers and 
provide warning against them. 

So far as abstract principle is concerned 
the court can be said to have gone still 
further. It has not only spoken of the liability 
being absolute but has also imposed upon 
such an enterprise the positive “non¬ 
delegable duty to the community to ensure 
that no harm results to anyone on account 
of the nature of the activity which it has 
undertaken”. The court has also laid down 
a progressive system of compensation, in 
which the “larger and more prosperous the 
enterprise, the greater must be the amount 
of compensation payable by it for the harm 
caused...” The main issue that the Constitu¬ 
tion Bench was called upon to decide, 
however, was: could the Supreme Court 
make an order under Article 32 directing a 
private company to pay compensation in 
case of damage or injury caused to a large 
number of persons or, extension, in the 
case of a mass disaster, as in Bhopal? 

Article 32 empowers the Supreme Court 
to issue directions or orders or writs for the 
enforcement of the rights concerted by 
part Ill of the constitution. Some of the 
rights conferred are in relation to the exer¬ 
cise of state power. Article 12 defines sure 
to include (uiiless the tem otherwise requires) 
the govRnment and parliament of India and 
the government and the legtslature of each 
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of the states, and all local or other authori¬ 
ties within the territory of India or under 
the control of the government of India. 

Thulitionally. the Supreme Court has 
appeared to act on the assumption that writs 
issued under Article 32 cannot be directed 
against private individuals. However, there 
is a grey area and conflicting remarks have 
been made in past judgments. The position 
is especially ambivalent in relation to 
Articles 15(2), 17,21,23 and 24 all of which 
are included in part III. 

Article 15(2) provides that no citizen shall, 
on grounds only of religion, race, caste, sex, 
place of birth or any of them be subjected 
to any disability, liability, restriction or con¬ 
dition in regard to such matters as access to 
public places, wells and bathing ghats. 
Article 17 states that untouchability is 
aboiished and its practice in any form for¬ 
bidden. Article 21 concerns the protection 
of life and personal liberty and has received 
a wide judicial interpretation in recent years 
so as to include the right to livelihood and 
human dignity. 

Article 23 prohibits traffic in human 
beings and forced labour. Article 24 pro¬ 
hibits employment of children in factories, 
mines or other hazardous employment. In 
the Asiad Workers Case (1983(1) Supreme 
Court Reports 456), the Supreme Court kept 
open the po.s3ibility that Articles 17,23 and 
24 may be enforced even against private 
individuals wherever it may be necessary. 
Articles 21 too, it may be noticed, contains 
no restrii.tion confining its enforceability 
only as against the ‘state’. 

There is yet another basis for the view that 
writs under Article 32 would lie against 
private individuals as well. The judgment in 
the habeas corpus case delivered by the 
Supreme Court in 1976 set out the position 
that Article 21 (which provides that no 
person shall be deprived of his life or per¬ 
sonal liberty except according to procedure 
esublished by law) was the sole repository 
of the right to life and liberty. A question 
that then arises is whether in case of, say, 
a private arrest conducted by a private 
individual, that private individual would be 
out of the teach of the writ jurisdiction of 
the Supreme Court. Since S 43 of the Code 
or Criminal Procedure provides for private 
arrest in certain cases, it would be anomal¬ 
ous if such private parties were beyond the 
reach of Aiticle 32. in fact it would leave 
no original remedy in the Supreme Court 
against such arrest. The attention of the 
Supreme Court was repeatedly drawn also 
to Article 142 of the constitution of India, 
which states that the Supreme Court, in the 
exercise of its jurisdiction, may pass such 
decree, or make such order, as is necessary 
for doing compiete justice: It would appear 
on this reading, that the power of the 
Supreme Court is unrestriaed once a matter 
has come up before it. It would thus be 
entirely within the power and jurisdiction of 
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the Supreme Court to make an order laying 
down special procedures for trial of cases 
involving mass disasters such as the Bhopal 
Case as also to make orders granting com¬ 
pensation in exercise of its writ jurisdiction. 

The court, however, chose to overlook 
these arguments and proceeded on the impli¬ 
cit premise that the question whether a 
private corporation was subject to the con¬ 
stitutional limiutions of fundamental rights 
was identical to the question whether the 
private corporation concerned fell within the 
ambit of Article 12 (which deflnes ‘state*). 
Thus, it assumed that Article 32 could 
resorted to only to enforce a right as against 
the 'state*. In accordance with this, the court 
observed with even greater ambivalence than 
is to be found in Wadhwa’s case; 

Prima facie, we ate not inclined to accept 
the apprehensions of learned counsel for 
Shrirara as well founded when he says that 
our including within the ambit of Article 12 
and thus subjecting to the discipline of 
Article 21, those private corporations whose 
activities have the potential of affecting the 
life and health of the people, would deal a 
death blow to the policy of encouraging and 
permitting private entrepreneurial activity 
(emphasis supplied). 

As against this prima facie view, the court 
went on to observe in the same judgment: 

Since we are not deciding the question as 
to whether Shtiram is an authority within the 
meaning of Article 12 so as to be subjected 
to the discipline of the fundamental right 
under Article 21, we do not think it would 
be justified in setting up a special machinery 
for investigation of the claims for compen¬ 
sation made by those who allege that they 
have been the victims of oleum gas escape 
(emphasis supplied). 

Thus both in its prima facie view and in 
its summing up, the court went on the 
footing that the protection of Article 21 
could be obtained only as against an 
authority which came within the definition 
of ‘state*. 

On account of this implicit assumption 
made by the court, the claimants were left 
to pursue the remedy of civil suits to be filed 
“in the appropriate court”. There is some 
confusion ^so about whether these applica¬ 
tions are to be filed in the High Court. 
Although the High Court has been requested 
to nominate a judge for adjudicating upon 
the claims, to be filed within two months of 
the judgment, there is no mention of claims 
which had earlier been Hied with the metro¬ 
politan magistrate on the direction of the 
court. 

However that may be, it is submitted that 
the approach adopted by the court over the 
years is erroneous. Neither Article 32 which 
empowers the Supreme Court to issue writs 
for enforcement of fundamental rights, nor 
Article 21 which protects life and personal 
liberty (and now due process as developed 
in the liKttan comrxt 1^ the Supreme Court) 
contains uiything which restricts iu applica¬ 


tion or enforcement to authorities which 
could be subsumed under the category of 
‘state* under Article 12. It is purely by a pro¬ 
cess of judicial self-limitation that Article 
32 has been restricted in its application to 
governmental or public authorities. In fact 
there are passing remarks in Kharak Singh’s 
Case (1964(1) Supreme Court Reports 332), 
decid^ by six judges of the Supreme Court, 
which point to a wider interpretation of 
Article 21 that should make it enforceable 
against private persons as well. In that case 
the court held that freedom from' ‘false 
imprisonment* is included in Article 21. 
Since ‘false imprisonment’ is a ‘term of art’ 
(including within it imprisonment by a 
private person), it follows that Article 21 
must necessarily be enforceable against a 
private individual as well. But this was not 
carried to its logical conclusion. 

Viewed in a larger perspective it is to be 
regretted that the court has continued to 
mainuin the near-exemption to private 
persons, including private corporations, 
from the enforcement against them of the 
fundamental rights chapter. Private business 
circles often make a pointed grievance of the 
faa that the public sector is exempt from the 
operation and discipline of laws like the 
Monopolies and Restrictive Trade Practices 
Act. Whatever one may think of this exemp¬ 
tion, the near-total exemption of the private 
‘sector’ from the enforcement against it of 
the fundamental rights guaranteed by the 
constitution is an enormity which passes 
comparatively unnoticed. 

It cannot be entirely accidental that the 
private seetpr has traditionally escaped also 
the rigour of Article 226 of the constitution. 
Article 226 gives to the High Courts a power 
similar to, but wider than, the power of the 
Supreme Court to issue writs, directions or 
orders. Article 226 is wider in that it 
specifically includes the power to issue writs 
to any person or authority. Further, while 
Article 32 is meant only for the purpose of 
enforcement of fundamental rights. Article 
226 may be resorted to not only for that pur- 
po.se but also, in addition, for ‘any other 
purpose*. Yet the High Courts divested 
themselves of the amplitude of this power 
on the very morrow of the adoption of the 
constitution which conferred it upon them. 
The Madras High Court held (In re: 
Nagabhushan Reddy. AIR 19S1 Mad 249) 
that writs under Article 226 would be issued 
only to authorities which had statutory 
authority that is, had the colour of the ‘state*. 
This jud^ent, based on &iglish precedents, 
provided the cue to other High Courts. 
Before long, it came about that if one sought 
enforcement of a fundamental right against 
a private person (or private corporation) one 
was (barring a limited exception made in the 
High Courts in case of the writ of habeas 
corpus) almost laughed out of court. The 
fhndamental error of such a position is that 
it overlooks the plain words of Articles 32 


and 226. It also overlooks the true nature 
of the statutory position that (privately 
owned) ‘public limited* companies enjoy in 
India. It bears stressing, for example, that 
the Land Acquisition Act 1894 enables land 
to be acquired by the state for the purpose 
of public limited companies (even if these 
public limited companies be privately 
owned). Such acquisition has been upheld 
by the Supreme Court of India in R L Arora 
vs state of UP (1964) 6 Supreme Court 
Reports 784. Thus the power of eminent 
domain, which is an attribute of sovereignty, 
has been allowed by statute to be utilised in 
India for essentially privately owned ‘public 
limited’ companies. These corporate entities 
having been granted such a crucial share in 
the utilisation of ‘sovereign’ authority, 
should equally be subject to the discipline 
of the fundamental rights guaranteed by the 
constitution. While the implications are 
obvious, the constitutional-culture shock 
that this entails may not be widely felt until 
the superior courts are able first fully to 
absorb it themselves and break free of such 
judicial restrictions imposed on the fun¬ 
damental rights chapter as tend to give a 
constitutional carte blanche to privately- 
controlled centres of economic power. 


Natiunal Su*i*l Iruiiistrifs 

.National Steel Indubtries is offering 28 
lakh equity shares of Rs 10 each at par. Of 
this, 11.20 lakh shares have been reserved for 
preferential allotment to NRls. The issue 
opens for subscription for NRls on Febru¬ 
ary 2 and for the Indian public on Febru¬ 
ary 12. The issue is managed by CIFCO, 
State Bank of Indore, SBI Capital Markets 
and ICICI. The company is setting up a 
Rs 19.29-crore project for the manufacture 
of galvanised plain and galvanised cor¬ 
rugated sheets/coils of tighter gauges rang¬ 
ing from 0.18 mm to O.S ram with an install¬ 
ed capacity of 40,(X)0 tonnes per annum at 
Village Sejwaya, in Dhar district of Madhya 
Pradesh, which is an ‘A’ category ‘no¬ 
industry’ district. The company will be eligi¬ 
ble for sales tax e.xemption for 11 years, 
as against the normal 5 years subject to 
prescribed conditions. The company has 
been promoted by Santosh Kumar Shahra 
(managing director) and associates along 
with Madhya Pradesh Audyogik Vikas 
Nigam (MPAVN). The company has obtain¬ 
ed technology from three European giants— 
Cockeriil Mechanical industries (CMl) of 
Belgium; Stein Heurtey of France and 
Phenix Works of Belgium. According to 
Shahra, galvanis^ sheets are being imported 
in sizeable quantities at present. Even after 
the commissioning of two other units in the 
private sector, the demand-supply gap would 
be-sizeable The entire erection of plant will 
be completed by April 1987. 
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In the Long-Term Fiscal Policy and the discussion paper on Rationalisation and Simplification of Direct Tax 
Laws, the finance ministry has expressed the intention of providing for random scrutiny of a sample of income 
tax returns. While, in the interests of cost effectiveness, acceptance of the principle of random sampling is welcome, 
various specific measures proposed in the two finance ministry documents are problematic. In this note an 
eriunciation of the economic principles of random scrutiny is undertaken with special reference to the Indian income 
tax case. A scheme for the implementation of random scrutiny is also proposed. 


IN the I^ng-Tcrm Fiscal Policy (1985) and 
the recent discussion paper on Rationalisa¬ 
tion and Simplification of Direct Tax l^aws, 
the finance ministry has expressed the inten¬ 
tion of providing for random scrutiny of a 
sanTfile of income tax returns. Measures 
. ..i.gested in the Ijong-Term Fiscal Policy, 
section 5.31(i) are as follows: 

Accept, in general, the returns in all cases 
(other than companies or trusts) showing 
reiui lied income ot noi more than Rs one 
lakh, and in company cases with returned 
income of not more than Rs 2S,(X)0 (except 
for new asses!>es). However, a thorough 
scrutiny of a spectfied random sample of the 
accepted returns will be undertaken. The pro¬ 
cedure will be retined by applying principles 
ol ilralified sampling to select higher pro¬ 
portions of non-salariediaxpayers and sub¬ 
groups of them, believed to be particularly 
prone to evasion, for scrutiny (emphasis 
added). 

In addition paragraphs (iii), (iv) and (v) of 
section 5.31 of the Long-Term Fiscal Policy 
.suggest measures to strengthen the machi¬ 
nery for establishing tax evasion in courts 
of law and improving detection (including 
search and seizure) operations. Section 11 of 
the discussion paper gives further substance 
to some of these measures. Additionally, 
important measures suggested in the dis¬ 
cussion paper germane to the issue of 
random sampling include: 

(i) Substituting “the present penal provi¬ 
sions under section i71(I)(c) prescribing 
penalty for concealment of income by a 
simple system of charge of additional tax 
equal to 30 per cent of the amount by which 
the returned income falls short of the asses¬ 
sed income” (section 8.3). 

(ii) Provisions with respect to prescribing 
minimum punishment wherever it is not so 
prov'ided, allowing for immediate prosecu¬ 
tion without completion of assessment and 
.shifting the areas of proof of “culpable 
mental state'V'reasonable cause'’ to the tax¬ 
payer (section 8.4). 

While, in the interests of cost effectiveness, 
acceptance of the principle of random sam¬ 
pling is welcome, various specific measures 
proposed- in the two finance ministry 
documents are problernatic. Specific plus 
and minus points are: 

(i) The ceiling of Rs one lakh on random 
assessments violates basic economic prin¬ 
ciples Of random sampling (Reinganum and 
Wilde (1985)), 


(ii) That the size of the random sample 
is to be pre-specified is welcome and in 
accord with the game theoretic principle of 
precommitment.' 

(iii) The intention to stratify the sample 
of returns to be scrutinised certainly accords 
with maximising cost effectiveness but one 
is left uneasy at the brief manner in which 
principles for selection of scrutiny propor¬ 
tions for strata have been enunciated without 
any apparent justification. 

(iv) 1 he intention to strengthen detection 
and judicial machinery are welcome, though 
comments on the specific measures are 
beyond my competence.^ 

(v) The reduction in the severity of 
penalties—which is what section 8.3 of the 
discussion paper amounts to—is incompre¬ 
hensible and will result in added burdens on 
the scrutiny machinery. However, the inten¬ 
tion to widen the area of penalties (expressed 
in section 8.4) is sound. 

In this note an enunciation of the econo¬ 
mic principles of random scrutiny is under¬ 
taken with special reference to the Indian 
income tax case. A scheme for the imple¬ 
mentation of random scrutiny is also 
proposed. 

Whv Random Scrutiny? 

Cost Effectiveness 

The captioned issue is easily dealt with. 
Random scrutiny is undertaken since the 
costs of complete scrutiny of all returns 
would be prohibitive in terms of manpower, 
time and materials. However, if the scrutiny 
were non-random and partial, then taxpayers 
who were not to be scrutinised would have 
no incentive to truthfully declare incomes 
(apart from their own moral rectitude). Thus 
random scrutiny ensures cost effectiveness 
while ensuring that no taxpayer is free qf the 
risk of scrutiny. 

Economists have extensive experience in 
providing prescriptions for cost effectiveness 
and i. is the issue of cost effectiveness which 
is the central concern of this note. But a first 
principle is easily enunciated at this, stage. 
Principle /: Random scrutiny cannot be 
made cost effective without a knowledge of 
scrutiny costs. Thus estimation of the costs 
of scrutiny is an essential prerequisite to an 
effective random scrutiny strategy. 

Costs of scrutiny should ideally include 
not only the costs of the scrutinising ITO’s 
time, but also an estimate of the costs of 
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search and seizure, prosecution, appeals and 
the cost of the legal process. However, if such 
an estimate is unavailable, some estimate is 
superior to no estimate at all. 

Costs can be divided into fixed and 
variable costs. Fixed costs include the cost 
of setting up and maintaining the basic 
scrutiny and judicial machinery. These costs 
are independent of the number of scrutinies 
undertaken. In contrast, variable costs 
increase as the number of scrutinies increase. 
Well known economic principles suggest that 
fixed costs play no role in deciding the 
number of scrutinies to undertake. Applying 
basic economics once more we arrive at the 
second principle for random scrutiny. 
Principle 2: The proportion of assessees to 
be scrutinised should be decided in a manner 
such that the additional tax plus penalty 
revenue exposed as a result of the scrutinies 
exceeds the expected cost of the Mrutinies. 

If the expected cost per scrutiny is not 
constant but, instead, varies with the number 
of scrutinies, a joint decision on the total 
number of scrutinies to be undertaken must 
be made. One may note, for clarity, that 
‘additional tax plus penalty revenue ex¬ 
pected* includes three elements: 

(a) The expected penalty revenue which 
is the penalty rate multiplied by the 
estimat^ amount by which the taxpayer 
underreports income. 

(b) The expected additional tax revenue 
which is the tax reven' .c at the expected 
taxable income less i:ie tax revenue on 
declared income. 

(c) Interest for delayed payment, if any. 

(d) The proportion of reassessments 
which result in realisation of additional 
taxes and penalties after judicial pro¬ 
ceedings: The sum of the items in (a), (b) 
and (c) above is to be multiplied by this 
proportion to arrive at a measure of 
expected i':-:.ofits. 

The item identifted in point (d) above 
leads us directly to the third principle. 
Principle 3: To properly evaluate'revenue 
benefits from scrutiny, an estimate of the 
proportion of reassessments resulting in 
additional revenues after judicial and 
appellate proceedings is required. 

The discussion above has restricted itself 
to easily measurable benefits. However, the 
deterrent effects, of, say, jail sentences, for 
offenders clearly leads to large additional 
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benefits to scrutiny through its impact on 
the behaviour of other prospective tax 
evaders. Thus, it must be emphasised that 
the mechanistic principles advocated above 
are not sufficient in themselves to permit a 
proper accounting of the benefits to scrutiny 
in both the long and the short run. Given 
the difficulties inherent in measuring the 
benefits from jail sentences and other non¬ 
monetary penalties, the need for tempering 
the principles enunciated above with the 
fruits of experience and with informed judg¬ 
ment must be emphasised.'* 

Principle 4. Indirect deterrence due to non¬ 
monetary penalties (as, for example, jail 
sentences) must not be neglected in assessing 
the expected benefits from scrutiny. 

SHOULD Files be Reopened Ik 
AOD irioNAi Information ON Evasion 
BY A Taxpayer becomes Available? 

This issue should be a non-issue except 
that, in conversation with income tax offi¬ 
cials, it is learnt that reopening of files not 
subject to random scrutiny in the first in¬ 
stance is being disallowed. If true, this 
violates cost effectiveness. 

Principle S: If additional information on 
evasion becomes available (after summary 
assessment) on returns not subjected to 
random scrutiny, such information should 
be used to reopen Eles since expected costs 
of scrutiny are now lowered and/or the prob¬ 
ability of proving evasion raised. 

The game-theoretic notion of precommit¬ 
ment implies that the authorities should be 
able to convince taxpayers that announced 
scrutiny policy to scrutinise at least a given 
proportion of taxpayers will in fact be 
adhered ta If this figure is publicised, it will 
be taken into account in the taxpayer’s tax 
declaration calculations. However, the pre¬ 
committed policy is ineffecTive (not credible) 
if the authorities are suspected to be unable 
to carry out the promised proportion of 
scrutinies. Nothing however prevents the 
authorities from carrying out more than the 
promised number of assessments. The only 
possible reason for adhering rigidly to the 
random sample is fear of misuse of reopen¬ 
ing provisions by some corrupt income tax 
officers and consequent harassment of 
taxpayers. 

StRATinCATION 

Discovering the extent of tax evasion is 
relatively easy for some groups of taxpayers 
in comparison with other groups.’ Further¬ 
more, different groups of taxpayers may be 
more prone to underreport income than 
other groups. Thus, cost effectiveness 
demands that the proportions of taxpayers 
scrutinised in different groups should not be 
identical. This position has been accepted 
by the LTFP. However, the two factors cited 
above tend to work in opposite directions so 
that it is impossible to say a priori what 
groups should be audited more heavily: If, 


for a group of taxpayers tax evasion is 
relatively easy to detect, then cost effec¬ 
tiveness dictates that they should be scruti¬ 
nised more than hard-to-detect groups. 
However, cost effectiveness also suggests that 
groups prone to underreport more income 
should be audited more heavily.* Since ease 
of detection and proneness to evasion are 
likely to be negatively correlated it is hard, 
without empirical study drawing upon past 
experience to prescribe which groups should 
be scrutinised more and which groups less. 
However, the principle is clear. 

Principle 6: Across different (roughly 
homogeneous) groups of taxpayers the pro¬ 
portion of taxpayers scrutinised should vary. 
The proportions should increase with the 
ease of detection of evasion and with the 
evasion proneness of the group of taxpayers. 

Some criteria which may be used in selec¬ 
ting .strata are the following:^ 

(i) Salary earner/professional/self em¬ 
ployed (major source of income). 

(ii) Individual/HUF/AOP. 

(iii) Type of busine$s(es) or profession(s) of 
the taxpayer: retail trade, wholesale 
trade, small-scale industry, financial 
and other services, etc. 

(iv) Rural/urban/metropolitan. 

(v) Proportion of income from salary, divi¬ 
dend, income from property, etc. 

(vi) The taxpayer’s history of evasion. 

Of these items, only the first criterion 

appears to have been considered by the 
LTFP. Further, whether their prescription of 
the scrutiny of higher proportions of non- 
salatied taxpayers is based on principle 6 is 
not clearly specified. 

Of the criteria for stratification, items 
(v) and (vi) deserve additional comment. 
Given information on the sources of a tax¬ 
payer’s income and his job designation/ 
occupation from the IT return and in some 
cases the WT return, norms can be devised 
for effective auditing. For example, a tax¬ 
payer’s job description serves to convey 
information as to the expected gross taxable 
income. This is especially true for govern¬ 
ment offlcials. On the basis of a study of 
both the Income Tkx Act and statistics, the 
following ratios can be computed;" 

(1) Expected ratio of deductions to gross 
taxable income for a taxpayer with a 
particular job description/occupation. 

(2) Expected ratio of salary to other income 
for salary earners with a given gross 
taxable income. 

(3) Expected ratio of other income to profit 
income from business for self employed, 
AGP s, etc. 

(4) Expected ratio of salary to value of 
perquisites for the given job description. 

The proportion of taxpayers whose ratios 
(where applicable) cstceed the expected ratios 
should automatically face a higher prob¬ 
ability of scrutiny.’ 

The evasion history of a taxpayer is also 
useful since it reveals details of the evasion 


proneness of the taxpayer (or even, with 
enough accumulated evidence over die years,. 
the tax paying group). It is suggested'** that 
three groups be formed. All individuals 
within a strata start out in a middle group, 
called group 2. If an indivi4ua] is found to 
underreport less than the average for tHe 
strata (plus or minus an appropriate margin) 

(5)he is shifted into group 1 which has a 
lower proportion scrutinised. If the indi¬ 
viduals underreporting is greater (s)he is 
moved into group 3 which has a higher pro¬ 
portion of scrutiny cases." The principles 
discussed above may now be enunciated. 
Principle 7: Norms should be devised as to 
expected ratios of various kinds of income 
according to groups of taxpayers (as ex¬ 
plained above). Secrutiny probabilities 
should be raised or lowered whenever a 
taxpayer’s personal ratios (where applicable) 
deviate significantly from the norms. 
Principle 8'. The taxpayer’s evasion history 
should be used. Those who, on scrutiny, are 
found to underreport less than expected 
should be scrutinised with lower probability 
in future a.ssessments and conversely for 
higher underreporting. 

The discus.sion above doe$ not attempt to 
suggest that all stratification measures 
should be implemented at the first instance. 
They may be implemented in a phased 
manner. A suggested implementation 
strategy is given in Section 8. 

What rule may be devised for the propor¬ 
tion of each stratum that is to be scrutinised 
once strata have been chosen (apart from 
modification due to norms and evasion 
history)? While the actual numerical for¬ 
mula will inevitably be approximations, 
given the complexity of the tax system and 
human behaviour,'^ the principles outlined 
above suggest the following guidelines: 

Other things equal, scrutiny should be 
higher 

(1) When potential tax revenues are higher 
(due to, say, higher tax rates). 

(2) Among groups expected to have higher 
income.” 

(3) For groups for whom scrutiny costs are 
low. 

(4) Among ‘groups against whom the per¬ 
centage of reassessments by the IT 
department upheld by courts is higher.'" 
Furthermore, modifications to the basic 
proportions of taxpayers to be scruti¬ 
nised in each group should be carried 
out in line with principles 7 and 8. 

Declared Taxable Income ANOf 
Scrutiny Proportions 

While it is true that it is cost effective to 
scrutinise higher proportions of taxpayers 
expected to have higher incomes scrutinMng 
higher proportions of taxpayers vrith higfur 
declared income is logically unsound. The 
logic betund this assertion is straight¬ 
forward; If a potential tax evader knowsthat 
he is more likely to have his return scruti- 


244 



niMd \l he declares a Ingh taxable Income 
rather than a low taxable tncome, then he 
will have every incentive to declare a low 
income. Not only does the tax “saving” 
increase with this strategy but so does his 
chance of getting away with it! Thus the 
LTFP proposal to scrutinise all persons 
declaring incomes above Rs I lakh and 
randomly persons declaring incomes below 
Rs 1 lakh is highly questionable. 

The argument above suggests that it would 
make more sense to scrutinise higher pro¬ 
portions of those who report low incomes 
(within each stratum). IVo arguments may 
be made to counter this position. The first 
counterargument is that this would put in¬ 
ordinate strain on the IT department since 
most taxpayers declare low incomes. This is 
clearly spurious. Once the total percentage 
of scrutinies to be made is fixed, the pro¬ 
portions within each declared income 
category can be fixed in any manner desired 
without upsetting cost and manpower 
calculations. 

The second counterargument has more 
substance: The size of genuine taxpayer 
errors or difference of opinion in computing 
their tax liabilities is likely to increase with 
declared income if no evasion is contem¬ 
plated. Thus, in the absence of evasion, 
scrutiny percentages should increase with 
declared income. While the basic point is 
beyond dispute, the task of error detection 
is best handled prior to the random scrutiny 
stage (sec below). Furthermore, as the LTFP 
makes clear it is the checking evasion that 
is the major problem rather than detecting 
errors and differences of opinion. Pre¬ 
sumably, revenue losses from evasion are 
more serious than those from errors and 
differences of opinion. 

Thus we arc led to our next principle: 

Principle 9: Within each group (or stratum) 
of taxpayers higher proportions of persons 
declaring low incomes should be audited. 

In fact, had it been possible to determine 
the maximum income that could occur 
within a given stratum with some degree of 
accuracy, it would be cost efficient not to 
scrutinise those for whom the cost of audit 
exceeds the difference between the maximum 
income and their declared income.'- 

CROSS-CHFCKINCi OF INCOME 
Tax Returns 

Cross-checking of income tax returns 
against other income tax rturns prior to 
random scrutiny is feasible with com¬ 
puterisation. Cross-checking will greatly 
facilitate the detection of errors by tax¬ 
payers'* in a cost effective manner. Further¬ 
more, computers will enable cross-checking 
of IT returns against WT returns in order 
to further curb errors by taxpayers.’’ With 
effective cross-checking, the argument for 
applying principle 9 is further strengthened. 
Cross-checking is, of course, dependent on 
computerisation just as random sampling 
itself is.'* 

Principle 10: Random sampling of returns 
should take place only after (computer- 
aided) detection of taxpayer error has taken 


place. Enor detection includes checking for 
cohsistency within a taxpayer’s direct tax 
returns and cross-checking across returns. 

Penalties and Random Sampling 

Three points need to be made about 
penalties chargeable in the event of evasion 
being detected and proved. 

(1) Imposition of high penalties by the 
government is costless. The government 
incurs no expense by imposing as high 
a penalty as can be legally upheld. High 
penalties are extremely cost effective 
methods of deterrence.'* 

(2) As penalties get lower and lower scrutiny 
proportions should decrease as it is not 
cost effective to audit. 

(3) As penalties get higher and higher 
scrutiny proportions should, once again, 
decrease, since penalties themselves act 
as strong deterrents to evasion. 

From the points made above, a crucial 
point is revealed: deterrence depends on not 
only scrutiny proportions but also the 
penalties leviable (and the proportion of 
scrutiny cases in which evasion is detected 
and proved legally). High penalties can 
substitute for high scrutiny proportions and 
are thus cost effective. Thus the recent move 
to take measures tantamount to lowering 
penalties—in the discussion paper of the 
ministry of finance—appears particularly 
ill-advised. 

Principle II: The burden of the random 
scrutiny mechanism is inversely related to 
severity of penalties and success in proving 
evasion once it is detected. Thus high 
penalties for evasion and constant efforts to 
improve judicial functioning are required for 
cost effective random scrutiny. 

Implementation of Random Scrutiny: 

A Sugglsted Strategy 

Stage /: Preparation of a phased plan of 
activities. Implementation of a strategy for 
random scrutiny would, first of all, entail 
identifying the tasks to be performed and 
the preparation of a time-bound implemen¬ 
tation plan. The following tasks have now 
been identified. 

(1) Design of a stratification plan in two 
stages. Initially, occupational, sectoral, 
rural/urban and individual/AOP/HUF 
criteria to be used in identifying strata. 
Stage II, remaining stratification criteria. 

(2) Estimation of costs of scrutiny within 
strata. Initially judgmental using readily 
available data. Detailed study should be 
carried out breaking down costs not only 
by strata but by items (scrutiny, com¬ 
puter time, preparation of cases, judicial 
costs, etc.) to be used in Phase 11. 

(3) Estimation of proportion of reassess¬ 
ments resulting in imposition ot penal¬ 
ties. Initially judgmental. 

(4) Selection and estimation of scrutiny 
norms. May be reserved for implemen¬ 
tation in Phase II. Explicit provision 
should be made for monitoring and 
updating of norms periodically. 

(5) Design of cross-checking procedures 


both across direct tax returns for an 
assessee and across assessees for Pha.se II 
implementation. 

(6) Review of IT and WT forms and 
annexures to permit (1) Easy data entry 
into computer data banks, (2) Ready 
identification of the taxpayer and 
stratum characteristics of the taxpayer, 
(3) Ready implementation of automated 
cross-checking. 

(7) Estimate of computer facilities and 
personnel required 

(1) Projections of computer require¬ 
ments and data storage requirements 
over the next 15 years. 

(2) Personnel requirement for (I). 

(3) Procedure for data sharing between 
different regions. 

(4) Software development costs. 

(5) Procedure for data entry from 
returns. 

(6) Random scrutiny selection 
procedures. 

(8) Evaluation and design of assessment 
procedures. Balasubramanian (1986) 
identifies three stages of assessment. 

(i) Ensuring the completeness of a 
return (return validity). 

(ii) Checking arithmetical accuracy and 
correct payment of the tax. 

(iii) Detailed scrutiny of randomly 
selected cases. 

He is of the opinion (which is shared by 
this author) that real saving in work is pos¬ 
sible only if stage (i) and stage (ii) are com¬ 
puterised. Stages (i) and (ii) should be com¬ 
pleted for a return before a “tear off’ 
acknowledgement slip is given as the assess¬ 
ment order. Thus the assessment procedure 
(and its .omputerisation) need to be careful- 
iy worked out. Given advance tax and other 
tax law complications, immediate issuance 
of assessment orders at the counter should 
be seen to be impractical (Balasubramanian, 
1986). A three-four months delay for 
computer entry and checking should be 
contemplated. 

(9) Estimation of proportions of scrutiny 
cases in different strata for cost effec¬ 
tiveness. This entails working out 
average income e.stimates within strata 
and using information on costs of 
scrutiny and toe judicial success rate. 
This information may then be used in 
an appropriate formula to decide on 
scrutiny proportions. 

(10) Design of a procedure for the selection 
of scrutiny cases. Well known statistic^ 
methods exist for this step. A possible 
procedure is given in the appendix. 

(11) The requirements for training of 
personnel should be estimated and an 
appropriate plan formulated. 

Stage II: Phase I activities. In Phase I of 
the implonentation of random scrutiny, a 
limited number of strata may be identified 
and preliminary estimates may be used in 
deciding scrutiny proportions. There is no 
alternative to partial computerisation of 
assessment steps (i) and (ii) as described in 
point (8) above. Steps may also be initiated 
for compilation of detailed estimates. 
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acquisition of computer capability and train¬ 
ing. This stage may easily be implemented 
in a 12 month period. 

Stage III. Phase II activities. This will con¬ 
sist of implementation of the remaining 
components of the strategy from the list ;n 
(1) to (11) above. 


Appcnilix i 

SUGGES1£D PRfX'tI>URE FOR RANDOM 
Selection of .St rutiny Cases Based on 

A TRIANOtllAR PROBABILITY DENSITY 

Step (0: Compute the average declared 
income of the persons in the group. 

Step (iiy. To each individual assign the 
following proportion of the numbers 
between 1 and M, where M is some suitably 
large number (say 1 crore): 

n(y:-y„)1 y„, / 


where 

Y IS the maximum declared income within 

in 

the stratum; 

Yj, is the average income computed in 
Step (i). 

Y| is the total number of individuals. 

The numbers assigned to each individual 
should be distinct. 

Step (Hi): Compute the number of people 
to be scrutinised: This number is simply 
N multiplied by the proportion of persons 
to be scrutinised. Let this number be P. 

Step (iv): Use readily available random 
number generators (or tables) to pick 
P numbers between 1 and M. 

Step (v): The individuals against whom 
the selected numbers arc assigned are the 
individuals to be scrutinised. 

Step (vi): In case two or more random 
numbers correspond to a single individual, 
find out by how much the number of indi¬ 
viduals selected falls short of P. Call the 
short fall P,. Set aside the individuals 
already selected. 

Step fvii): To the remaining individuals 
a.ssign proportions of numbers between 

1 and M equal to ——^of the propor¬ 
tions selected earlier for them. 

Step fviii): Select P, new random 
numbers. The individuals corresponding to 
these random numbers are added to the list 
of those to be scrutinised. 

Step fix): If a shortfall is still present, call 
the new shortfall Pj and repeal steps (vi) 
onward.* 

This procedure results in the selection of 
higher propoilions of those with low 
declared incomes with probabilities of selec¬ 
tion declining linearly to zero as declared 
income increases to the maximum declared 
income. 


The new proportion must be 


N 


N-P + P, 


of the first step proportion and so on. 


POLYOLEFINS INDUSTRIES LIMITED 

BOMBAY 

NOTICE 

It IS hereby notified for the information of the public that Rolyotefins Industries Limited, 
Mafatlal Centre, Nariman Point, Bombay 400 091, proposes to make an application to the 
Central Government in the Department of Company Affairs, New Delhi, under Sub'Sectbn(9) 
of Section 99 of the Monopolies and Restrictive Trade Practices Act, 1969 for approval 
to the establishment of a new unit. Brief particulars of the proposal are as under;- 


1. Name and address of the 
applicant organisation 

2 Capital structure of the 
applicant organisation 


POLYOLEFINS INDUSTRIES LIMITED 
Mafatlal Centre, Nariman Point, 

Bombay 4(X) 021 

: Authorised Capital • Rs. 12,86,85,700 

Unclassified ^ 2,13,14.300 

Total Rs! 15,Ob/.)6,do6 

Issued and subscribed Capital: 

Equity R.S 12, 86,8 5,700 


3 Management structure of the 
appplicant organisation indicating 
the names ot the Directors, in¬ 
cluding Managing/Wholetime 
Directors and Manager, if any. 

1. MrArvind N Mafatlal-Chairman 

2, Dr G Metz 

3 Mr G. Kremer 
4. Mr D. Cron 
5 Dr E Baltin 
6. Mr H. J. Alkcma 
7 Mr N. M. Wagle 

8. Mr Balkrishna 

Harivailabhdas 

9. Mr S Jagannathan 

4 Indicate whether the proposal 
relates to the establishment of a 
new undertaking or a new unit/ 
division 

5. location of the new 
undertaking/unit/divisiori 


6. Capital structure of the 
proisosed undertaking 

7. In case the proposal relates to 
the production, storage, supply, 
distribution, marketing or control 
of any goods/articles, indicate: 

i) Names of goods/articles 
li) Proposed licensed capacity 


III) Estimated annual turnover 
In case the proposal relates 
to the provision of any service, 
state the volume of activity in 
terms of usual measures such as 
value, income, turnover, etc 


10 Or G, V K Rao 

11. Mr Hrishikesh A. Mafatlal 

19. Dr N M Dhuldhoya—Managing Director 

13 Mr D A. Blaesing-Deputy Managing 

Director 

14 Dr S. N Sur-Technical Director 

15. Mr D Cord (Alternate to Dr G Metz) 

16 Mr M S. Patwardhan (Alternate to 
Mr H, J. Alkema) 

The proposal is for establishment of new 
undertakings for the manufacture of the 
products mentioned herein. 

The new undertaking will be located at 
District Bharuch, in the State of Gujarat in a 
backward area for Polyacetals and in Akola in 
the backward area of Maharashtra tor Proces¬ 
sed Polyacetal Products. 

Not applicable. 


POlYACETALS & PROCESSED POLVACETAl PRODUCTS 
50(X) MT per annum of Polyacetal and 
1250 MT per annum of Processed Polyacetals 
Products. 

Around Rs. 3010 lakhs. 

Not applicable 


9. 

10 . 


Cost of the Project 
Scheme of finance, indicating 
the amounts to be raised 
from each source 


: Rs. 3830 lakhs (approx.) 

: The Company proposes to mc^ the project 
cost from the internal generation and 
borrowing. As regards foreign exchange 
requirement, the company will endeavour to 
arrange suppliers credit failing which, the 
company will approach Central Government/ 
Financial Institutions. For working capital, the 
company will be approaching the Banks. 

Any person interested In the matter may make a representation in quadruplicate to the 
Secretary, Department of Company Affairs. Government of India, Shastri Bhavan, New Delhi, 
within 14 days from the date of publication of this notice, intimating bis views on thp 
proposal and indicating the nature of his interest therein. 

Dated this 2nd day of February 1987. 

POLYOLEFINS INDUSTRIES LIMITED 


R 1 DESAI 
SECREWsRY 
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Appendix 2 

Optimal Scrutiny Proportions 

FOR EVASION-PRONF. AND 

Hari)-to-Df,tf.ct Groups 

Notation-. 

R; proportion of income declared by the 
taxpayers 

y; actual income of the taxpayers 
q; real number of measuring 'proneness 
to declare income' of the taxpayer 
I, p; proportional tax and penally rales 
(given) 

s: proportion of persons scrutinised 
j; probability of a scrutinised case 
resulting in proven evasion- 
measure of the ease of detection. 

X = sj 

c = constant cost per scrutiny. 

We assume for simplicity (but without 
affecting the re.sults) that evasion is either 
fully detected or remains undetected. The 
government is assumed to be a risk neutral 
expected revenue maximiser. Thus it solves 
the problem 

max O = (1-s) tRy+Sj (ty+py (I ■ R) ■ c) 
subject to R » qf (x, t, p, y). of/ox 3 f, 0 

The function R is asiimed to be the given 
reporting behaviour of an individual where 
q. j and y are individual characteristics. 

Assuming 0 S 1 at the optimum we have 
the first order condition 
-tRy + (l s)tyql,+- 

j (ly+py (I-R)) 'jpyqf, 

and the second order condition 
V = mf " -2(l + pj) f| 0 

wherein - (l-st)l - sjp 0. 

Above, m represents the expected income 
benefit to the taxpayer from underreporting 
an additional currency unit of income and 
must be positive for tax evasion to occur** 
Totally differentiating the first order con¬ 
dition with respect to s. q and j gives us 

‘*‘1 - ' (i + p (1 -R))t 

'^l(t-i-(j-i-l)p) qf,S + mqf„l 

4? = * (l+jp)f - mf.) 0 
dq V 

The first term in each of the square 
brackets divided by V is the direct impact 
on optimal scrutiny of increased j or q. We 
see that 

direct 0 so that hard to detect gioups 

dj 

should be audited less cctcri.s paribus and 

ds direct 0 so that evasion-prone groups 
dq 

should be audited more, creteris paribus. 
However, in both cases, if reporting is 
extremely sensitive to proportions audited, 
ceteris paribus (captured though f, and f„), 
then the results may get overturned due to 

*• Setting m a 0 in the first order condition 
and correspondingly, R = I, we se that 
sueli high levels of random scrutiny 
vldate the Hrst order conditions. 


the indirect impact on reporting induced by 
higher/lower scrutiny levels. This is, of 
course, unlikely, a priori. 

Notes 

[1 am indebted to A Bagchi, K Srinivasan and 
Kunal Sengupta for valuable comments and 
discussions which have resulted in substantial 
improvements in the note. All deficiencies and 
errors that remain are my responsibility alone.) 

1 This principle is receiving increa.sing 
attention in the policy literature. For 
effective recent use of this principle sec 
T N .Srinivasan’s article in the Economic 
Times, September 29. 1986. 

2 See Balasubramanian (1986) for a careful 
appraisal. 

3 Within a given group of individuals. See 
later section of this note for details. All 
comments in this section apply to a 
prespecified group of individuals. 

4 I am indebted to A Bagchi for raising this 
vital issue Note that it is not being sug¬ 
gested that rules formulated on the basis of 
these principles should allow ITOs discre¬ 
tion in the selection of cases for scrutiny, 
but that these principles should not be 
blindly applied in the formulation of rules. 

5 By case of detection we are actually refer¬ 
ring to discovering and proving evasion, 
given that scrutiny is undertaken. 

6 Strictly speaking, this claim refers only to 
the direct impact of scrutiny. If taxpayer 
behaviour is sulTiciently volatile nothing can 
really be said. See Appendix 2 for a formal 
analysis. 

7 It is clear that not all this information is 
available in current returns. But this is easily 
remedied. 

8 These norms should be applied aftei 
arithmetical checks—see below. Thus, for 
example, the case of the senior IAS officer 
who claimed his DA and ADA as deduc¬ 
tions should be detected prior to applica¬ 
tion of these norms. 

9 These norms are only tentative, A study of 
the norms used by the US Internal Revenue 
Service and further refinement may prove 
fruitful. 

10 See Greenberg (1984) and Landsberger and 
Meilijson (1982) for some related theoretical 
work. 

11 It has been suggested that tax evaders who 
are detected seldom indulge in evasion again 
due to the psychological impact of detec¬ 
tion. If true, then detected evaders should 
uniformly be scrutinised with lower pro¬ 
bability instead of as in principle 8. 

12 Fbr proportional taxes and penaltyrates, no 
deductions and constant relative risk aver¬ 
sion, the optimal scrutiny proportion is 
given by 

t 

(p-tt)q(l t) yq^(p+t)* ( 1 - 1 ) 

where t is the rate, p is the penalty rate on 
undeclared income; q is the proportion of 
convictions upheld by courts; c is the cost 
of auditing and y is the average expected 
income (true income and not declared 
income). All items apply to a given stratum. 

13 This is not the same thing as scrutiny in¬ 
creasing with declared incomes. See below. 


.14 The formula in footnote 9 suggests that for 
extremely high conviction rates scrutiny can 
be relaxed since the conviction rates will 
significantly deter tax evasion. This, of 
course, is not applicable in India. 

15 For an illuminating analysis of such‘cut off 
scrutiny rules, see Reinganum and Wilde 
(1985). 

16 Once taxpayers know that cross-checks get 
done, it is unlikely that evasion can be 
detected by this means to any significant 
extent. However, cross-checks must be 
ptccommitted to be an effective deterrent. 

17 Currently, since cross-checks are not done 
systematically and diligently, cross-checks 
can also be used to identify probable 
evaders. For example, besides arithmetic 
balance, if consumption expenditure 
(roughly equal to current income by the IT 
return less increases in wealth from the 
previous year’s to current years WT returns) 
is too low for the income bracket, scrutiny 
can be carried out. 

18 This view is shared by Balasubramanian 
(1986). 

19 It has been claimed that tribunals and 
courts tend to be more cautious when 
penalties are severe than when they are light 
If this is true, then of course the penalty 
structure must be carefully designed. 
However, one notes tliu' if true, the as.ser- 
tion suggests that the judiciary is careless 
when small sums of money are involved. 
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DISCUSSION 


Urban Labour Market 

Subbiah Kannappan 


MAY I comment on Indira Rajaraman’s 
review (EPW, October 4,1986) of my book 
“Employment Problems and the Urban 
Labour Market in Developing Nations”? 
This is in no sense a rejoinder, for who 
would cavil at a favourable review from such 
a skilled, innovative economist and the 
points she raises can be taken up elsewhere. 

But there is an important, much broader, 
issue concerning the growth of scientific 
knowledge that her review brings to the 
forefront. This is the role of field evidence 
and research in turning the tide against 
urban dualism. My sad experience is that 
field evidence is rarely that effective, and 
people continue to be guided by the blinkers 
of their choice, whatever the evidence might 
say. Ibdaro himself remains unrepentant, 
although Harriss has abandoned ship. I con¬ 
tinually run into studies in which dualism 
is super-imposed mechanistically on urban 
labour force and (the meagre) earnings 
figures. In part this reflects prevailing and 
reinforcing fads as Killingsworth points out 
in a compelling account of his heroic battle 
to establish the legitimacy of 'structural 
unemployment’ in the United States.' In 
part this reflects the preference in the pro¬ 
fession, a point developed ably by Piore,^ 
for ‘statistical’ rather than ‘field-work’ facts 
and for homogeneous summations rather 
than complicated perceptions of the world. 
These raise questions of particular im¬ 
portance in development research. Persistent 
shortfalls of information concerning a wide 
range of human behaviour, and the urgency 
or normative values underlying policy pre¬ 
scriptions, seem to encourage premature 
judgments and facile categories. 

The dividing line is then between the 
‘known’ and the ‘unknown’ which is in fact 
a catch-all heterogeneous residual, but is 
often treated in homogeneous terms. The 
’known’ is the ‘visible^ or what can be made 
visible keeping in mind the resource con¬ 
straints as well as the orientations and com¬ 
mitments of the researchers themselves. It 
is not surprising that researchers on urban 
labour markets settled for the visible—-the 
factories, governments, and other organised 
units subject to some r^ulations or monitor¬ 
ing for which some data were avulable— 
and for simple summations of ‘formal’ and 
‘informal’ sectors. Theoretical and empirical 
work in economics has been dominated by 
this paradigm. 

The failure of repeated research observa¬ 
tions to validate the neat models of theory 
which Indira Rajaraman refers to could not 
by itself sustain the search for alternatives. 
In my case, earlier acculturation and pro¬ 
fessional experiences in India converted an 
initial dissatisfaction into a growing, nag¬ 
ging awareness of the significance of. ^ 
so<^ structure—family and kinship link¬ 
ages, traditional values and roles, status and 
segmentation considerations—as a common 


Influence on both sectors. This became the 
major unknown. This stresses the need for 
abandoning superficial dichotomies in 
favour of a firmer framework of knowledge 
as a basis for making sense of the meagre 
available information. If there is any sense 
in which I may have contributed to the field, 
it is perhaps in an emphasis of this 
consideration. 

But many others have been ahead of me, 
urban anthropologists and sociologists as 
well as students of the rural labour market. 
It is not surprising that among the skilled 
economists taking the lead in this respect- 
combining theory, econometrics, and 
knowledge of the society—there are many 
Indians, including Indira Rajaraman. Three 
factors, it appears to me, emphasise the com¬ 
parative advantage of Indian researchers: 
(a) the chronic condition, even disease, of 


underdevelopment; (b) independence of 
scholarship; and (c) a aitlcal minimum or 
mass of the numbers engaged in introspec¬ 
tion and scientific investigation. This is why 
one looks forward to the fiirther contribu¬ 
tions of India-based research to neglected 
aspects of development economics.' 
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Secessionists All? 

THE last ten days have seen nnore knee-jerk reactions to developments in 
Punjab. On February 3 the five Sikh head priests issued a ‘hukumnama* 
dissolving all the Akali Dal factions and directing their office-bearers to submit 
thdr resignations to clear way for the formation of a united party. Though 
the development concerned the Akali Dal and the Bamala government in 
PuiUab, the government of India took the unusual step of issuing a statement 
describing the action of the head priests as "machinations of communal, 
separatist and secessionist elements’* and warning that these would not be 
tolerated. Home minister Buta Singh called upon Punjab chief minister Bamala 
not to permit anything that could "undermine and jeopardise the democratic 
institutions and government established by law”, suggesting that the centre’s 
intervention was as much intended to warn the chief minister that he must 
not give in to the head priests’ directive. It is also intriguing that the centre 
did not react anywhere near as strongly to the ‘sarbat khalsa* organised by 
the militants in the Golden Ibmple on Republic Day which adopted a resolution 
“endorsing the declaration of the state of Khalistan" and at which half-burnt 
national flags and black pieces of cloth are said to have been hoisted at some 
places in the Golden Ibmple. As newspaper reports put it. "security personnel 
and officials saw the militants hoisting the flags, including the saffron flags 
of ‘Khalistan’ but did not intervene’’. 

The exchanges between the Sikh high priests and chief minister Bamala 
following the ‘hukumnama’ have this week culminated in Barnala’s 
excommunication from the Sikh ‘panth’. It is not quite clear how many of the 
ministers in Barnala’s cabinet, ofhee-bearers of the Akali Dal(L) and MLAs 
have deserted him in deference to the high priests’ call or will do so in the 
next few days, but there can be no doubt that these developments have rendered 
the Bamala government even more dependent than it already was on the 
Congress(I) and the centre for continuing in office. This evidently suits the 
centre, for it would appear that keeping Bamala in office a while longer, more 
or less as a puppet, is an important element in the prime minister’s current 
strategy for dealing with the situation in Punjab. 

The Sikh priests have in the meantime announced the formation of a ‘unified’ 
Akali Dal with a five-member presidium. The appointment of Simranjit Singh 
Mann as president of the reorganised party and Biraal Kaur Khalsa as an 
adviser has been taken as proof of the terrorists’ hand in these developments, 
though there are no specific charges against either Mann, who has been in 
continuous detention under the National Security Act since soon after Opera¬ 
tion Bluestar, or Bimal Khalsa. Similarly, very few have bothered to take a 
look at the 11-point charter of demands framed by the ‘unified’ Akali Dal. 
There is nothing in the charter that can be fairly termed secessionist. Most 
of the demands, such as the release of the Jodhpur detenus, investigation into 
alleged false encounters and withdrawal of trumped-up cases, the release and 
rehabilitation of Sikh soldiers and the withdrawal of the central security forces, 
the BSF and the CRPF, from Punjab have been raised by the Akali Dai(L) 
and the Bamala government. The call to safeguard the "separate and indepen¬ 
dent identity of the Sikhs’’ has been made with explicit reference to the Anand- 
pur Sahib resolution. It is also necessary to emphasise how very different these 
demands are from those advanced by the militants at their ‘sarbat khalsa* on 
Republic Day just as it is useful to recall that the ‘sarbat khalsa’ and the 
militants' demands were rejected by the SGPC as well as the head priest of 
the Akal Ikkht, Darshan Singh Ragi, who has lately been portrayed as the 
arch villain. Even Baba Joginder Singh, Bhindranwale’s father, who has been 
included in the presidium of the ‘unified’ Akali Dal, had walked out of the 
‘sarbat khalsa’ declaring that he did not agree with the resolution adopted by 
it. It cannot even be ruled out that it was the ‘sarbat khalsa* staged by the 
militants that induced the Sikh high priests to launch their effort to bring 
together the warring Akali factions in a bid to counter the spread of the 
militants’ influence and appeal. 

All told there is enough evidence to indicate the folly of tarring with the 
same brush the actions of the Sikh high priests and the doings of the militants. 
The centre would have lost nothing by adopting a wait and watch policy. By 
not doing so the possibility of emergence of a credible political formation in 
^njab with whom it might be fruitful to engage in a meaningful dialogue 
has bwn rejected out of hand by the centre. 



Nuclear Politics 

Under Public Scrutiny 


THE office of the chairman of the Atomic 
Energy Commission (who is also the secre¬ 
tary to the Department) is among the hand¬ 
ful of ali-powerful locations in government. 
The Atomic Energy Act vests the chairman 
with vast powers and he is answerable to no 
one but the prime minister. That the matter 
of choosing an incumbent to the office 
should have been dealt with in so incompe¬ 
tent a manner is a reflection pf the disarray 
in the government. More serious arc the 
issues that the dismal episode has in¬ 
advertently brought into public view. 

Firstly, the fact that there has been, 
apparently for many years, a basic distrust 
and antagonism between the ‘scientists* and 
engineers or more concretely between the 
R and D, i c, the BARC, and the power 
board, has been splashed across news stories 
and editorials as if it was some kind of 
home-truth as undeniable as the Indian 
monsoons. But the fact of the matter is that 
if this rift between research and its applica¬ 
tion has indeed existed, it destroys one of 
the founding myths of the atomic energy 
department: that indigenous research in this 
frontier area of science would lead to and 
support technological developments in 
nuclear power in the endeavour to harness 
‘atoms for peace'. It now appears that the 
link between research and its application 
even within the well-protected confines of 
atomic energy has been tenous. While 
R and D receives 14.5 per cent of the alloca¬ 
tion. more than 82 per cent goes to the 
nuclear pois'er programme. And increasingly 
it is being argued that even this comparatise- 
ly small allocation is undeserved since it has 
produced no output of either immediate or 
future consequence. Critics have pointed to 
the debacle of Dhruva—at least a part of 
which is due to the conflicts between scien¬ 
tists and engineers on the project. While the 
scientists desperately want the research 
reactor functioning efficiently, there are 
already basic design problems which engi¬ 
neers do not have either the expertise or the 
environment to resolve. After the Pokharan 
event, BARC has had no spectacular 
achievements to its credit and, even worse, 
it appears to have done away with any kind 
of perspective planning for research. This 
has resulted in the creation of an enclave of 
researchers (scientists and engineers) each 
with independent goals making for a high 
degree of frustration, petty politicking, etc. 
In many respects the BARC faces an identity 
crisis—it can neither justify its existence as 
an institution devoted to fundamental 
research in nuclear sciences nor has it been 
able to make an impact in research areas 
linked to ‘development goals’. 

Secondly, the appointment of M R Srini- 
vasan, formerly the head of the nuclear 
power board, as the new chairman has 
brought into sharp focus the entire nuclear 
power programme While the goal of 10,000 
MW of nuclear power by 2000 AD has been 


repeatedly mentioned, leu than 1000 MW 
is currently being renerated from the DAE’s 
power projects. All of them have been beset 
with chronic problems. According to the 
DAE‘s Annual Report for 1985-86, “the 
highlight of the year was uninterrupted con¬ 
tinuous operation of the second unit at 
Ibrapur for 189 days”! And this after 16 
years of operation. Elsewhere, in Rajasthan 
the period of “uninterrupted operation” was 
“two months during March to May 1985” 
and the MAPP units are noted as operating 
at “near full power". Besides, going by 
earlier performance, it is unlikely that even 
the much postponed targets for commission¬ 
ing will be achieved. All this brings into 
question the fundamental issue of the 
desirability and the feasibility of nuclear 
power in India—a topic on which the 
government and the department have refu¬ 
sed to encourage public debate. That such 
debate cannot be curtailed by dismissing it 
out of hand as the emotional response 
founded on half-knowledge or by branding 
alt critical opinions as anti-technology and 
anti-progress should be amply clear by now. 
Nor has the department’s great reluctance 
in parting with the most mundane informa¬ 
tion kept people from seeking independent 
answers to relevant questions. The DAE can 
no longer pretend that the mass of people 
outside it don’t exist. 

And this is perhaps the most significant 
fall-out of the game of ‘choosing a chair¬ 
man’. The reason why the personality clashes 
or what-have-you aroused such adverse reac¬ 
tion is that the DAE has itself come under 
public scrutiny—despite the protection 
afforded it by the .Atomic Energy Act. 
Srinivasan takes over as chairman in a 
changed environment—nuclear energy 
whether for peace or for war will no longer 
go unchallenged, undebated. The demand 
for public accountability of an area as 
sensitive and as vast as atomic energy cannot 
be forever stalled and the DAE cannot con¬ 
tinue to hide bahind a piece of legislation 
which has itself been challenged. 


Politics 


Ready Blueprint? 


IT appears that the demand for a major con¬ 
stitutional overhaul to make the chief execu¬ 
tive, more specifically the prime minister and 
the chief ministers, much more independent 
of the legislatures is assuming the propor¬ 
tions of a sustained campaign and that the 
surviving patriarch of the ruling family, 
B K Nehru, is taking the role of its chief 
protagonist. Following the joint statement 
with 19 other co-signatories, Nehru reverted 
to this theme in the course of his Bhai 
Paramaiuuid memorial lecture in New Delhi 
on F^ruary 6, in the course of which he 
lamented that the present constitution “has 
also helped to make the [Indian] state a soft 
one”. He reiterated the demand for cor¬ 
rection of this weakness through appropriate 
constitutional reforms. A new days later, in 


a long newspaper interview, he tried to 
expand and justify his ideas. Some of the 
points he has made are: (i) political parties 
should not be allowed to operate; as at pre¬ 
sent, “without any regulation”, (U) the 
ordinary people should not have any say 
about the country’s foreign imOcy, centr^ 
budget, and so on. “These me national 
issues!’ he said, “which should be decided 
by people elected by sophisticated electorate!’ 
Not unnaturally, in the course of the inter¬ 
view, Nehru has more than once voiced his 
contempt for socialism. 

According to him, the chief executive 
today cannot do a good job because of'his 
constitutional obligation to the legislature 
majority. If in his long administrative career, 
including spells of governorship in .several 
states, he has made acquaintance with chief 
ministers who have been prevented from 
serving the people only because of his con¬ 
stitutional obligations to the legislature 
majority, he has not explicitly said so. But 
in the next sentence he highlights the chief 
minister’s worries about the “danger of 
losing one’s gaddi” which however does not 
bespeak of an urge for selfless sers'ice. 

In the concluding part of the interview, 
Nehru has blurted out, perhaps unwittingly, 
the underlying thrust of the present exercise: 
to keep some blueprint ready for a contin¬ 
gency that may arise with deepening crisis 
and make it possible, a la de Gaulle in France 
in 1958, to give a sharp right-wing twist to 
the country's polity. 


Research and Development 


Supply Side Logic 


THE constitution of the Council of Scien¬ 
tific and Industrial Research (CSIR) review 
committee in 1986 was of considerable 
significance in view of the prime minister’s 
dissatisfaction and criticism of its function¬ 
ing at the Indian Science Congress last year. 
A review of the working of CSIR is im¬ 
portant in view of the fact that in spite of 
having one of the richest pools of scientiHc 
and technological manpower in the country, 
it has failed to make any significant impact 
on the development of technology for use 
in industry. 

The committee .seems to have concen¬ 
trated its efforts on the problem of financ¬ 
ing R and D and other supply-side con¬ 
straints. Indeed, supply-side logic seems to 
prevail in almost all recent policy formulat¬ 
ing exercKses. Thus, one of the major recom¬ 
mendations of the CSIR review committee 
is understood to be to levy a cess of 0.75 per 
cent on the ex-factory value of output of all 
industrial units in order to promote R and D 
in the industrial sector and induce industry 
to sponsor research in otganisations siich as 
CSIR. R and D expenditure of a firm and 
■expenditure on sponsored R and D outside 
the firm will be allowed to be deducted from 
the cess payable. The comminee seems to 
have ignored the fact that a precondition for 
the successful performance of CSIR is the 
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existence of a significant demand for its 
services from industry. 

Indian industry started out by importing 
a large part of its technological needs and 
seems to have more or less remained in that 
position over time. While countries such as 
Japan and the USSR also imported a large 
proportion of their technological needs in 
the early stages of their industrial develop¬ 
ment, this technology was actively assimi¬ 
lated, adapted, modified and fined into a 
system of developing domestic technological 
activity. Import of technology supported 
local technological development in these 
countries, while in India, at a corresponding 
stage of its development, imported techno¬ 
logy has largely substituted for local techno¬ 
logical development. The absence of local 
adaptation and modification has inhibited 
the development of local technological 
activities and frustrated the emergence of 
linkages between local R and D and industry. 

The forms in which foreign technology 
has been imported have done precious little 
to develop local technological capabilities in 
a majority of cases. The committee should 
have concentrated on an evaluation of the 
extent of local technological development in 
CSIR, its areas of weakness and of strength 
or potential development. CSIR has failed 
to maintain a network of dynamic relation¬ 
ships with industry and consequently it has 
no^made a significant dent on the problems 
of technological dependency. 

A large part of the work of CSIR has 
yielded positiw results in terms of identifica¬ 
tion of production potential but in most 
cases further work is needed to bring this 
possibility to the production stage, in the 
form of pilot and demonstration plants and 
scaling up to commercial production. 
However, CSIR seems to lack the resources 
required to undertake the wide range oi com¬ 
mercial, engineering and planning functions 
required to move processes from the labo¬ 
ratory to the pilot or demonstration plant 
scale. The mere provision of venture capital 
for post-laboratory scale activities in the pro¬ 
portion recommended by the committee will 
not solve the problem. 

A major recommendation of the commit¬ 
tee is reported to be that the regime of fiscal, 
industrial and trade policies should be co¬ 
ordinated in order to facilitate the absorp¬ 
tion of imported technology, promote the 
development of indigenous technology and 
create an environment conducive to innova¬ 
tion. The fact is that the present mix of 
industrial, fiscal and trade policies is 
inimical to the development and industrial 
application of indigenous technology. The 
recently announced computer software 
policy can serve as an illustration. At the 
present stage of its development, the infant 
software industry would not be able to face 
the competition from increased imports of 
software and its growth will be stifled. 

The logic of the new industrial develop¬ 
ment strategy is such that it creates little 
demand for indigenous technology. This 


strategy has created conditions which appear 
to make local R and D neither necessary nor 
profitable since the required technologies 
already exist and alternative technologies are 
costly to develop and have an element of li'k 
associated with them. 


Human Rights TYibunal 


Stirring the Judiciary 


A LANDLESS labourer from Arwal, who 
came to depose before the first sitting in 
Delhi of the Indian People^s Human Rights 
THbunal (which is investigating the legality 
of the police firing in Arwal, Bihar, on April 
19, 1986 when 23 people died) said; “We 
have come here because this is the only 
‘court’ where we can depose on the firing. 
While the Supreme Court has already dis¬ 
posed of the case without hearing us, the 
Bihar high court has kept the case in cold 
storage!’ 

That sums up the state of our judiciary 
at the moment. Motivated by prudence, it 
is disposed to a largely passive behaviour of 
survival, lb accept the challenge thrown up 
by the daily cries of the victims of state 
repression would mean, for the Indian 
judiciary, to risk a conflict with the govern¬ 
ment. To refuse the challenge would risk a 
serious failure in the courts* widely recog' 
nised responsibility of being the place where 
justice is available. Our judiciary seems to 
have opted for the softer position—of 
avoiding any confrontation with the state 
when it comes to issues that involve conflicts 
between the state’s repressive machinery and 
the citizens. But by taking such a softer 
option, our courts have also taken a risk— 
a risk with something else in which they 
should have a stake: public confidence in the 
judiciary. The Arwal villager’s comments 
express the growing erosion of that con¬ 
fidence, and the desperate search for an 
alternative forum for justice. 

This is not to deny that there still exists 
considerable differentiation of response 
within the legal system. On the part of the 
Supreme Court there have been some in¬ 
stances of important departures from the 
position of silence or ambivalence, on con¬ 
flicts between the state and the citizens. 
Some yfers ago, the Supreme Court directed 
the In^an army authorities to pay compen¬ 
sation to the families of two Naga citizens 
who were allegedly abducted by army per- 
sonnd, and then disappeared. In the Arwal 
case also,, in pursuance of the writ petition 
filed by the topic’s Union of Democratic 
Rights (PUDR) the Supreme Court directed 
the Bihar state government to pay ex-gratia 
of Rs 20,000 to each of the families of those 
killed in the police firing. But financial com¬ 
pensation for cold murder of an innocent 
citizen, as a substitute for deterrant punish¬ 
ment of the murderer, is not surely the 
justice which the victims expect. In the 


Arwal case, when the PUDR asked that the 
reports of the two inquiries—one conducted 
by a Bihar government official, and another 
by the Assistant Commissioner for Schedu¬ 
led Castes and Scheduled TVibes—be shown 
to it, both the Bihar and the union govern¬ 
ments claims privilege in respect to the 
reports. The Supreme Court disposed of the 
PUDR writ petition without bearing the 
petition on this claim. One wonders whether 
the highest forum in the judiciary satisfled 
the best hopes of our citizens by taking such 
a stand. 

It is a sense of frustration with such legal 
judgments—or absence of them—that leads 
our people to seek alternative forums. The 
Indian People’s Human Rights IVibunai, set 
up recently to inquire into and adjudicate 
upon cases of “gross, systematic and signi¬ 
ficant violations of human rights by the 
state”, is surely not expected to replace the 
judiciary. It is a far cry from the ’people's 
courts’ which mete out punishments to 
criminals during revolutionary situations. 
Without any operative power, the value of 
the present Tribunal is only at a demon¬ 
strative level. But even a courtroom drama, 
one hopes, may arouse lost memories, and 
some of the basic concepts of justice which 
our honourable judges perhaps learnt at the 
bar when they were young. During its two 
day sitting in Delhi, the Tribunal scrupu¬ 
lously re-enacted the rituals of the legal 
system: the entry of the two judges who are 
serving the Tribunal in the present Arwal 
hearing followed by the rising of the house; 
the presentation of the case by the lawyers; 
the deposition by the witnesses. The only 
absentee was the defendant. In spite of 
repeated requests to the Bihar government- 
through both public notices and individual 
communications—to co-operate with the 
Tribunal, the state did not respond. More 
recently it has been reported that the Bihar 
government may co-operate with the TVibu- 
nal, when the two former chief justices who 
arc serving it now—P S Poti and T U Mehta 
—visit Patna for the second sitting on 
February 21 and 22. 

Even if the IVibunal sittings terminate in 
a decision that may not favour the Arwal 
victims, they can be used as forums to 
challenge both the morality and legality of 
the government’s policy—a consistent policy 
of violating the laws which the government 
itself has made. Without nursing any illu¬ 
sions about the operative justice of legally- 
couched judgments in a society like ours, 
one can accept the Tribunal as a strategy for 
sensitisation of certain influential sections 
of our population, particularly the judiciary. 
The Ikibunal can speak to them in their own 
language—however outmoded and irrelevant 
the idioms might sound to us—but about 
live concerns of the common citizens and 
their rights, from an alternative forum. Can 
this attempt at communication stir our 
judiciary from its present relative passivity? 



Philippines 

‘Popular Mandate' 

LAST week the new constitution drafted by 
a committee set up by the Aquino govern¬ 
ment was officially approved by a govern¬ 
ment commission. Earlier the draft had been 
ratified by a plebiscite which gave Cory a 
landslide victory with more than 76 per cent 
of the vote. The outcome of the plebiscite 
lends a new credibility to the Aquino govern¬ 
ment which is especially significant in the 
context of recent developments in Philip¬ 
pines. Since early November when the presi¬ 
dent sacked Enrile and issued an ultimatum 
to the left, the government has rapidly 
abandoned the more nebulous postures 
regarding both the left forces and the 
Muslims. .Aquinio has opted to define more 
sharply than before her political objectives 
and concretise them in a scries of moves. 

The 60-day ceasefire with the left forces 
in late November was followed in January 
by a pact with the More National Libera¬ 
tion Front. The November agreement with 
the National Democratic Front was for a 
temporary ceasefire and further rounds of 
talks with continuing negotiations; the 
ceasefire has been once extended and came 
to an end, ironically on the day the new 
charter was approved. The Cory government 
has succeeded in persuading the MNLF to 
withdraw its secessionist demands and agree 
to greater autonomy for the region although 
the other rebel group, the Moro Islamic 
Liberation Front, which was excluded from 
the deliberations has rejected the ceasefire 
and has continued to mount armed attacks 
which in turn have created further problems. 
Nevertheless, these two agreements have not 
only bought time for the Cory government 
but, more importantly, served to demon¬ 
strate her supposed sincerity in coming to 
terms with rebel groups in order to achieve 
the avowed objectives of reconstructing the 
national economy. 

At the same time the emergence of general 
Fidel Ramos, the chief of army staff, as a 
key political figure together with the 
appointment of Rafael lleto who, as 
Acquino pointed out, has a “distinguished 
diplomatic and military record" defined her 
stance vis-a-vis the military as well as the 
insurgents more sharply than before. Aquino 
had little choice but to make this open 
alliance with the 'saner' elements of the 
army—something that she might have post¬ 
poned till later had the coup threat of 
November not been of real import. That the 
tensions continue to exist is indicated best 
by the events of January 22 when the army I 
fired on a I0,000-$trong farmers’ rally 
demanding land reforms, killing IS people 
and injuring several more. This led to the 
resignation of .seven of the nine members of 
the Presidential Committee on Human 
Rights set up to investigate human rights 
violations under Marcos. In an effort to 
retrieve the situation Aquino overruled 
military advice and ordemd the troops not 
to stop'^e demonstrators who marched to 


within SO yards of the palace. However, she 
took no action on those who were respon¬ 
sible for the'firing and the military came out 
with the lame excuse that the firing had been 
instigated by Marcos supporters who had 
infiltrated both the troops and the farmers’ 
rally. 

The government has, of course, acknow¬ 
ledged that land refonns are crucial. In 
international circles Philippines is asking for 
a rescheduling of its debts on the plea that 
if money to carry out the land reforms is not 
obtained soon, it might jeopardi.se all efforts 
at economic recovery. Moreover, even rudi¬ 
mentary attempts at land reforms, if they go 
even a little beyond than what Marcos could 
had attempted, help to undermine the com¬ 
munist movement which considers it a major 
component of its charter of demands. The 
new constitution in fact incorporates an 
ambitious land reform programme which 
will include coconut and sugarland as well 
as the vast Aquino estates in the Luzon pro¬ 
vince, a stronghold of the left forces. 

And the government is already projecting 
the NDF’s rejection of the charter thus: 

BUSINESS 


“when the NDF rejects the constitutiem, they 
reject the people”. Armed as it now is with 
a ‘popular mandat^, the government has 
already, it appears, embarked on a stiffer 
attitude towards the communists. It has 
rejected the NDFs demands for considering 
an extension of the ceasefire and for resum¬ 
ing negotiations. The NDF has called on the 
people to wage "militant and unremitting 
struggles on all fronts”. The government 
negotiators have warned that they will not 
accede to “unreasonable demands” and that 
the military would hit hard if the rebels 
remained “hardheaded and stubborn”. 

It is doubtful if Aquino will be able to, 
or even intends to, carry out the land reforms 
that she has proposed. But even the cosmetic 
changes which she will probably implement 
may well find favour with a proportion of 
the farmers. In which case, the left move¬ 
ment will have to rethink its priorities and 
strategies. As things are, Aquino can and will 
claim—with a 76 per cent mandate and a 
voter turn-out of 90 per cent—that all 
but the extremists of the left and right are 
with her. 


Election and Edible Oil 


AN important development which has 
brought about a noticeable change in the 
vegetable oils market scene is the union 
government’s highly questionable decision 
raising the allocation of imported oils for 
the vanaspati industry from the December- 
January level of 10 per cent to 30 per cent 
(all at the concessional price of Rs 11,500 
a tonne) for February and to 40 per cent for 
March and April. It is stated that the posi¬ 
tion thereafter would be reviewed and the 
allocation increased, if necessary, to keep the 
prices of edible oils and vanaspati at 
reasonable levels. An assurance has also been 
held out that adequate quantities of edible 
oils would be imported to meet the gap 
between supply and demand for edible oils 
in order to hold the price line. Increased 
supply of imported oils to the vanaspati 
industry has had an.immediate impact on 
the market. In a matter of just four days 
vanaspati prices declined by Rs 25 to Rs 30 
per tin of 15 kg and edible oil prices drop¬ 
ped by Rs 1,000 to Rs 1,200 per tonne. 

Naturally enough, vanaspati manufac¬ 
turers are mighty pleased with the govern¬ 
ment’s decision. They could not have hoped 
for anything better. The industry is now 
: assured of regular supply of imported oils 
upto 30 per cent and more of its total oil 
requirements at the highly concessional price 
of Rs 11,500—about Rs 500 to Rs ^ a 
tonne cheaper than the ruling prices of indi¬ 
genous oils—when there is no control over 
the selling price of vanaspati. The industry 
has seldom had it so good. Vanaspati manu¬ 
facturers would now earn large windfall 
gains. 

But the sudden reversal of the policy 
rKtoring partially the drastic effect in 


December has evoked considerable criticism 
from quarters other than the vanaspati 
industry. Bilking to a cross-section of 
knowledgeable persons representing dif¬ 
ferent facets of the oilseeds economy, the 
impression one gathers is that the govern¬ 
ment’s decision has been guided by political 
expediency rather than by economic con¬ 
siderations. Though apparently intended to 
protect consumers, the decision is aimed 
primarily at appeasing the powerful vanas¬ 
pati lobby. 

Indeed, there is really no justification for 
increasing the allocation of imported oils to 
the vanaspati industry. In fact, it runs 
counter to the government’s declared policy 
of restricting imports of edible oils and 
ensuring'remunerative prices to oilseeds 
growers. The government could not possibly 
have chosen a more inopportune time for 
effecting the change in the policy. In another 
few weeks, the rape-mustardseed crop—the 
second largest source of edible oil supply- 
will start moving into the market in a big 
way. Thanks to the almost ideal weather con¬ 
ditions of late, the crop is now placed at 
around 32 lakh tonnes—about four lakh 
tonnes higher than the 19SS-86 harvest. 
What is more, quality-wise also, the crop is 
said to be much superior thus offering 
higher oil yield. The stepping-up of the 
supply of imported oils to the vanaspati 
industry at a time when the marketing of the 
rabi crops will be gathering momentum is 
certain to affect adversely growers’ interests 
thorijy harming the cause the government 
has been endeavouring to promote. There is 
no dearth of offi^ pronouncements 
emphasising the need for cnsiaing inore 
ranuneradve prices to dlseeds growers, bniy 
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some two months ago, the government 
talked glibly about the price rise in edible 
oils and oilseeds being in accordance with 
its deliberate strategy of increasing price 
incentives to indigenous producers and 
reducing dependence on edible oil imports. 
No major breakthiough in oilseeds produc¬ 
tion is in sight. Oilseeds production in 
1986-87—the second year of the Seventh 
Plan—is not only likely to fall far short of 
the year's target of 148 lakh tonnes but it 
is also expected to be less than the pro¬ 
duction of 131 lakh tonnes achieved in 
1984-85—the last year of the Sixth Plan. 

New Delhi’s concern over the rise in edible 
oil prices seems unwarranted. A clo.se look 
at the behaviour of the official wholesale 
prices indices shows that over the past 10 
years or so, the index for edible oils/oilsecds 
has kept to about 10 per cent lower than that 
for 'all commodities’. In December 1986, the 
index for edible oils stood only 5 per cent 
above the 'all commodities’ index whereas 
in December 1985 it was 16 per cent below 
the 'all commodities' index. There was no 
need to have got alarmed over the rise in 
prices during Dccember-January following 
the reduction in imported oil supply and the 
consequent increased demand for indige¬ 
nous oils from the vana.spati industiy. lidible 
oil prices would have eased during March 
and April under the pressure of rabi crop 
supplies. 

The hike in the allocation of imported oils 
to the vanaspati industry and olTicial state¬ 
ment about bridging the gap between 
domestic supply and demand make a 
mockery of the government’s earlier pro¬ 
nouncements about restricting edible oil 
imports because of the compulsions of the 
foreign exchange position and to compel the 
industry to depend increasingly on indi¬ 
genous oils especially minor oils the use of 
which is being encouraged through sub¬ 
stantial fiscal inducements. 

The hope that the drastic cut in the supply 
of imported oils in December signified a 
basic change in the government’s policy 
orientation has been quickly belied. In fact, 
the latest decision raising the allocation of 
imported oils is yet another telling illustra¬ 
tion of the government continuing to resort 
to ad hoc measures to deal with the exigen¬ 
cies of the emerging situation. Apparently, 
the government has still to recognise the 
elementary fact that according special treat¬ 
ment to vanaspati is quite irrational because 
vanaspati is nothing but refined and hydro¬ 
genated oil. It is bad enough to undertake 
to supply, on a continuing basis, imported 
oil to the vanaspati industry and still worse 
to supply this oil at highly concessional 
prices; the more so when there is no control 
over the selling price of vanaspati. 

One would not like to lend ear to market 
gossip but many market men have been 
heard saying that edible oil prices are being 
brought down merely with an eye on the 
forthcoming election in some of the states. 


Interestingly enough, these states are not 
important producers of oilseeds. It is pointed 
out that the vanaspati industry would not 
mind parting with some of the windfall 
gains accruing to it under the new dispen¬ 
sation to shore up the funds of the ruling 
party which is not comfortably placed in the 
states where the elections are in the offing. 

The union government has only it-self to 
blame if its actions expose it to such un 
charitable observations. Increased allocatioti 
of impiorted oils to the vanaspati industry 
and that again at concessional prices is by 
no means a sensible way of holding edible 
oil prices under check. 

Oil Refineries 

From Public to Joint .Sector 

THE Birlas have been selected by the govern¬ 
ment as the private sector partner in the 
Rs 900-crore joint sector 3 million tonne oil 
refincry-cum-petrochemical complex to be 
set up along with Hindustan Petroleum at 
Mangalore. The Mangalore and Karnal 
refineries were to be taken up in the public 
sector during the Sixth Plan (1980-85), but 
had to be deferred due to lack of financial 
resources. In 1983 it was mooted that these 
refineries be set up in the joint sector since 
finance vvas not available for them from the 
union exchequer. I hc original allocation for 
the Seventh Plan (1985-90) for oil explora¬ 
tion, production and refining was diustically 
cut, compelling the ministry to explore the 
possibility of setting up the two projects in 
the joint sector. 

Refining capacity at the end of the Sixth 
Plan was 45.55 million tonnes. Demand for 
petroleum products was expected to rise to 
52.67 million tonnes in 1989-90 at a pro¬ 
jected annual growth rate of consumption 
of 6.4 per cent. The additional capacity was 
to be set up through debottlenecking and 
expansion of existing refineries. The demand 
for petroleum products was expected to be 
69.90 million tonnes at the end of the Eighth 
Plan (1994-95) and hence the Kama! and 
Mangalore projects had to be initiated in the 
Seventh Plan If the current annual rate of 
growth of consumption of middle distillates 
(aviation turbine fuel, kerosene and diesel 
oil) of 6.8 per cent continues in the future, 
three to four refineries would be required to 
be set up in each subsequent Plan period till 
the year 2000. 

The financial package for the Mangalore 
refinery has not been specified but assuming 
a debt-equity ratio of 3:1, about Rs 600 crore 
will have to be raised from the banks and 
capital markets at home and abroad. The 
question of foreign collaboration has also 
not been discussed but if a large amount is 
to be raised on the international financial 
markets, foreign technical-cum-financial col¬ 
laboration cannot be ruled out. It is 


TWENTY YEARS AGO 

EPW, February 11, 1967 

The deplorable incidem at Indira Gandhi’s 
election meeting in Bhubaneshwar on Wednes¬ 
day, in which the prime minister was hit in the 
face by a stone, has dramatically turned the 
attention of the whole country to ihe danger 
of ihe elections being disrupted by acts of 
violence. This was not. of couise. the first 
instance of violence at an election meeting. 
.Stones were thrown at a meeting ot the Con¬ 
gress president at Ttrupati; election meetings 
of Morarji Desai have been repeatedly distur¬ 
bed; in West Bengal the Left Communist 
leader, lyoli Basu, was recently injured by a 
brickbat; in Bombay poll meetings have ended 
in disorder more than once . The problem 
of violence, so far at any rate, has been a taw 
and order problem, calling for firm handling 
by the unimary agencies charged with the main¬ 
tenance of order. This is, admittedly, no rca-son 
for complacence since violence if it persists, 
is bound to snowball and the law and order 
problem can grow inlit a political problem. 

a grave situation has arisen in Kashmir 
following the rejection of nomination papers 
of a large number of opposition candidates 
the rejection of over 45 per cent of the nomina¬ 
tion papers ftled cannot but arouse suspicion. 
But worse, not a single Congress candidate had 
had his papers rejected Cteaily, the situa¬ 
tion calls tor an imjjartial inquiry. Mercifully 
such ihieais to a free and fait election, whether 
in the form of violence or abuse of the powers 
of the government, have been limited so far 
These developments are unmistakable, but need 
they necessarily portend the end of democracy? 
Neither a one-man-dominated ruling party nor 
a one-party-dominated political system is a 
prerequisite of democracy, in fact, both may 
imperi; it if they persist over a jyeriod of time. 

• * • 

A decade ago when the foreign exchange 
shortage hit our consciousness, import of 
capital goods was assigned a sanctity out of 
proportion to its potential for generating 
growth of income... Between 1951 and 1958 .. 
the value of fixed assets in industry increased 
by IP per cent, ex-factory value of output by 
23 per cent and net value added by 33 per cent 

. .The change in the pattern of industrialisa¬ 
tion has been largely responsible for this 
disparity but that does not take away the force 
of the argument that investment, a large part 
of It involving imports, has received more 
emphasis than getting comincrisurale output 
out of It 

* * • 

ITie past week in liin/ama has been notable 
for two incidents: the adoption by the party, 
TANU ol a sort of chattel of socialism, and 
for the orders .served on Sw-veral Asian and Arab 
traders to leave the country within two 
months. The expulsion order served on over 
200 Asian and Arab residents have come as 
a great shock Thnzania has 20,000 Asians 
and Arabs.. Liberal provisions were made for 
them to become citizens of independent 
Tiinganyika . Large sections of the Asian 
community .chose not to make use of 
these.. .Most of the people affected . gene¬ 
rally fall in the category of small traders or 
shoemakers or tailors and are; most of them, 
quite poor and unlikely to have exploited their 
fellow human beings. Even among many of 
the Africans there is not much enthusiasm for 
this eviction; they feel that the real exploiters, 
the big businessmen, h<v>e been let off. 
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speculated that for the 6.0 million tonne 
Karnal oil refinery the Hita’s might tie up 
with Shell International Petroleum (US). 
This would mean a re-entry of foreign 
capital into India’s oil refining sector. Indian 
Oil Corporation had staked its claim to 
independently set up the Karnal refinery in 
the public sector since it had the technology 
and could raise the funds in the Indian and 
int^national capital markets but the govern¬ 
ment was unwilling to allow this and insisted 
on the participation of the private sector. 

Paper 


Dormant Capacity 


THE government has finally withdrawn the 
paper control order which had remained a 
bone of contention between the paper in¬ 
dustry and the government ever since it was 
introduced in 1974. In any case, the order 
which was introduced in the wake of serious 
paper shortage and which was modified a 
number of times, had outlived its utility. 

Initially the order was introduced with a 
view to ensuring adequate supplies of white 
printing paper to the educational sector at 
reasonable prices. Because of the wide 
demand-supply gap, almost every variety of 
paper commanded a premium in the seven¬ 
ties and the mills could easily recover their 
claimed losses on paper supplied to the 
educational sector at controlled prices from 
their open market sales. 

To begin with, the paper control order was 
made applicable to paper mills with an in¬ 
stalled capacity of 6,000 tonnes per annum 
and above. The original order had also 
exempted mills which were technically in¬ 
capable of producing white printing paper 
or whose cost of production was too high 
from levy obligation. Thereafter, in order to 
give relief to smaller units, the goveriunent 
raised the capacity exemption limit in phases 
to 24,000 tonnes per annum. Moreover, it 
was decided in 1979 that even a unit with 
a capacity of 24,000 tonnes per annum or 
above could get exemption from the levy 
obligation if it was found to be facing a 
‘critical financial situation’. 

Consequently, the mills which remained 
within the ambit of the Paper Control Order 
accounted for no more than 46 per cent of 
the industry’s total installed capacity. Thus 
the supply base for white printing paper 
became restricted even as the demand from 
the educational sector increased from about 
75,000 tonnes a year when the paper control 
order was introduced to 1,50,000 tonnes a 
year by 1985-86. Even the mills which 
remained within the ambit of the order were 
often found to be defaulting in the discharge 
of their levy obligation. Quite a few units 
had stopped supplying white printing paper 
by obtaining stay orders from high courts 
while some others obtained exemption from 
the government as they were in the sick list. 
Some of the mills covered by the order did 
not have the facilities to produce white print¬ 
ing paper and the only way they could fulfil 
their levy obligation was by buying the paper 


from the open market and then supplying 
it to the government. The mder did not allow 
for any estemption on these grounds for mills 
having installed capacities of 24,(XX> tonnes 
per annum and above: 

It m^ be noted that the actud supplies 
of white printing paper made available to 
the educational sector at controlled prices 
during the three years from 1983-84 to 
1985-86 amounted to only 2,38,332 tonnes 
against the total allocation of 4,11,700 
tonnes. This worked out to 57.8 per cent of 
the allocation. 

The industry’s contemion was that it was 
losing heavily on the supplies of white print¬ 
ing paper to the educational sector since the 
controlled price was much below the cost of 
production. Though it was raised by Rs 800 
to reach the level of Rs 7,200 per tonne in 
January 1986, the industry sources main¬ 
tained that on every torute of white printing 
paper supplied to the educational sector, it 
was incurring a loss of Rs 1,300 since the 
cost of production was R.s 8,500 per tonne. 

With supplies exceeding demand during 
the last few years, or so, prices of all varieties 
of paper eased somewhat and there was no 
possibility of making good the losses on 
while printing paper. In fact, the fortunes 
of the paper industry have witnessed a 
steady decline since 1979-80. While there has 
been an impressive increase in the installed 
capacity of this industry during the sixth 
plan, capacity utilisation has declined 
sharply. For instance, during the five years 
ended 1984-85, the installed capacity of 
paper and paper board increased from 12.65 
lakh tonnes to 23.49 lakh tonnes surpassing 
the plan target of 20.5 lakh tonnes. Installed 
capacity increased further to 24.50 lakh 
tonnes by 1985-86 against the target of 24 


IM tonnes set for tUs tntaiaalyear t^ the 
seventh pliii (1989-90). The bulk of the new 
capacity is accounted for by the laige 
number of small paper mills that were 
allowed to be set up through import of 
second-hand machines at concessional rates 
of import duty. Most of these small paper 
mills are saddled with obsolete technology. 
They are also facing the problem of raw 
material scarcity. 

Not surprisin^y, the production of paper 
and paper board increa^ at a much slower 
pace than the increase in installed capacity. 
It increased from 10.60 lakh tonnes in 
1979-80 to 13.50 lakh tonnes in 1984-85 and 
15 lakh tonnes in 1985-86. Thus capacity 
utilisation in the industry declined from 
about 84 per cent in 1979-80 to 64 per cent 
in 1983-86. This partly explains the high pro¬ 
duction costs of the industry. The other 
reason is obsolescence of technology. 

Notwitnstanding the slow growth in the 
output of paper, however, the industry is 
facing a demand recession presumably on 
account of high prices. There is an urgent 
need for the indu-stry to modernise and 
improve its capacity utilisation to bring 
down production costs so that prices are 
maintained at reasonable levels and demand 
picks up. 

The withdrawal of the paper control order 
will no doubt help the bigger units to im¬ 
prove their financial position and enable 
them to undertake the much-needed moder¬ 
nisation programmes. At the same time it 
is necessary to make alternative arran^ie- 
ments to subsidise supplies of white printing 
paper to the educational sector. Otherwise 
text books and exercise books will become 
costlier. As it is, they are high-priced already. 
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CAPITAL VIEW 


Under-Developed War Games 

Romesh TIi^nu’ 


SO many senior officers have been 'brief¬ 
ing' the editors of our newspapers that our 
establishment nucleariser, K Subramanian, 
finds himsdf reduced to an occaaioDal vcm 
The editors have become military straiqjtts, 
with all kinds of borrowed perceptions about 
the capabilities of India and Pakistan. Alt 
this is part of the scenario of confusion in 
which at least the expression, ‘brass tacks’, 
the name of the Indian exercise, has become 
popular. But we have to go beyond all this 
clutter. 

The official talks took too long. The brief¬ 
ings were bad on both sides. And when all 
seemed settled, the introduction of details 
into the talks almost stymied the talking. I 
hope that we will get a verified account of 
what happened, how the escalation built, 
and who put out the phoney story of ‘sus¬ 
tained firing’ and the movement of 30,000 
in Jammu and Kashmir. After all, even our 
lazy ministers planned visits to the 'front'. 
Three grunts for Intelligence! 

We must uncover these under-developed 
war games. Why did Pakistan persist in con¬ 
centrating its forces alo^ the Purtiab bonier 
after its November manoeuvres had been 
completed, and then move them without 
timely explanation into areas adjoining 
insurgency pockets? Isn’t there any credible 
communication system between the two 
armies? Was Pakistan merely responding to 
the deployment of armoured formations in 
the Rajasthan desert, not far from Sind? 
Who b^an the ’flap’, using the terminology 
of soldiers? General Sundarji, the army 
chief? Or someone who encouraged him? 
Was the ‘flap’ to militarise the Punjab 
border, and did it involve movements that 
cancelled out the Rajasthan exereises? Or did 
the mobilisation retain its original character? 
Who ordered the ‘red alert' on January 23, 
and was the ‘sustained firing’ story pairt of 
the war scenario? Was the brieflng of foreign 
governments a Cabinet decision? What was 
the financial cost of all this bally-hoo? 

I don’t have to say that, whatever the 
answers to these questions, we have lost the 
war games. President Zia of Pakistan, the 
PR operator that he is, won out when he 
declared that he was visiting India to witness 
the cricket between the two countries. The 
world breathed a sigh of relief. Too much 
underdeveloped warring can prove very 
destabilising for everyone. 

Getting down to brass tacks, it is childish 
to see the sudden transfer of Vishwanath 
Pratap Singh from fmance to defence as a 
normal move to strengthen national con¬ 
fidence. Prime minister Rajiv Gandhi’s 
fhctional games ilmuld hot be mind up with 
the war games. Admittedly, they are of a 
sort, de^^te the patriotic impu^ of our 
newspaper editort who are iK»mally.iiipiiie. 
i«t tte cildcal lesson Is sought to be 


smothered, judging from the coverage in the 
media. 

Apart from all the changes in power 
balances and superpower inhibitions result¬ 
ing from various alignments and realign¬ 
ments in Asia as a whole—some considera¬ 
tions that should make India and Pakistan 
take a cautionary view of uncontrolled 
escalations—the awful fact is that we are 
planning manoeuvres near insurgency in 
each other’s internal areas. Pakistan hopes 
to exploit the angers in the Sikh community 
along the border, convinced that moves here 
will damage the rear of the Indian army. 
India pl^rs an almost identical game along 
the border of Pakistan’s Sind province where 
politics are becoming hostile to a dictator¬ 
ship dominated by Puqja’oi interests in the 
army. The manoeuvres are aiming at the 
jugular. 

The motivations on either side are power¬ 
ful. Pakistan military prestige was delivered 
a disastrous blow by the miserable perfor¬ 
mance of its armies in Bangladesh in 1972. 
Since then, a collision has been sought by 
the hardliners to restore the faith of the 
military in its imagined ‘prowess’. India’s 
hawks, meanwhile; dream of ‘another round’ 
to drive home the message of Pakistan’s 
Bangladesh defeat, and in the area of 
Pakistan proper. These ugly thoughts 
flourish despite the sentiments around peace 
and friendship—and, now, cricket-viewing 
included! 

1 am glad that India and Priustan have 
moved to a defusing, however limited, but 
I hope it will lead to a wider dialogue lo 
settle the line of actual control in Jammu 
and Kashmir as a permanent frontier. So 
long as we refuse to face facts on the ground, 
the possibility of one flap following another 
remains, as also the competition between us 
over the piling up of the armaments the US 
and USSR choose to unload on us as aid or 
against rupee payments. And there is the 
business of the nuclear bomb! 

We need to act very much more intelli¬ 
gently on the security problems of the 
southern regions of Mia? The region is 
attracting global attention because it is seen 
as an extraordinary area for exploitation and 
as a market for manufacturers from outside 
lb be at the mercy of ca.sual assessments and 
hunches is dangerous. Our plight is under¬ 
lined by Rajiv Gandhi’s failure properly to 
note the content of his private ten-hour talks 
with Mikhail Gorbachev which urged 
new orientations in our relations with 
neighbours. 

The countries of South Asia have to grow 
up and do some hard-headed problem solv¬ 
ing (» tiw basis of existing realities, 'fk are 
all ^ty of postponing the day of decision. 
It results in fl^ and more flaps. No 
agreements around *defluion’ are enough 


because the fuses remain and are ignited 
from time to time to serve the purposes of 
politicians. Our countries are tied up in 
enough violence not to encourage more 

Anyone looking at the dismal scene of 
today, and wondering what the future holds 
cannot run away from our war games. They 
are the most irrelevant aspect of our situa¬ 
tion. and serve no purpose at all except to 
build chauvinistic and nationalistic res¬ 
ponses. We have to begin working out the 
systems which keep South Asia at peace, 
prevent the misunderstandings that excite 
people to the point where tdl thought 
disappears. 

India has to play a leading role in this con¬ 
solidation. Too long have we adopted a tit- 
for-tat attitude It is horribly naive and 
inevitably escalates the worst of attitudes. 
In the practice of the past forty yems, there 
is enough evidence of the bankruptcy in such 
posturing. How many government and 
opposition nctas realise this? 1 do not hear 
the voice of sanity. 

Yes, R K Hegde talks sense, but, then, he 
has only said that divisiveness at political 
level does not make sense because all the 
parties are committed more or less to the 
same juvenile programmes. Weil, let’s start 
from this beginning, this realisation, if we 
have the interests of this country at heart. 
Another under-developed game, but positive 
at least. 

Footenote. If every community in India, 
particularly the Hindu, turned to its 
priests to take political orders, imaipne 
what would happen! It’s time for the Sikh 
community to see their priests at the 
Golden Ibmple as nothing but the cynical 
instruments of a rather bogus ‘sarbat 
khalsa’ organised by the extremists. 

February 6. 


Gujarat Anibuja (leiiinilti 
GUJARAT AMBUJA CFMTNTS has 
received a letter of intent for doubling the 
capacity of its plant and expects to start 
work on the new project next month. The 
company is also planning to manufacture 
speciality cements like oil well cement, 
sulphate resistant cement, high strength 
cement and special cement for plastering for 
different uses. Meanwhile, the company 
expects to achieve its full installed capacity 
of 7 million tonnes per annum by September 
this year. Turnover for the year ending June 
1988, according to managing director 
N S Sekhsaria, is expected to be around 
Rs 80 crore at current prices. The company 
launched Ambuja Cement in September last 
and has already supplied over a million bags. 
The company expects to sell about 4.S0 lalh 
tonnes for the year endii^ June 1987 which 
would give a turnover of Rs 4.S0 crore 



STATISTICS 


Variarion (Per Cent) 


Index Numbers of Wholesale Prices 

Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(24-1-87) 

Month 

Year 

29, 1986 

85-86' ' 

84-85 

83-84 

82-83 

All Commodities 

1000 

380.6 

0.7 

6.3 

6.0 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

355.9 

1.1 

8.2 

8.1 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

336.3 

0.2 

6.5 

5.4 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

332.3 

4.2 

17.4 

20.9 

■ 10,5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and Lubricants 

85 

621.5 

— 

4.2 

2.0 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

360.4 

0.6 

5.4 

5.5 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Coat of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




VIonth 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 

1960 = too 

688 

-0.6 

9.2 

7.8 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 

1960 =. 100 

615* 

0.3 

8.1 

5.3 

6.8 

8.1 

10.3 

8.0 

For Agricultural Labourers 

July 60 to 

585" 

-0.2 

4.3 

5.2 

4.8 

0.2 

11.4 

5.2 

June 61 = 100 













Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 





Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(16-1-87) 

Month 

Year 

28, 1986 

85-86 ^ * 

84-85' ' 

83-84 

82-83 

Money Supply (M,) 

Rs Crore 

1.37,253 

3,388 

20,760 

19,024 

15,192 

16,058 

13,031 

10,115 



(2.5) 

(17.8) 

(16.1) 

(14.9) 

(18.7) 

(17,9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

71,173 

1,982 

12,144 

12,682 

9,579 

8,445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

89,723 

2,483 

10,626 

8,008 

9,745 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector Rs Crore 

3,698 

-200 

966 

-286 

299 

1,419 

-104 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

1,01,355 

2,989 

16,849 

16,636 

12,475 

11,519 

8,5.50 

7,299 



(3.0) 

(19.9) 

(19.6) 

(17.3) 

(19.0) 

(16.4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

6,879 

-200 

521 

- 1,35 

53 

1,319 

1,233 

911 






(0 8) 

(24.0) 

(28.9) 

(27 2) 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


(1970 100) 























In 

In 

In 

In 

In 




1986 

1985 

1986" 

1985' ' 

1984 

1983 

1982 

General Index 

100.00 

216.1" 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0* 

230.5 

225.1 

2.4 

2.6 

6.6 

5.3 

0.9 

Intermediate Goods Industries 

21.33 

192.3* 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








iviomn 

(Nov. 86) IV86-87* 

1985-86* 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

925 

7,997 

7,186 

10,420 

11,855 

9,872 

8,908 

7,803 





(-12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,508 

12,4f>6 

13,136 

18,371 

17,173 

15,763 

14,356 

13,671 





(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-583 

-4,469 

5,950 

• 7,951 

- 5,318 

- 5,891 

-5,448 

-5,868 

Employment Exchange Statistics 

Unit 

Latest 
Month 
(Aug ^) 

Cumulative for* 








1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

28,459 

28,459 

25,366 

26,270 

23,547 

21,954 

18,646 

16,584 

(as at end of period) 





(11.6) 

(7.3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

Thousand 

522 

3,692 

4,001 

5,766 

6,220 

6,655 

5,862 

6,277 





(-7.3) 

(-6.5) 

(13.5) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

404 

465 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

30 

248 

263 

373 

407 

486 

474 

505 






(-8.4) 

(- 16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1985-86'' 

1984-85" 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (Current Prices) 

Rs crore 

2,15,024 

1,90,888 

1,72,704 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

64,988 

61,838 

59,341 

55,032 

53,168 

50,736 

47,138 

49,633 

Per Capita Income (1970-71 Prices) 

Rupees 

798 

775 

764 

721 

715 

700 

664 

717 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

■f Upto latest month for which data are available. 

-t- + Provisional data. 

Notes; (1) Superscript numeral denotes month to which figure relates, eg, superscript' indicates that the Figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous perit^. 
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COMPANIES 


Diversified Market 

Hansavivek 


BHARAT GEARS has improved its market 
mix. It has now on its customer list not only 
manufacturers of commercial vehicles and 
tractors, but also jeeps, passenger cars 
(including Maruti and Contessa), defence 
vehicles, tanks, armoured personnel carriers, 
oil engines, cooling towers, forklifts, power 
tillers, heavy earth moving equipment, 
machine-tools, railways, etc. Meanwhile, the 
industrial licence to increase the automotive 
gear manufacturing capacity to 4,000 ton¬ 
nes is under advanced stage of implemen¬ 
tation. It is expected that the installed 
capacity would be nearly 4,000 tonnes per 
annum by August next. The furnace division 
of the company is now well established and 
expects to execute orders of the value of 
Rs 2 crore during the current year. The divi¬ 
sion is now equipped to take on turnkey jobs 
of setting up complete heat treatment plants 
and to manufacture most energy conserva¬ 
tion type of furnaces. Its contribution to 
the profitability of the company is quite 
.significant. 

The Week’s Companies 


The company continues to make good 
progress on the export front. During the last 
two years, on an average, exports have been 
approximately US $ 4 lakh per annum, 
almost entirely to the US. The management 
has been having negotiations with reputed 
OE manufacturers in North America and 
UK and expects orders of the value of about 
US $ 2 million, out of which the company 
will be able to execute orders of US $ 1 
million during the current year. The direc¬ 
tors envisage a target of S 2.5 million per 
annum in these markets. 

The company also sees its major share¬ 
holder, Zahnradiabrik Friedrichshafen (ZF), 
West Germany, becoming an important 
customer over the years as the latter regards 
the company’s plant as paxt of its world wide 
capacity for the requirements of gears and 
other components. The company’s agree¬ 
ment with 7.F for the manufacture of gear 
boxes for light and medium commercial 
vehicles has been taken on record by the cen¬ 
tral government. The company has allotted 


2,58,941 equity shares of Rs 10 each to ZF 
against full payment of Rs 77,68,230 at a 
premium of Rs 20 per share. Implementa¬ 
tion of this project is in progress and the first 
gear box assembly is expected to be com¬ 
pleted this year. 

A fresh letter of intent has been received 
by the company to the effect that the central 
government is prepared to issue an industrial 
licence for an annual capacity of 9,000 ton¬ 
nes of forgings in a new industrial under¬ 
taking at Nasik in Maharashtra. The joint 
sector project in UP, Raunaq Automotive 
components, is under implementation. It has 
had very encouraging response from the 
trade as well as OEMs for their range of pro¬ 
ducts, which will be marketed by Bharat 
Gears. 

To meet a part of the finance required for 
the gear box project and expansion in the 
gear manufacturing capacity from 2,000 ton¬ 
nes to 4,000 tonnes per annum, the company 
made an issue of ‘rights’ convertible deben¬ 
ture of the aggregate face value of Rs 9.67 
crore. The company intends to retain excess 
application money upto 25 pci cent of the 
i.ssue amount. 

During the year ended July 1986, the com¬ 
pany was able to step up its sales from 
Rs 16.88 crore to Rs 20.69 crore, but it had 
to beat a retreat on the margins front and 
gross profit turned out to be lower at Rs 2.22 
crore against Rs 2.43 crore in the previous 
year with depreciation claiming a lower 
amount. Net profit is higher at Rs 85 lakh 
(Rs 33 lakh). Equity dividend has been 
raised by 2 points to 20 per cent and is 
covered 1.98 times by earnings as against 
1.43 times previously 

KCP has suffered a setback in its working 
during 1985-86. Gross profit came down 
from previous year’s Rs 12.68 crore to 
Rs 10.52 crore following decline in sales 
from Rs 96.22 crore to Rs 72.85 crore. Profit 
margins, however, looked up. With both 
depreciation and taxation claiming mote, net 
profit has turned out to be higher at Rs 4.52 
crore (Rs 3.97 crore). Equity dividend, 
reduced from 15 per cent to 12 per cent on 
the capital enlarged by a one-for-two bonus 
issue, is covered 3.30 times by earnings as 
against 3.48 times previously. 

IFCI has agreed in principle to grant an 
equipment loan of Rs 130 lakh to the com¬ 
pany for replacing two old 20-tonne boilers 
by a 50 tonne fuel-efficient one at its sugar 
unit. This is estimated to cost Rs 182 lakh. 
The cement factory at Mancherla produced 
2,57,794 tonnes of cement at against 
2,62,475 tonnes previously. The small fall in 
production is attributed to inferior quality 
of coal. The company has applied for exten¬ 
sion of the validity of the letter of intent to 
manufacture annually 4 lakh tonnes of 
ordinary Portland cement till the end of 
1987, as modernisation and technological 
upgradation of the factory is expected to be 


(Rs Lakh) 


Bharat Gears _Kt P_ Spencer 

Latest Year Last Year l.aiesl Year Last Year Latest Year Last Year 



11.7-86 

31-7-85 

30-6-86 

30-6-85 

304i.86 

30-6-85 

Paid-up Capital 

259 

233 

1143 

762 

100 

100 

Reserves 

929 

923 

1804 

1869 

297 

278 

Borrowings 

1198 

1046 

1991 

971 

1047 

1003 

of which Term borrowings 

852 

519 

112 

181 

122 

123 

Gross fixed assets 

2411 

2602 

5342 

5123 

469 

401 

Net fixed assets 

1669 

1725 

1793 

1811 

305 

246 

Investments 

14 

11 

259 

216 

342 

303 

Current liabilities 

676 

540 

4372 

4725 

1033 

790 

Current assets 

1415 

1076 

7258 

6300 

1783 

1574 

Stocks 

424 

286 

2844 

2230 

568 

474 

Book debts 

683 

586 

1477 

1419 

363 

374 

Net sales 

2069 

1688 

7285 

9622 

2563 

3061 

Other income 

63 

53 

803 

645 

706 

422 

Raw material costs 

873 

722 

2548 

4455 

2553 

2753 

Wages 

306 

269 

672 

632 

300 

219 

Interest 

196 

112 

234 

221 

95 

93 

Gross profit (+)/loss (-) 

222 

243 

1052 

1268 

54 

37 

Depreciation provision 

131 

190 

390 

441 

14 

15 

Ikx provision 

6 

— 

210 

430 

12 

It 

Net profit (+)/loss (-) 

85 

53 

452 

397 

28 

11 

Investment allowance reserve 


— 

“■ 

41 

— 

-- 

Transfer to reserves 

39 

13 

315 

242 

18 

2 

Dividend 

Amount P 

3 

3 



4 

4 

E 

43 

37 

137 

114 

6 

5 

Rate (per cent) P 

9.50 

9.50 

— 

— 

6.5 & 8.5 

6.5 & 8.5 

E 

20 

18 

12 

15 

15 

12.50 

Cover (times) 

1.98 

1.43 

3.30 

3.48 

4.00 

1.40 

Ratios (per cent) 

Gross profit/sales 

10.73 

14.39 

14.44 

13.18 

2.10 

1.21 

Net profit/capital employed 

9.29 

6.04 

15.33 

15.02 

7.05 

2.85 

Inventories/sales 

20.49 

16.94 

39.04 

22.17 

22.16 

15.48 

Wages/sales 

14.79 

15.93 

9.22 

6.56 

11.70 

7.15 
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completed by (hen. (^t of the estimated cost 
of modernisation of Rs 30.40 crore, Rs 7.60 
crore will be out of internal generation and 
the rest will come by way of term loans 
sanctioned by ICICI, IDBI, IFCl, IRBI and 
World Bank. Turnover and service receipts 
of the engineering unit were lower at 
R.S 36.49 crore (Rs 54.05 crore). 

SPENCER AND COMPANY has shown 
improved results for the year ended June 
1986. Although sales has been lower at 
Rs 25.63 crore against Rs 30.61 crore, gross 
profit has increased from Rs 37 lakh to 
Rs 54 lakh. Net profit is mdre than doubled 
to Rs 28 lakh from previous years Rs 11 lakh. 
The directors have raised equity dividend 
from 12.5 per cent to 15 per cent and the 
enhanced distribution is covered four times 
by earnings as against only 1.40 times 
previously. 

All the subsidiary companies have report¬ 
ed satisfactory results during the year. The 
dues from subsidiary companies have also 
been reduced considerably as at end of June 
1986 and subsequently by further amounts. 
C H Bhabha, chairman, passed away during 
the year. The board has elected S Ranga- 
nathan as new chairman. Homi C H Bhabha 
has been elected as vice chairman and 
R Venugopal, who was appointed as whole 
time executive director on April 5,1984, has 
been appointed as vice chairman and 
managing director for five years from 
September 18 last. 


In the Capital Market 


Ap|de Leasing and Induatries is coming 
to the market with a public issue of conver¬ 
tible debentures aggregating to Rs 1.5 crore 
to part-finance its future expansion and 
diversification plans. The debentures will 
have a face v^ue of Rs 100 each. The 
company has fixed 20 debentures as the 
minimum per application, so that applicants 
get shares in marketable lots of 100 equities 
after conversion. A sum of Rs 50 per deben¬ 
ture will be converted into 5 equity shares 
of the company at par in less than 6 months 
from the date of allotment. The investor 
would be receiving the shares at par against 
the current prevailing market price of Rs 30 
ex-right. These debentures will attract an in¬ 
terest of 15 per cent, payable half-yearly. The 
debenture is.sue is managed by Canara Bank, 
J M Financial & Investment Consultancy 
Services and Dena Bank. Bank of Ibkyo and 
Oman International Bank are advisors to the 
issue. 

Apple has set up 4 computer software and 
manpower development centres in the 
country—two in Bombay and one each in 
Pune and Bangalore. The company entered 
into a collaboration agreement with Na¬ 
tional Computing Centre ^CC) of UK in 
July last. Apple has got exclusive rights to 
conduct NCC manpower development pro¬ 
grammes in India. The programmes con¬ 
ducted by Apple are at par with the best in 
the world and are recognised world over. 


Over ISO, fourth generation computers are 
in operation in Apple's computer centres. 
Soon Apple will be having an ait India net¬ 
work by establishing such computer centres 
at Calcutta, New Delhi, Ahmedabad, 
Madras, Hyderabad and Baroda, and all 
these centres are expected to be operational 
by April 1987. Apple has so far invested 
about Rs 2 crore in these centres. Over 1,500 
participants attend Apple’s programmes 
daily and their number is growLog every day. 
Apple is also planning to go internation^ 
by setting up centres in Sri Lanka, Nepal, 
Bhutan, Mauritius and gulf countries. Apple 
is also specialising in software development 
and marketing. It is developing and market¬ 
ing highly speciali.sed software packages 
tailor-made to meet the requirements of 
various end-users and soon Apple will of¬ 
fer complete turnkey services to organisa¬ 
tions for computerisation of their entire 
operations. Apple is also planning to take 
up manufacturing activity in high techno¬ 
logy areas of electronics and computers. The 
company’s leasing division too has fared ex¬ 
tremely well and with judicious mix with the 
computer activities, the eero (ax .status 
achieved in ihc first year is likely to continue 
for the next two years. The public issue will 
open on February 23. 

J B Advani and (Company (Mysore), which 
has been engaged in trading activity since 
1948, is diversifying into manufacture ot 
cosmetics and toiletries. The company has 
set up a Rs 118 lakh project in the small scale 
sector at Peenya Industrial Estate in Kar¬ 
nataka for manufacture of after-shave 
lotions, colognes, shaving creams, sham¬ 
poos, soaps and talc in collaboration with 
Mem International, USA, maker of the 
renowned ‘English Leather’ brand of men’s 
cosmetics and toiletries. The collaborator 
will assist the Indian company in marketing 
of 40 per cent of its production in the inter¬ 
national market. The company is making an 
is' tin of 7,76,500 equity shares of Rs 10 each 
at par on February 18 to raise a part of the 
finance required for the project. TVial pro¬ 
duction of some of the products has already 
started and commecial production is to com¬ 
mence very soon. The company has an all- 
India sales network with branches at Bom¬ 
bay, Delhi and Madras. All products will be 
sold under the brand name ‘English Leather*. 
The public issue is managed by Grindlays 
Bank and New Bank of India. 

Vlioo Yang Electnmice (India) setting up 
a Rs 284 lakh project for the manufacture 
of plastic and metallised film capacitors with 
an installed capacity of 38 million pieces per 
annum. The company has got registration 
from the Secretariat for Industrial Approvals 
for a unit with a maximum capacity of 50 
million pieces per annum. The project is 
being established at Nokia in Ohaziabad 
district of UP with technology from Woo 
Yang Electronics Ind Company of South 
Korea. The unit will manufacture consumer 
grade plastic film capacitors covering com¬ 
plete range in various voltage ratings. Plastic 


film capacitors are dectronic components 
widely used in dectronic and dectrical 
applications for coupling and de-coupiing, 
tuning and timing, in addition to thdr use 
as filter, suppression and smoothing, etc. 
The company is making an issue of 8.04 lakh 
equity shares of Rs 10 each at par to raise 
a part of the finance required for its pro¬ 
ject. The issue will open on February 16. 
According to Ashok Gupta, managing Erec¬ 
tor, there is a large demand in the domestic 
market for the company’s products. The 
company has also received a firm export 
order from Effective Industrial Company 
(EIC), Hong Kong for 2 million pieces of 
capacitors per month for an initial period 
of 5 years from the date of commercial pro¬ 
duction. This is equal to 63 per cent of the 
company’s installed capacity. EIC is an 
associate of the S Korean collaborator and 
has substantial imports of electronic com¬ 
ponents from different countries in South 
East Asia. The plant is expected to be com¬ 
missioned next month. The issue is manag¬ 
ed by Standard Chartered Bank, Indian 
Overseas Bank and Canara Bank. Indian 
Rank is the advisor to the issue. 


Oiiiict Steels is entering the eapital market 
with an is.sue of 24 lakh equity shares of 
Rs 10 each at par. After making reservations 
for employees, workers and business associa- 
tc.s, 21.07 lakh shares are being offered to the 
public. The eompany has been permitted to 
retain upto 25 per cent of the issue amount 
in ca.se of oversubscription. The issue will 
open for subscription on February 18,1987. 
The proceeds of the issue will be used to 
part-finance a Rs 13.45 crore project for 
annual manufacture of 12,500 tonnes of cold 
rolled steel, being set up at Nanded in Maha¬ 
rashtra. The company has been promoted 
by R N Gupta, S P Jain and B L Agarwal, 
who also promoted the successful ventures 
like Lloyds Steel and Sipta Coated Steels. 
The company has already imported and in¬ 
stalled a 20 Hi Sendzimir mill from Usinor 
Aciers of France, one of the largest pro¬ 
ducers of cold rolled steel in Western Europe 
The plant is expected to go on stream by 
April 1987 and commercial production is 
expected to commence soon thereafter. The 
company will be manufacturing a 100 per 
cent import substitute product. Moreover, 
the associate company, Sipta Coated Steels, 
which currently imports large quantities of 
cold rolled steel, will procure its re¬ 
quirements from Comet. The total market 
demand of thin gauge cold rolled steel is 
estimated at 2 lakh tonnes per annom, ac¬ 
cording to managing director S P Jain, and 
Sipu Coated alone will require 40,000 ton¬ 
nes annually. This leaves a wide gap which 
offers scope for fiiture expansion. By chang¬ 
ing the product mix and adding bduidng 
equipment, the production can be increased 
to 27,000 tonnes per annum subject to 
government approval. Moreover, the com¬ 
pany’s products win find applicition in the 
automobile galvanising, electrical, paper and 
textile industries. 
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Calcutta Diary 

AM 


AS our eiders might han^e said, food for 
thought. Honest, diligent statisticians are at 
work, and they produce hone.st, diligent 
statistics. Such that, in the fifteen years 
since 1970-71, real income in the country’s 
primary sector, consisting of agriculture and 
allied activities as well as of mining and 
quarrying, has grown at the rate of around 
2 per cent per annum, and the corresponding 
rate of advance in the secondary .sector, com¬ 
prising manufacturing, electricity, gas and 
water supply, and construction, has been a 
little above 4 per cent per annum. The real 
buoyancy, we have been informed, is however 
in the nation’s tertiary sector-—that is, in the 
so-called services industries—where the rate 
of growth has averaged out to something like 
6 per cent over these fifteen years, despite 
the poor performance in the nation’s major 
economic sector, agriculture, national 
income as a whole has supposedly grown at 
the annual average rate of 3.9 per cent during 
this quinquennium and a half, and this fact, 
statisticians assure us, is largely due to the 
magnificent performance in the sphere of 
.services, led by public administration and 
defence (average rate of growth over the 
fifteen-year period, 9.3 per cent), followed 
by banking and insurance (8.3 per cent), 
transport (7.9 per cent) and communication' 
(7.0 per cent). 

But this is precisely where our elders might 
have said, food for thought. You cannot eat 
or wear either public administration or 
defence or banking or transport or com¬ 
munications. You can at most argue that 
these are the appurtenances which make the 
eating of food or the wearing of apparel 
possible, the infrastructure supporting 
material production. Were we to shun the 
Western system of national income com¬ 
putation and cross over to the convention 
followed in socialist countries, it is basically 
the output of the primary and secondary 
sectors that would have to be taken into 
account; income from services would by and 
large be excluded. In that eventuality, in the 
nfteen years between 1970-71 and 1985-86, 
the rate of growth of real national income, 
would be about the same as the rate at which 
population had expanded, so that per capita 
income in real terms would turn out to have 
remained stagnant: much of the lustre of 
government claims would accordingly have 
dimmed. 

The services sector, along with Western 
methodology in computing national income, 
has emerg^ as the saviour of official 
prestige. The bulge in services, particularly 
in government services, has helped to main¬ 
tain the rate of growth of national income 
at a respectable, even if modestly respectable, 
rate. None can now complain that the Indian 
economy is suffering from stagnation or 
quasi-stagnation. There is of course the 
other interesting additional advantage with 
the services industries, Inducing growth here 
is the easiest of tasks for any authority. It 


does not call for any structural adjustments 
in the system, there is no problem of resolv¬ 
ing the crisis of scissors involving demand 
and supply, nor worries of prospective dis¬ 
appointment with export promotion effort.s 
and such like. 1 he government may ask the 
Reserve Bank of India to embark on a pro¬ 
gramme of expansion of bank branches, the 
services sector will grow, and national 
income will soar. The government may, at 
different levels, add ten thousand or a 
hundred thousand employees to its rolls, 
national income will rise. I'he government 
may appoint a pay commission which 
recommend.s an across-the-board increase, 
of the order of 20 per cent, or 30 per cent, 
or 40 per cent, in ail salaries and emolu¬ 
ments; national income will once more move 
up. The government may create ten extra 
divisions for the army; national income will 
increase. The government may decide to 
double the salary of the army chief of staff; 
the consequence again will be an increase 
in national income. 

The honest, diligent statisticians have to 
follow certain conventions. In the case of the 
other sectors, as per established convention, 
output is refla'ted in, and emerges as. 
income. In the case of services, there is a 
slight inversion: it is income which is taken 
as output. The larger the goverrunent outlay 
towards creating jobs or raising emoluments, 
the higher therefore is the rise in national 
income. Similarly, if, in response to the 
desires unfolding among the affluent classes 
to enjoy the good life, hotels keep adding 
swimming pools and health bars and 
massage parlours to their facilitie.s, then too 
national income increases. The process of 
economic growth has been rendered im¬ 
mensely easy thanks to the message of 
serendipity the service industries have tended 
to convey. 

Those amongst the nation’s economists, 
who burn up inside at what they consider 


the unconscionable rise in public apeiiSllire 
on defence and internal security in recent 
years, may therefore be all wrong. The 
government may not be as dumb as they 
have assumed it to be. Conceivably, it knows 
what it is doing. Just wait a while, it will yet 
overwhelm the nation with a flurry of 
growth. It will not overly concern itself with 
outlays in agriculture or irrigation or power 
or industry; it will stay away from the hocus 
pocus of structural reforms; it will laugh at 
those who pontificate that, unless you bring 
the one-half of the national population 
currently sunk in the morass of dire poverty 
up and into the orbit of market activities, 
national income is going to stagnate It will, 
with determination and grit, simply keep 
spending more and more money on public 
administration and defence. There may be 
a crisis in agricultural and industrial produc¬ 
tion, there may be famine and drought, the 
majority of the people may be in acute 
economic distress, so what, the government 
will go on printing money and either spend 
it lavishly on defence and security or hand 
over such money to the nation’s rich; the 
strategy will yield impeccable results, both 
aggregate national income and per capita 
income will rise year after successive year, 
and the international linancial institutions 
will compose rapturous testimonials for the 
country’s government which has been 
responsible for such an astounding econo¬ 
mic performance. 

For consider the almo.st limitless possibili¬ 
ties here. After netting for assorted items, 
the increase in public administration and 
defence directly contributing to the increase 
in national income is at present perhaps in 
the neighbourhood of Rs 5,000 crore. With 
a persevering dose of deficit financing, it will 
not be difficult to push up this magnitude, 
in the course of the next five years, to 
Rs 15,000 crore, or Rs 20,000 crore. or even 
Rs 30,000 crore. The day in fact need not 
be far off when as much as 10 per cent of 
national income is set aside for adding to 
defence and public administration. Once 
that dawn arrives, never mind if the rest of 
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the economy comes to a dead halt, agri* 
culture stagnates and industrial output too 
screeches to zero, national income will still 
ipso facto grow at the annual rate of 10 per 
cent, making us about the fastest growing 
nation on earth. A similar miracle could 
perhaps be brought about by inviting the 
transnational companies to come in and take 
over the service industries of the luxury 
variety. Economic development will thereby 
be placed on the firmest of footings; no 
scope will be left any more for chance or 
risk; growth will be directly induced by the 
government and the foreign companies, and 
we will be rid of the tyranny of random 
factors. 

Some congenital romantics will of course 
always roam our shores. They will continue 
to hanker after that hyphenated model ot 
growth which was, according to legend, 
sponsored by P C Mahalanobis and Jawahar- 
lal Nehru, and worry their heads off over 
the implications for inter-sector allocation 
of tesources of the recent trends in the in¬ 
ternal composition of national income 
growth. The romantics should be condemn¬ 
ed to stew in their own dreams; the nation 
and its growth cannot afford to suffer on 
account of their pusillanimity. These speci¬ 
mens have obviously been unable to grasp 
the significance of the alternative strategy. 
In this strategy, the services sector has 
emerged as both the cause and the conse¬ 
quence of natiopsl income growth. The 
government, it is easy to see, can on its own 
decide how much to spend on administra¬ 
tion, defence and internal security, boosting 
the growth of national income; it can also 
take care of additional outlays in those 
segments of transport, banking, insurance, 
etc, which it directly owns or controls. There 
is a sophisticated, luxury section within the 
services sector whose growth is dependent 
on the presence of a sufficiently comfortably 
placed section within the community pre¬ 
pared to indulge itself. The abolition of 
some direct taxes, the scaling down of the 
rates of levy in the case of others, the various 
amnesties the government has been announ¬ 
cing are ail focused on a single-minded 
objective; let the relatively rich be richer, and 
the already filthily rich be even more filthily 
rich; these developments will help the expan¬ 
sion of the services sector, and in turn ensure 
an accelerated pace of growth in both ag¬ 
gregate national income and per capita 
income. 

Such economics made easy even a child 
can comprehend. Services, statistics con¬ 
clusively prove, are the quickest growing 
sector in the economy; it follows that if this 
sector expands fast, tht rate of growth of na¬ 
tional income too gathers momentum. It is 
therefore everyone’s national duty and 
obligation to create the coiwtions which will 
promote the rapid enlargement of service 
industries. Since an accentuation of income 
and asset inequalities, with a larger concen¬ 
tration than before of income and wealth 
among the affluent classes, intensifies the 
demand for luxury services, we must devote 
our energy and resources to induce increas¬ 


ingly greater inequalities in the distribution 
of the nation’s income and assets. Whoever 
opposes this proposition and quotes from 
Article 39 of the Constitution that the 
ownership and control of the material means 
of the community should be so distribut.<Hj 
as best to subserve the common goal has to 


THEY are a neglected lot, the forest dwellers 
but they have their rights in law. The belief 
that their rights were abolished by the British 
a long time ago is erroneous. Chhatrapati 
Singh of the Indian Law Institute has put 
the rights in the proper perspective as an 
aspect of ‘common property’ in ‘common 
poverty’. His study is entitled “Common 
Property and Common Poverty: India’s 
Forests, Forest Dwellers and the Law’’ 
(Oxford; Rs 25). It puts together various 
socio-eco-politico-legal i.ssues and is a by¬ 
product of a larger work on common pro¬ 
perty resources. He has truly rendered high 
service by his devoted labours. 

.\s he points if the demands of industria¬ 
lisation grow faster than trees, afforestation 
programmes will not arrest the growing 
deforestation. What options do the tribals, 
the dwellers of forests have—steal and 
become criminalised; die of poverty; rebel 
li'se the chipkos (non-violently) or as in 
Jharkhand (violently). There is also option 
to migrate like the Bihari labourers who went 
to Punjab. There is, he adds, yet one more 
option—'build genocide sectors in our 
economy”. Like the poor .settled close to the 
Union Carbide’s murder machine at Bhopal, 
just allow for the lives of some to be sacri¬ 
ficed as part of the “process of growth”. 

Under the Indian Forest Act, 1927, no 
person can claim a right to private proper¬ 
ty in forest land merely because he is 
domiciled there. Not even if his forefathers 
had lived there for centuries. Nor do they 
have rights over forest produce. Under 
section 3 of the Act “the government may 
constitute any forest or waste land which is 
the property of the government or over 
which the government has a proprietary 
right, or the whole or any part of the forest 
produce to which the government is entitled, 
as a reserved forest...”. 

Implicit in the statute is the assumption 
that the land belongs to the state. Singh 
challenges that assumption. Section 4 of the 
Act lays down the procedure for the state to 
assert its claim against any individual who 
is affected. Section 5 provides a mere three- 
month period for the assertion of the indivi¬ 
dual’s rights. Thereafter the right cannot be 
invoked. No effort is necessary to establish 
the inhuman character of this stipulation. 
It would be unjust even in urban areas. 
Applied to the under-privileged in the forests 
it is intentionally, wilfully wrong. There are 
besides statutes like the Land Acquisition 


be taken aside and gently imparted the 
rudimente of economics; the common good 
is best subserved by maximising the rise in 
national and per capita incomes, and this 
exactly is what the government’s strategy 
intends to achieve; foster inequalities and 
enjoy high growth. 


Act for acquisition of property. 

Singh makes out a case of breach of 
Article 14—the guarantee of equality before 
the law. He cites various provisions to show 
that the procedures under the Forest Act are 
more onerous. One wonders why he over¬ 
looked Article 21—the guarantee of personal 
liberty which the Supreme Court has ruled 
is a guarantee of civilised human existence. 
Apply this to the dweller of the forests. His 
eviction from forest lands is as barbaric as 
the eviction of a citizen elsewhere from his 
dwelling be it a hut or a flat or a bungalow. 
Likewise, denial of forest produce arbitrarily 
is denial of the right to live. 

Singh's excursion into the realm of emi¬ 
nent domain is interesting but it is more 
important to spell out the occupancy rights. 
He considers cases in Australia, New Zea¬ 
land, Canada and the US relating to the 
rights of the “natives” to occupy the land. 

His conclusion is best stated in his own 
words: 

The principle that communal titles to land 
arc independent of legislations, proclama¬ 
tions and edicts by the sovereign as well as 
from changes in sovereignty—which emerges 
from the common law tradition in the US, 
Canada, Australia, New Zealand and African 
countries—amounts to nothing but the pro¬ 
clamation of a natural right, a right which 
is acquired by domicile. It is comparable to 
the principles which govern natural rights to 
citizenship through which an individual 
acquires a right to domicile within a geogra¬ 
phical territory, irrespective of whether 
sovereigns have changed or the form of 
government altered. Such a right does not 
depend upon enactments. On the contrary 
legislation merely recognises that such a 
fundamental right exists. New common law 
jurisprudence has shown that rights which 
ari.se from being domiciled in a geographical 
area apply not only to individuals but also 
to groups or classes. The ultimate philoso¬ 
phical justification for both individual and 
communal rights to reside within a geogra¬ 
phical territory have to be the same, i e, both 
types of rights arise for the same reasons. 

Once the right to residence is recognised 
as Aindamental, the question naturally shifts 
to the issue of proof title.... 

It does more than that. It brings the case 
under Artide 21 of the Constitution. Here 
is a subject worthy of the Law Commission’s 
attention and study. It cannot be explored 
by lawyers alone. Hdp from other diadpUnes 
is indispensable: 


CIVIL LIBERTIES 

Rights of Forest Dwellers 

A G Noonuii 
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INTERNATIONAL AFFAIRS 


Moment of Truth 

GPD 


NOBODY can say for certain when the 
Americans would reach their point of self- 
realisation. tn recent years, however, this has 
not happened. The last time it had happened 
was in 1975 when Saigon fell. The American 
academia is still writing its books on that 
historic event. Nobody can beat it at that 
game. American academics have to write a 
book every couple ol years and they have to 
champion some bright new theoiy of the 
world and reality every three veats. They' arc 
deconstructing the world all the time, it is 
therefore only to be expected that thi.s 
business of wiritmg on Vietnam would go 
on foi some more time. Ihc Soviets, the 
Chinese and the Vietnamese and practically 
evciyone else in the world have forgv'ttcn 
those years of insurgency, of fiery anii 
imperialism. I he Americans are back in 
Asia and with quite a bang, one must say 
•The second coming of the Americans in 
Asia was laigely facilitated by the Chinese. 
Mao, l.in Biao, the gang of tour and Deng 
Xiaoping have all been solicitous ot them 
The days of insurgency are way behind, 
almost foigotten. The Aiiiericans are siill 
making sense of ihai experience. At no time 
in their histoiy were they made to cat hiiiiible 
pie the way they wcic in Indochina. I hat was 
indeed the moment of tiuth. 

It would seem that the Americans are 
perhaps on the threshold of getting another 
darshana of the truth. The Wall Street 
Journal has come out with a candid admis¬ 
sion that in its view the wily Hans in Beijing 
have been taking the Americans for a ride. 
The Journal in its analysis of China’s foreign 
policy has commented that the Chinese in 
their dealings with the two superpowers have 
been playing one barbarian against the 
other. It would follow that they were never 
genuinely friendly to the West in the first 
place. Our paraphrase of the news item 
reporting the assessment ot the Wall Street 
Journal has one problem though. Both 
Gorbachev and Reagan happen to be to the 
west of China. It is said that Robert MeOities 
once remarked that what is far east to the 
west is far north to us (Australians). Some¬ 
body said that this eoininent marked the 
beginning of Australia’s foreign policy. Deng 
Xiaoping might very well say to Reagan that 
he does not quite understand the east-west 
divide because what is (presumably un¬ 
civilised) east to you is still west to us! Ot 
course, unlike in the possible apocryphal 
story of Menzies, Chinese foreign policy 
began a long time ago. An American 
academician has actually written a book on 
three hundred years of China's foreign 
policy. In order that anything can be treated 
as worthwhile or true, western recognition 
is the first condition. The Chinese have 
arrived. The western pundits do not only 


recognise that they have a foreign policy but 
some of them also get a feeling now that the 
Chinese can and do take them for a ride. 

1 hey simply play one barbarian against the 
oihei. The beauty of the Chinese game is 
that the barbarians did not even suspect it 
foi nearly a decade. 1 he Wall Street Journal 
should perhaps derive some satisfaction 
from the fact that the Russian communists 
have not yet discovered that. They are the 
worst barbariaiiv. The Wall Street Journal 
is suddenly face to taee with the moment of 
truth. How can Reagan’s America be treated 
as barabarian and not know of it foi the last 
fifteen years? Aftei all they had put Henry 
Kissinger (has a more intelligent and clever 
man lived on this planet since Mettcrnieh?) 
in charge of the |ob There was no reason 
why at least he should not have warned them 
ot the game against the barbarians 

The Chinese have been lately a bit unkind 
10 western civilisation. In the year 2007 the 
Portuguese want to celebrate the four 
hundredth anniwisary ol their conquest of 
Macao. I. ike good 1 uropeans they made a 
‘decent’ offer to the Chine.se that they would 
be happy to obligi the Chinese by leaving 
that small tip of the C’hincsc mainland after 
the foui hundiedth anniversary of the 
slavery of the Chinese people. And it looks 
as if Deng may not accept the oiler. If the 
year 2007 is an important date for the 
Portuguese, 2000 is no less important for the 
Chinese. China would like to enter the 
twenty-first century without a colonial blot 
on the Chinese mainland. One does not 
know how the problem would be solved. But 
surely this is not the way to treat the 
barbarians! .And look at what they did to 
the British. Prince Philip made that remark 
about Chinese eyes. .Any other fellow saying 
that would be branded a racist or a barba¬ 
rian. Had an insulting remark been made 
about while men the liberal press all over the 
world would have been up in arm.s. liven the 
Pope would have laiscd his voice against 
discrimination among the children of God! 
Anyway, the Chinese ireated the whole affair 
like a Manchu Emperor would have. They 
ignored the remaik. The .standards of civi¬ 
lised behaviour and barbarian behavioui 
cannot be the same. In Shanghai when the 
Queen was vi.siting there a British Journalist 
when pushed back by the Chinese policeman 
shouted and asked him in English to behave 
himself. Pat came the reply from the Chinese 
policeman in chaste English: “Behave 
yourself. You are in China!” So that is how 
it is. The Wall Street Journal was not very 
wrong when it said the Chinese have been 
playing one ‘barbarian’ against the other. 
The strange thing is that it has taken so long 
to discover it. It is a useful reminder that 


when it comes to very old and proud people, 
the categories of foreign policy analysis so 
popular in the west are not adequate. These 
categories tell us a lot about methodology 
of understanding world polities. But they do 
not take into account the Weltanschauung 
formed by the economic system, political 
patterns and above all histoiy. We in India 
should know this but don’t. We may be old 
people but we are not proud people. Every 
Ollier metaphysical system in India has talk¬ 
ed of truth and reality being eternal. In 
aitual praaice an average Indian talks of time 
iiiimemonal and behaves as if India were a 
Ihiee-hundred-ycar-old nation. It does not 
seem that we shall ever learn the civilisation- 
syndrome which dominates Chinese think¬ 
ing We cannot be civilised, we can be only 
chauv inistic. 

Europe is one oiher aiea which is a 
‘civilisation’ in that sense, a living civili.sa- 
tion. Capitalism gave it also a universal 
reach and universal categories of thinking. 
But ii would seem that it is losing them. 
E P T hompson when asked by the Times oj 
India about ‘eiirocentrism’ replied that they 
(111 the peace-iiiovemem) wcie av F.uroceiiti ic 
as India was Indoccntric. Whai a colossal 
tailure. All ideas of univcisal significance in 
the modern age have been produced by 
Euiope and now a vciv fine mind from 
Liiropc says ih.it they aie as self-ceninc as 
a backwaid, semi-leudal, semi-eapitalisi 
society happens to be. Confucius must be 
smiling in his grave. All Euiopcan thinkers 
Irom Enlightenmem to Max Weber must be 
turning in their graves. 

In this situation, an old-fashioned Chinese 
might say, we can play political games only 
with the barbarians. Where are the civilised 
people to play with anyway? Even the Wall 
Street Journal, now that it has reached the 
moment of truth, cannot describe Ronald 
Reagan as a particularly civilised fellow. Can 


Digital Electronics 

DIGITAL ET.ECTRONICS, a multi product 
electronic equipment company has formed 
a new Time Accounting Systems Division to 
undertake manufacture of Computerised 
Time Attendance Recorders under licence 
from Kronos of US, a world leader in the 
field. Apart from carrying out the normal 
functions of collection of attendance data, 
these computerised systems will be able to 
instantly present several management 
reports, so that timely and more knowledge¬ 
able decisions can be taken for efficient 
human resource management. Both punch 
card terminals (using traditional punch 
cards) and badge terminals (using credit card 
size badges) are available, and all terminals 
can be hooked up to an inexpensive IBM PC 
compatible compute'. 
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REPORTS 


New Panchayati System in Karnataka 

Elections and After 

Amal Ray 


THE first-ever elections to zilla parishads 
and mandal panchayats in Karnataka, held 
in the month of January this year with an 
interval of 18 days, passed off fairly peace¬ 
fully. The Congress(l)’s charge that the 
ruling Janata party indulged in extensive 
violence, rigging and other election malprac¬ 
tices is not supported by available evidence. 
The heavy voter turnout and the Con- 
gress(I)’s impressive show, moreover, seem 
to disprove such allegations. The amount of 
enthusiasm displayed by Karnataka’s rural 
voters is remarkable. While the turnout in 
mandal panchayat elections was more than 
that in zilla parishad polLs, the participation 
rate in both ranged between 60 per cent and 
70 per cent of all eligible voters. However, 
it is difficult to say to what extent such mass 
enthusiasm will be translated by the new 
institutional leadership into positive action 
for intended rural development. 

A brief descriptive note on the new pan¬ 
chayati raj structure may be useful before 
the voting behaviour is analysed. The struc¬ 
ture, comprising the four layers of zilla 
parishad, mandal panchayat, taluk pan¬ 
chayat samithi and gram sabha, replaces the 
pre-existing three-tier system consisting of 
zilla development board, taluk development 
board and village panchayat. While the zilla 
development board was merely an advisory 
body without popular base, the other two 
were elected bodies. In the new set-up the 
zilla parishad and the mandal panchayat are 
directly elected bodies. The taluk panchayat 
samithi, which came out of a compromise 
made by the government to parry opposi¬ 
tion to the new institutional structure from 
both the ruling party and outside, is an 
advisory body having only reviewing power. 
The gram sabha comprises all persons who 
are on the zilla parishad roils pertaining to 
the revenue village. Its main task will be to 
discuss and consider the execution of the 
development programmes falling within the 
village jurisdiction at its meetings twice a 
year. 

The zilla parishad is an elected body, but 
has a small segment of nominated members 
of the local ML As, MLCs and MPs with 
voting rights. There is one associate member 
without voting right; he is the chairman of 
the district central co-operative bank. Per¬ 
sons above 18 years of age can vote, but no 
person below 25 years of age can contest 
dections. 25 per cent and 18 per cent of seats 
are reserved for women and scheduled 
castes/tribes respectively. A parishad will 
have an adhyaksha (president) having salary 
and status of a minister of .state and an 
upadhyaksha (vice-president) with the salary 
and status of a deputy minister. It will have 


an administrative organisation consisting of 
several officers mostly on deputation work¬ 
ing under the control of a chief executive of¬ 
ficer of the rank of a deputy commissioner 
called the chief secretary. The parishad will 
have extensive planning, implementing and 
monitoring powers in development. Most 
important will be its planning authority. As 
Nazic Sab, the architect of the new Kar¬ 
nataka scheme of democratic decentralisa¬ 
tion says, “we will have two planning pro¬ 
cesses hereafter, one at the district and the 
other at the state level”.' As he elaborates, 
the principal schemes at the state-level are 
medium and major irrigation woiks, elec¬ 
tricity projects, etc; these will be formulated 
at the state level. The other prt'jects will be 
formulated by the zilla parishad. To secure 
this, as Nazir .Sab says, ‘‘the legislative 
assembly will pass two appropriation bills; 
one for the state sector and the other for the 
zilla parishad”. Resides, the Karnataka 
scheme is intended to ensure integration of 
planning activities at the district level. 
Hereafter all programmes which are current¬ 
ly being handled by the district rural 
development societies (DRDS' will be for¬ 
mulated by the zilla parishad, DRDS docs 
not at all figure in the district level planning 
process. 


The zilla parishad is also likely to have an 
adequate resource base. The government wiD 
appropriate from out of the consolidated 
fund money to the zilla parishad fund, while 
the latter will also mobilise its own resources 
from fees and penalties, rents from land and 
properties, all proceeds of land securities, 
etc. Each zilla parishad is likely to receive 
between Rs 30 and 40 crore annually. 

Mandal panchayat is another elective 
body invested with a significant role. Its 
jurisdiction covers a group of villages having 
a population of not less than 8,000 and not 
more than 12,000. The reservation ratios for 
women and the scheduled castes/tribes as 
provided in case of the zilla parishad, apply 
to the mandal panchayat. However, all the 
members are elected, and there is no provi¬ 
sion for co-operation or nomination. It has 
also an impressive list of obligatory, discre¬ 
tionary and transferred functions. A full¬ 
time secretary, who will be an officer of the 
zilla parishad, will be in charge of the 
mandal panchayat administration. Its ac¬ 
tivities will be financed by the government 
or the zilla parishad. It has, however, been 
calculated that no mandal panchayat can 
hope to get more than Rs 5 to 6 lakh a 
year.’ 

CoNORtss(l)’5 Comeback 

The election results show that the Con- 
gress(I) has staged a comeback in state 
politics. While in the as.sembly elections held 
in March 1985 it had won only 66 out of 225 
seats, the party could secure 394 out of 887 
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seats in zilla parishads. It could also improve 
its percentage of votes polled; a 3 per cent 
gain was registered this time over its share 
in the last assembly elections. The Janata 
party, in contrast, had a tally of 4S0 seats. 
More important, it had lost a significant part 
of its erstwhile electoral support in several 
districts such as Tlimkur, Mandya and Kolar 
where its performance in the last asisembly 
elections were very impressive. However, the 
party had the consolation of humiliating the 
Congressd) in Gulbarga, the latter’s tradi¬ 
tional bastion of strength. 

Through the elections a new balance of 
power has emerged at the district level. The 
Janata had a clear lead in 11 districts, while 
the Congressd) won a majority in four 
districts. The situation in Raichur, Tumkur, 
Bidar and Mandya, was, however, fluid as 
no party gained a clear majority. Even in one 
or two districts like Chitradurga, where the 
Congress tally of 23 seats was more than the 
Janata score by only two .seats, the situation 
did not appear settled. An important source 
of such uncertainty lay in the specific 
statutory provision under which local 
ML As, MIX'S and MPs are ex-officio 
members of the pari.shads. In the ultimate 
analysis, the Cungress(I) can hope to domi¬ 
nate only two districts, the clear electoral 
choice in four districts notwithstanding. In 
other words, the Janata party will coniiol 
17 districts. However, a healthy outcome of 
the elections is the growth of a powci ful op¬ 
position in 17 disiiicts, the excepiion.s being 
Dakshina Kannada and Uttara Kannada, 
where the Congrcss(l) and the Janata pait> 
had secured 51 out of 59 seals and 21 out 
of 29 seats respectively. 

DFVtlOPMENT AND VOllNC. BtllAVIOLlR 

A view in depth of the newly emergent 
balance of power, in the light of economic 
and social parameters, brings out some in¬ 
teresting revelations. All the four districts, 
Dakshina Kannada, Chitradurga, Chik- 
magalur and Kodagu, where the Congress(l) 
had won a majority, are either ‘highly 
developed’ or ‘fairly developed’ districts ac¬ 
cording to widely accepted rankings.' All 
these districts are ‘developed’ agriculturally, 
while two of them, Chikmagalur and 
Dakshina Kannada, are ranked ‘developed’ 
on the basis of available rural lacilities. 
There is no ’backward’ district where the 
Congressfl) secured a clear majority. The 
‘less developed’ and ‘the backward’ districts 
either elected the Janata party or gave in¬ 
decisive verdicts. The ‘backward’ districts 
agriculturally, Gulbarga, Belgaum and 
Oharwar. gave a clear majority to the Janata 
party. And, out of three districts ranked 
‘backward’ in terms of rural facilities, Uttara 
Kannada voted for the Janata party, while 
in case of the other two, Tumkur and 
Raichur, electoral behaviour was indecisive 
for all practical purposes as the Congrcss(l) 
got 27 as against the Janata party’s 26 seats 
and the others’ 3 seats and 23 as against the 
Janata’s total of 24 seats and the others' 2 
seats respectively. 

Wb» viewed on the basis of inter-district 


literacy data, the picture is more imercsting. 
The Congressd) obtained a majority in 
districts with high rural literacy rates. 
Kodagu and Dakshina Kannada which have 
the highest literacy rates elected the Con- 
gress(i). The other two districts which had 
voted for it, are also known for relatively 
high literacy rates. All these districts arc in 
the range of 32.74 to 48.93 per cent literacy 
rates among the rural population, while for 
the rural population of the state as a whole 
the literacy pcrccniage is just 31.05.'' .Ml iho 
literacy-wise ‘backward’ districts either chose 
the Janata parly or voted indecisively. 
Gulbarga with lowest rural literacy rate 
(18.91), gave the Janata party a clear major! 
ty, while Raichur and Bidar with very low 
literacy rates (20.97 and 21.79 respectively) 
were found equally divided in terms of their 
support between the two main rival parties, 
it thus appears that the Congrc$$(l)'s prin¬ 
cipal electoral support-base was by and large 
confined to ‘developed’ or ‘fairly developed’ 
districts, both economically and educa¬ 
tionally. Of course, it gained in some ’back¬ 
ward’ districts such a.s TUinkur where it suf¬ 
fered a debacle in the 1985 assembly elec- 
tion.s, but its loss in some other 'backward' 
districts such as Ciulbarga resulted in cancel¬ 
lation of its gam. I'hc Janata party’s signifi¬ 
cant gains came from several relatively 
depressed aieas, especially agriculturally 
backward districts such as Gulbarga. 
Belgaum and Dharwar. However, in two 
highly developed districts again agricul¬ 
turally, Shimoga and Hassan, the Janata 
party’.s performance was impressive. 

Thus a part of social and economic 
environment seemed to influence voter 
behaviour in zilla parishad elections, 
although the extent of such correlation was 
limited. If we probe further, we find that the 
role of some other social factors is on>y 
locally crucial. I am referring to the voting 
trends among some communities such as 
scheduled castes/tribes and Muslims. There 
are four districts, Chitradurga, Kolm, Bellary 
and Gulbarga, where the district-wise 
percentages of ^s/STk among rural popula¬ 
tion range roughly from 30 to 37.* In the 
first two districts the Congress(I) made 
significant gains, and compared with the 
1985 assembly elections its performance was 
remarkable. In Kolar, for instance, it secured 
22 seats in zilla parishad elections, whereas 
in the last assembly elections it got only one 
seat. Its show in Cliitradurga was eqdaOy im¬ 
pressive where it received 23 as against the 
Janata party’s tally of 21 scats. It is not, 
however, reasonable to directly attribute the 
Janata party’s debacle to mobilisation of 
SCs/STk against it across the districts, in two 
other districts with heavy SC/ST concentra¬ 
tions, the Janata gained. Its tally of 31 as 
against the Congress(t)’s 23 scats and its 
jicore of 19 as against the Congres$(I)’s 14 
seats in Gulbarga and Bellary, respectively, 
signify a marked improvement over its per¬ 
formance in 1985 assembly elections. Thus 
the alienation of a chunk of SC/ST voters 
from the ruling party in places like Kolar and 
Chitradurga could reasonably be attributed 


mainly to local rather than general factors. 
Similarly, in case of Muslims no general 
voting pattern emerged. While in Bidar with 
highest Muslim concentration among all 
districts the Congressd) gained, but this was 
offset by its loss in Gulbarga where too this 
section is numerically very significant.* 

Mandal Hanchayat Elections 

The elections to mandal panchayats held 
on January 20 did not significantly change 
the inter-party equations in rural iUmataka 
as brought in earlier by zilla parishad polls. 
The overall Janata lead had been maintained 
and actually was improved and the Con- 
gress(l) came a close second.’ However, 
some changes, mainly attributable to local 
factors, had come about. One is the emer¬ 
gence of the BJP as a third force in rural 
politics, especially in three districts of 
Dakshina Kannada and Kodagu which are 
Congressd) strongholds, and Shimoga 
wherc'the Janata is strong. Secondly, the 
Janata had made a significant dent in the 
Congress(I)'s traditional electoral support- 
ba.ses ill Dakshina Kannada and Kodagu, 
although the latter won a majority of scats 
in both. In Dakshina Kannada its improve¬ 
ment was remarkable in that in 18 days it 
recovered from a trouncing to a respectable 
1,300-odd scats to the Congrcss|l)’s 
1.800-odd. Similarly, m some di.stiicts such 
as Uttara Kannada and Bcilary where the 
Janata had mnable success in zilla parishad 
elections, the Congressd) in mandal polls 
was able to improve its overall performance. 
Ill Unara Kannada, for instance, the party 
secured 577 scats as against the Janata total 
of 923 scats. Thirdly, in mandal polls, as in 
the earlier /ilia parishad elections, no 
agriculturally ’backward’ district had given 
the Congress(l) a clear majority. Of the three 
districts where the party won a majority of 
contested seats, two are ‘developed’ agricul¬ 
turally and the otner, Bidar, is an ‘average’ 
district. By and large then our limited 
analysis of rural Karnataka’s voting 
behaviour in zilla parishad elections on the 
basis of a few social and economic factor* 
applies to the pattern in mandal panchayats. 
Election results further show that voting 
behaviour of SC's/STs oi of Muslims in man¬ 
dal elections was infiuciiccd by essentially 
local rather than any general considerations. 

It is now possible to arrive at some general 
inferences. The Janaia party’s electoral 
reverses in some districts can be attributed 
to its failure to convert a large number of 
essentially floating voters who supported the 
party in 1985 assembly elections into its core 
following through appropriate organi.sation 
building. The party even now has a loo.se 
organisation and us incompatible leadership 
structure emanating mainly from discrete 
caste and pre-existing political backgrounds 
in .several districts is an imptirtant source ot 
its organisational weakness. Similar weak¬ 
ness also plagues the local Congress(I). But 
its advantage lies in the fact that poiiticai 
and economic resources which are often 
received by it externally because of the 
party’s political dominance at national level 
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seem to compensate for its organisational 
weakness. The extensive loan melas in¬ 
stituted by the union finance ministry and 
the prime minister’s recent ‘on the spot’ 
clearance of some state projects in the 
presence of the local Congress(I) president 
are instances to the point. Secondly, an im¬ 
portant part of the Congress(I)’s gain could 
be attributed to mobilisation against the 
Janata party by sections of the rural rich 
who were possibly scared by the Janata 
leaders’ talk of revolutionary change for the 
poor through the new panchayati institu¬ 
tions. Thirdly, a new young and educated 
leadership seems to have emerged at the 
district and mandal levels. At the same time, 
the traditional rural leadership was not 
wiped out of existence through elections. An 
important segment of such leadership was 
elected to the new local bodies and is likely 
to be elected to authority role as adhyakshas 
and/or upadhyakshas in several districts. 
Thus the new grass roots institutions will 
start operating under a certain built-in strain. 
It is difficult to say what exact shape this 
strain will take or what effect it will have. 
It is also difficult to say whether this strain 
wilt continue to exist or there will eventual¬ 
ly be a coalition building between the old 
and the new Icadcis tttr their mutual benefit. 

Lack f)i Pi anning Machinfry 

Once the new bodies start functioning, 
sc'eral impoitatit problems arc likely to 
arise. As has already been mentioned, the 
dlla panshad has comprehensive planning 
authority. But some major difficulties have 
to be sorted out. As it is, there is no adequate 
planning machinery at the district level, 
although Karnataka is one of the few states 
where important steps such as appointment 
of district planning officers, creation of 
district planning cell in the planning depart¬ 
ment, etc, have been undertaken. But even 
then there does not exist at the district level 
an appropriate skill base for the purpose of 
comprehensive planning as intended by the 
Act. Besides, clear identification of major 
areas for exclusively district planning is not 
an easy job as external economic forces have 
a continuous tendency to impinge on the 
boundary of district economy. In other 
words, Indian economy has reached a stage 
where it is really difficult to distinguish in 
an important way between local and non¬ 
local sectors of economic activity for the 
purpose of planning. 

S^ndly, the bureaucrats, especially those 
belonging to the Indian Administrative 
Service, do not seem aware of implications 
of the concept of locafresponsibility which 
has been institutionalised under the new 
panchayati system. They are now responsible 
to their superiors in their administrative 
organisation. Under the old system they had 
a dominant role in the district development 
board and had practically no local respon¬ 
sibility. It is therefote difficult to say bow 
they will imbibe the new culture of dischaig- 
ing their main responsibilities to the local 


people and their elected represenutives. 
Thirdly, there may arise a critical problem 
of adjustment between the two segments of 
the new district government, the develop¬ 
ment administration under the zilla parishad 
and the regulatory administration under the 
deputy commissioner. In real life it would 
be difficult to maintain their separate iden¬ 
tities. There will possibly arise several critical 
situations which will have the effect of 
impinging upon their boundaries and em¬ 
phasising the need for joint actions. So one 
likely organisational problem is one of secur¬ 
ing a certain co-ordination in activities bet¬ 
ween the two segments of the new district 
government. 

Fourthly, notwithstanding 18 per cent 
reservation for SCs/STs in both zilla pari- 
.shads and mandal panchayats, it is not cer¬ 
tain to what extent these institutions will 
really work for their benefit. Their political 
mobilisation at the grass roots level is 
minimum, and many of them are in the 
ranks of poor agricultural labourers, related 
to the rural gentry in a web of subordinate 
relationships. Besides, in several districts they 
are widely dispersed, and hence, are unlikely 
to create any significant impact upon 
the functioning of the new panchayati 
institutions. 

It is, however, possible to change the situa¬ 
tion if the ruling Janata party initiates a sus¬ 
tained political movement for accelerating 
the pace of land reforms as the left move¬ 
ment did in West Bengal. The latter re¬ 
covered some 4 lakh acres of ve.stcd land and 
secured their redistribution.* What was,- 
however, more important was the active par¬ 
ticipation of the left parties in the implemen¬ 
tation process. This resulted in an extensive 
political mobilisation of the rural poor 
which, in turn, significantly weakened the 


rural dominance of jotedars. So when the 
left front started implementing in the later 
1970s the West Bengid Panchayat Act 1973, 
actually a Congress government’s creation, 
the situation had changed to prevent the 
rural rich from dominating the new grass 
roots institutions. Besides, the left front 
could count upon the support of about 16.9 
lakh households who had been benefited by 
land reforms in IKtet Bengal.’ Similarly, the 
Janata party in Karnataka is required to use 
land reforms as an agency of political 
mobilisation, firstly, to change the social and 
economic reality for the poor, and secondly, 
to acquire an enduring rural power base for 
its maintenance in power. 
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MONEY AND BANKING 


Accelerated Monetary Expansion 


MONEY stock M, grew at an accelerated 
pace both in absolute amount and in percen* 
tage terms during the calendar year 1986. 
The expansion of Rs 7,009 crore in amount 
is the largest in the present decade (table 1). 
While both demand deposits and currency 
shared in the expansion, the contribution of 
demand deposits at 62 per cent as compared 
with 48 per cent last year is the largest since 
1981. Demand deposits rose by Rs 4,348 
crorc or 24.2 per cent as compared with 
Rs 2,646 crore or 13.9 per cent last year. 
Currency expanded by Rs 2,714 crorc or 11.3 
per cent during 1986—up by about Rs 400 
crore or 10.6 per cent over the level last year. 

Accretion to time deposits to the tunc of 
Rs 13,416 crore in addition to the higher 
M, growth pushed up the growth in Mj by 

Rs 20,425 crorc or 17.5 per cent as against 
Rs 16,908 crore or 16.9 per cent last year. Net 
bank credit to government rose by Rs 11,648 
crore or 19.9 per cent which was provided 
by Reserve Bank and other commercial 
banks in the proportion of 54 per cent and 
46 per eem, respectively. Ri.se in commercial 
banks' investment in government securities 
was twice as much as that last year. Reserve 
Rank credit to government recorded a lowci 
Older of expansion in comparison with last 
year's increase. Similarly, bank credit to 
commercial sector expanded by Rs 10,572 
crorc, about Rs 200 crore lower than last 
year. Accretion to foreign exchange assets of 
the banking sector at Rs 953 crore was 
almost three times that recorded in 1985. 

The operation of commercial banks 
during the calendar year 1986 was featured 
by a faster rise in bank deposits, more rapid 
growth in bank credit and sizeable build up 
of investment in government securities by 
banks. 

Addition to bank deposits during the 
calendar year amounted to Rs 16,603 crore 
or 19.4 per cent as compared to Rs 13,746 
crorc or 19.2 per cent in 1985. A disaggre¬ 
gated analysis reveals that, while in the first 
quarter of the calendar year deposits fell by 
Rs 169 crore, in the second quarter there was 
a substantial addition of Rs 6,166 crore. 
Growth of bank deposits decelerated during 
the third quarter and the addition was only 
Rs 1,800 crore. However, the last quarter of 
the calendar year experienced an expansion 
of Rs 8,806 crore, the largest for the post¬ 
nationalisation period. 

An addition of Rs 3,338 crore in demand 
deposits during the year contributed about 
20 per cent to the expansion of Rs 16,603 
crore in aggregate deposits. In 1985 the 
accretion to demand deposits was lower at 
Rs 2,450 crore Time deposits contributed 80 
per cent to the expansion in aggregate 
deposits. Demand for bank credit during the 
first nine months was very much subdued, 
in fact in the third quarter there was a fall 
of Rs 362 crore in bank credit mainly 
because of a contraticn of Rs 952 crore in 
bank eredlt for food procureinent opera¬ 
tions. In the last quarter there was an 


acceleration in the growth of bank credit by 
Rs 5,378 crore, pushing the total bank credit 
expansion by Rs 8,181 crore or 15.2 per cent 
during the calendar year which was higher 
by Rs 2,272 crore than the expansion last 
year. Bank credit for food procurement 


operation fell by Rs 286 crore a.s against a 
rise of Rs 457 crore last year Bank credit 
to agriculture, tiade and industry went up 
by Rs 8,467 crorc or 17.7 per cent as com¬ 
pared to Rs 5,452 crorc or 12.9 per cent last 
year. Banks stepped up invcsinicnt in 
securities by Rs 9,273 crore or 31 0 per ccni 
as compaied lo Rs 2,4.54 crore or 8.7 pci cent 
last year, resulting in an mcicinental invest¬ 
ment deposit ratio of 56 per cent during 1986 
as against 18 per cent last year. 

Tabu I: Tri-nos iiv Mones Si.imy 

(Rs Crore) 



1986 

1985 

1984 

1983 

1982 

1981 

Currency 

2714 

2306 

3672 

2442 

1849 

1182 


(11.3) 

(10.6) 

(20.3) 

(15.6) 

(13.4) 

(9.4) 

Demand deposit 

4348 

2146 

2080 

1173 

1955 

1781 


(24.2) 

(13.5) 

(15.1) 

(9.3) 

(18.4) 

(20.1) 

Deposits with RBI 

-53 

50 

145 

-86 

56 

31 

M, 

7f)09 

4502 

5897 

3529 

3860 

2932 


(16.5) 

(11.9) 

(18.4) 

(12.4) 

(15.7) 

(13.5) 

1 ime deposits 

13416 

12406 

9339 

8652 

6571 

6055 

M, 

(18.0) 

(20.0) 

(17.7) 

(19.6) 

(17.5) 

(19.3) 

20425 

16908 

15236 

12181 

10431 

8987 


(17.5) 

(16.9) 

(18.0) 

(16.8) 

(16.8) 

(16.9) 

of rhurK<* 

Nci bank credit to government 

11648 

10861 

8257 

4%9 

596) 

5349 


(19.9) 

(22.8) 

(21.0) 

(14.2) 

(20.9) 

(23.1) 

KBl 

6304 

8711 

4244 

I486 

4899 

4212 


(16.8) 

(30.3) 

(17.3) 

(6.5) 

(27.1) 

(30.4) 

Other banks 

5344 

2150 

4013 

3423 

1062 

1137 


(25.4) 

(11.4) 

(27.0) 

(29.8) 

(10 2) 

(I2.Z) 

Bank credit to coiiiinercial sector 

10572 

I07(K) 

10669 

8215 

8(X)2 

7341 


(13.3) 

(15.5) 

(i8J) 

(16.5) 

(191) 

(21.2) 

RBI 

351 

285 

529 

323 

56 

249 


(11.4) 

(10.3) 

(23.5) 

(16 8) 

(3.0) 

(15.3) 

Other banks 

10221 

10414 

10140 

7892 

7946 

7092 


(13.4) 

(15.8) 

(18.1) 

(16.4) 

(19.8) 

(21.5) 

l oreign exchange uvsets of banking sector 953 

326 

1327 

-466 

168) 

■1479 


(33.9) 

(13.1) 

(114.8) (-28 7) 

( 50.9) ( 

30.9) 

Government’s currency liabilities 

181 

107 

50 

30 

30 

37 


(20.9) 

(14.1) 

(7.1) 

(4.4) 

(4 6) 

(6.0) 

Non-monctary liabiluies of banking 

2929 

5086 

5067 

507 

1881 

2261 

vector 

(11.8) 

(25.7) 

(34.4) 

(3.6) 

(15.3) 

(22.5) 

Note: riguies in brackets represent percentage varialiuns over the year. 



■f Mil E 2: Operations oi S< hedm ri) Comsii rc iai Banks 








(Rs Crore) 


1986 

1985 

1984 

1983 

m2 

1981 

Bank Credit 

8181 

5909 

7671 

5468 

5299 

5278 


(15.2) (12.3) 

(19.0) 

(15.7) 

(18.0) 

(21.8) 

Food credit 

-286 

457 

1459 

1103 

753 

272 


(-4.7) 

(8.1) 

(35.0) 

(36.0) 

(32.6) 

(13.3) 

Non-food credit 

8467 

5452 

6212 

4365 

4545 

5006 


(17.7) (12.9) 

(17.2) 

(13.7) 

(16.7) 

(22.6) 

Bank deposits 

16603 13746 

10485 

9149 

7954 

7233 

(19.4) (19.2) 

(17.1) 

(17.6) 

(18.0) 

(19.6) 

Demand deposits 

3338 

2450 

1778 

1035 

1909 

1390 

(20.7) (17.9) 

(14.9) 

(9.5) 

(21.3) 

(18.3) 

rime deposits 

13266 112% 

8707 

8114 

6045 

5833 

(19.1) (19.5) 

(17.7) 

(19.7) 

(17 2) 

(19,9) 

Investment 

9273 

2454 

5525 

4696 

23.37 

2007 


(31.0) 

(8.9) 

(25,2) 

(27.2) 

(15.7) 

(15.5) 

Cash in hand 

25 

-12 

132 

-10 

284 

42 


(2.0) ( 

•O.I) 

(11.7) 1 

[ 0.9) 

(33.2) 

(5.2) 

Balances with RBI 

817 

5004 

392 

630 

1246 

658 


(6.9) (73.21 

(6.1) 

(10.8) 

(27.3) 

(16.8) 

Borrowing from RBI 

-193 - 

1033 

802 

46 

164 

104 


( 32.1) (- 

63.2) 

(96 3) 

(5.8) 

(26.3) 

(20.0) 

Ciedh-deposil ratio 





Average 

60.8 

63.0 

66.9 

65.8 

66.8 

66.9 

Incremental 

Non-food credit-d€-|iosit ratio 

49.3 

43.0 

73.2 

59.8 

66.6 

73.0 

Average 

S.5.I 

55.9 

59.0 

59.0 

6J.0 

61.6 

Incremental 

InvpRtmrntHlepuRit ratio 

51.0 

39,7 

59.2 

47.7 

57.1 

69.2 

Average 

38.4 

35.0 

38.3 

35 8 

33.1 

33,8 

Incremental 

55.9 

17.9 

52.7 

51.3 

29.4 

27.7 


Nofe: Figures in brackets represent percentage variations over the year. 
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Operation Flood Re-Examined 
Report of a Workshop 

Martin Doombos 
KNNair 


A RESEARCH workshop on Operation 
Flood, based on a selection of the studies 
made on India’s dairy development pro¬ 
gramme by a group of Indian and Dutch 
scholars Working within the content of the 
Indo-Dutch Programme on Alternatives in 
Development (IDPAD), was hosted at the 
Centre for Development Studies, IKvandrum. 
from December 1-5, 1986. Some 16 papers 
as listed in the Appendix were presented and 
discussed at this workshop. 

The workshop opened with an address by 
K N Raj who discussed the factors shaping 
livestock utilisation patterns within Indian 
agriculture. Broadly, the issues discussed 
during the subsequent sessions of the 
seminar fell into the following five subject- 
categories; (a) basic production aspects, 
(b) organisation of production, (c) dairy co¬ 
operatives and social change, (d) centr^isa- 
tion and decentralisation in dairy develop¬ 
ment, and (e) the question of foreign aid. 
In this report we want to briefly highlight 
each of these main issues discussed during 
the workshop. 

Basic Production aspects 

One key element in the Operation Flood 
strategy to increase milk production is to try 
and raise the productivity of milch animal 
through cross-breeding indigenous cattle 
with exotic breeds such as Jersey and Frisian- 
Holstein. So far this particular aspect of the 
policy has met with relatively Httle success, 
due especially to the reluctance of farmers 
in different regions of India to subject the 
stock of their draught cattle to genetic 
interventions which will make the male 
progeny less suitable for draught power. 
Besides, mechanisation of traction functions 
has proceeded at a far lesser speed than 
planners may have contemplated when oil 
prices were low, and is not ^kely to make any 
significant inroads into Indian agriculture 
in the foreseeable future, with the exception 
of some areas within Punjab, Haryana and 
Western Utur Pradesh. The production of 
milk, therefore, is likely to remain a secon¬ 
dary concern for the vast majority of Indian 
farmers. 

Yet the cross-breeding strategy is likely to 
receive new impetus, if only because the 
chosen pattern for dairy development is that 
of extending a co-operative network to large 
numbers of milk supplying farm house¬ 
holds, each of which will keep only a few 
dual-purpose animals. The Operation Flood 
framework, with its much-praised.veterinary 
service, already is especiaUy well equipped 
to cater to and improve the milk function 
of the dual purpose animal stock. Moreover, 
current emphasis on and the introduction of 
foreign technology for A1 facilities are likely 


to put additional pressures on the competi¬ 
tion for farm cattle ai a source of milk or 
of draught power. Though farmers’ rationa¬ 
lity so far has prevented any appreciable 
decline in the draught power of animals, 
critical review of policy will continue to 
be required in order to ensure the preserva¬ 
tion of good quality animals for draught 
purposes. 

In considering this the workshop called 
attention to the upgrading of bufallo breeds 
as an alternative way of raising the producti¬ 
vity of milch animals. Besides, in non-cross- 
breeding areas attention should be paid to 
the improvement of the quality of cattle, 
among other things by using the best bulls 
for upgrading stock. Essential is also that 
farmers should be given a choice between 
more than one breed when coming to AI 
stations. In turn, this demands solid 
assurance that AI stations at ail times will 
keep insemination from different breeds 
available, and must not be allowed to offer 
exotic breeds only. Clearly this lays a heavy 
burden on the Operation Flood organisa¬ 
tions responsible for AI to remain ’neutral’ 
in regard to a competition between milk and 
draught functions, with respect to which they 
are one of the parties directly involved. In 
fact, the question may need to be raised 
whether the functions of AI stations should 
not be placed under a different organisa¬ 
tional jurisdiction. 

Again, as the conception rate at AI sta¬ 
tions on the average is lower than 30 per 
cent, the workshop suggested the need to 
have a close look at the factors that have 
contributed the success of cross-breeding 
programme of Kerala, particularly that of 
the utilisation of the services of the barefoot 
inseminators. 

One other aspect of production requiring 
close attention is that of the use of com¬ 
munal wastelands. In many parts of India 
the privatisation of communal lands is 
proceeding at a rapid pace, creating serious 
problems of access to grazing for marginal 
farmers, landless labourers and herdsmen. 
Even if co-operatives take over the com¬ 
munal lands this has serious implications for 
the grazing possibilities of non-member’s 
animals, whether cattle or other ruminents. 
Too little attention appears to be paid 
generally to the requirements of livestock in 
wasteland development programmes, fM’ 
example through combined afforestation, 
fodder produaion and livestock develop¬ 
ment programmes. It was observed at the 
workshop to be of crucial importance to 
develop new mechanisms to govern the 
utilisation of communal lands in an equit¬ 
able manner. 

Finally, in regard to basic production 


factors, it was observed that the policy of 
creating a national milch herd may need to 
be re-examined. Instead of the development 
of an elite herd in selected areas, to be fed 
with concentrated feeds, a much more even 
spread of concentrated feeds to the present 
stock of milch cows, of which some SO per 
cent do not eat concentrates at all, would 
lead to a sizeable increase of the productive 
capacity and thus of the milk yield. 

Organisation of Production 

Discussions at the workshop on the 
organisation of production centred largely 
on the question of the appropriateness of 
Anand-model dairy co-operatives as vehicles 
for commercialisation to be replicated 
throughout India. With their single-product 
focus combining procurement, processing 
and marketing all within one structure, they 
present various advantages to the organised 
dairy industry, but relate only to one farm 
household activity and may have adverse 
side-effects upon others. Instead, multi¬ 
purpose co-operatives, though possibly of 
reduced efficiency from the perspective of 
the industry, might better meet farmer.*!’ 
overall and inter-related interests. 

While it was recognised that Anand co¬ 
operatives had a long and successful record 
especially in its homeland of Kheda distria, 
it wa.s pointed out that the reasons for this 
success lay largely outside the model’s 
organisational structure and are by defini¬ 
tion not replicable. These factors included 
the age-old dairy culture of the Charotar 
tract, the Patidar solidarity and organisa¬ 
tional lead vis-a-vis the Bariyas, the co¬ 
incidence of the dairy co-operative move¬ 
ment with the nationalist movement, the 
sizeable portion of the Bombay milk market 
that could be captured from a relatively 
distant milkshed area, and last but not the 
least the significant donations of foreign aid 
which the Kaira Union and AMUL had been 
receiving in the pre-Operation Flood period. 
It was questioned, therefore, how valid a 
national policy of replication could be which 
did not take into account that the historical 
conditions for such relative success would 
not be present elsewhere: Though one must 
not exclude the possibility that other factors 
in different contexts mi^t be conducive to 
co-operative dairying (such as the increased 
availability of roughages as a side-product 
of Puniat^s intensified agriculture), it just 
does not seem a valid policy to a priori 
assume replicability. Case studies that were 
discussed from Saurashtra, Rajasthan and 
Bihar, each pointing to different but serious 
shortcomings due to divergent conditions, 
underscored the weak foundation of the 
Anand replication policy. 

Besides, the workshop discuswd re*- 
analyses that had been carried out on 
various attributions of success in the cas|i 
of Kheda district and neighbouring areas 
within Gujarat itself, and found there 
been serious methodological flaws in qiiH^ 
a number pf the reports and nudies pn 
which the daims of success In terms of rural 
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impact, espedally regarding the question of 
increase of milk yield, had been based. In 
turn, this raised the wido^ issue of the urgent 
need for improvement of methodologies for 
the measurement of impact and clarity of 
the criteria of evaluation. As there are basic 
differences and potential contradictions in 
the use of data either for genuinely assessing 
performance or for an organisation's 
political need to show evidence of ‘success’, 
the need for truly independent monitoring 
was emphasised at the workshop. 

Dairy Co-operatives and Social 
Change 

Closely related to the question of ^fec- 
tiveness of Anand model co-operatives as an 
organisational blueprint, workshop discus¬ 
sions also focused on their capacity to act 
as agents of social transformation. Back¬ 
ground to this discussion was the often 
repeated claim and presumption that Opera¬ 
tion Flood, through Anand model co¬ 
operatives, is serving as an anti-poverty pro¬ 
gramme, and has a special capacity and 
mission to reach out not only to marginal 
farmers and landless people, but to involve 
lower caste members, Harijans as well as 
tribals. Besides, the programme has often 
been presented as one that would foster 
participation and democratic decision¬ 
making and offered an instrument for the 
enhancement of the status of women. 

Discussions noted, first, that Operation 
Flood itself is not an anti-poverty pro¬ 
gramme, though Hs authorities and propo¬ 
nents have often resorted to the rhetorical 
expediency of presenting it as such, pre¬ 
sumably with an eye to attracting foreign 
aid. Instead, it was argued that Operation 
Flood as a prograttune of intervention aimed 
at selected categories of farmers could not 
escape from the inevitability of differentia¬ 
tion and marginalisation in its impact on 
rural social structures. There is, first, the 
question of marginalisation of those left out 
from co-operative structures such as landless 
without access to fodder or keepers of other 
ruminents In search of grazing. Second, 
various studies have demonstrated that there 
is in fact a differential impact in the sense 
that larger farmen tend to draw relatively 
more bmefits from their involvement in co¬ 
operative dairying thui small and marginal 
farmers can do. 

Particular attention was paid to the ques- 
fion of the relevance of voluntary organisa¬ 
tions and their experience in overcoming 
constraints to participation by resource-poor 
groups. It was found that for voluntary 
organisations, too, it is extremely difficult 
if not impossible to alter basic resource con¬ 
straints at the village level, but that nonethe¬ 
less theh potential role of a catalyst in situa¬ 
tions where some (modest) chsmge in the 
resource balance might seem feasible 
deserves serious attention and encourage¬ 
ment. It was submitted, thOu^, that as any 
programme for the rural poor tx other 
vuinenriile categories faces severe structural 
barriers, it can only sticceed if voluntary 


organisations mobilise the rural poor on the 
basis of a sound political ideology. Hence 
also the importance of judging voluntary 
organisations on the basis of their strategy 
vis-a-vis the social environment. As the 
Operation Flood programme itself is so 
heavily foreign funded, it was felt that 
criticism of the receipt of foreign md by 
voluntary agencies attempting to support 
dairying by the weaker sections was not 
opportune. 

As regards the role of women in dairying, 
it was felt that the prospects of women deriv¬ 
ing an improved material basis from increas¬ 
ing labour inputs into dairying were mixed 
and required close attention. It was debated 
whether all-women co-operatives or changed 
membership rules in general co-operatives 
strengthening the participation of female 
members might be a preferred route to 
enhancing their position. It was noted, 
meanwhile, that if and insofar as farm 
households were to start looking at their 
cattle primarily as milch animals, then the 
income from dairying would not only be 
related to (women’s) labour inputs, but to 
the valuation of these milch animals as 
capital assets. 

CENTRALISATION AND DECENTRALISATION 

IN Livestock and Dairy Development 

Several of the issues discussed under the 
preceding headings converged into questions 
about the salient centralisation in Indian 
dairy development planning, and connected 
that to the question about the nature of 
political control over Amul as well as the 
National Dairy Development Board and the 
Indian Dairy Corporation. The close his¬ 
torical connection between Amul and 
NDDB/IDC was noted, but various queries 
were raised about the apparent special posi¬ 
tion within the national dairy development 
strategy granted by NDDB/IDC first to 
Amul and next to the Gujarat Co-operative 
Milk Marketing Federation. As to the latter, 
it was wondered where lay the locus of power 
within the GCMMF—could this possibly be 
Amul again? Within a policy of replication 
of a standard package it seemed difficult at 
any rate to reconcile the special privileges 
accorded predsely to Amul, the model. Such 
differential treatment is only likely to turn 
the whole idea of replication basically into 
a non-starter. 

Related to this were other questions about 
representation and control. NDDB/IDC 
purport to create a representative co¬ 
operative structure, but are not themselves 
subject to scrutiny by farmers’ represen¬ 
tatives. For all intents and purposes, in fact, 
NDDB/IDC are enjoying a remarkable 
autonomous position: non-representative, 
non-governmenul yet invested with vast 
political powers to intervene into some of 
the most vital aspects of India's agricultural 
serior. 

As to the co-operative feamework perse, 
queries about accountability and relative 
weight were particularly addressed to the 
changing roles of representative organs and 
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technocratic managers vis-a-vis each other 
and in relation to third parties. As growth 
and centralisation have been proceeding, 
there appears to have been a parallel trend 
towards stronger managerial control- 
running federations and district unions/or 
farmers rather than of farmers. 

Particularly intriguing, meanwhile, is the 
question whether, especially in the evolution 
of Amul, technocratic and managerial pre¬ 
ponderance was given a decisive boost with 
the contracting of foreign connections. One 
could hypothesise, it was suggested, that 
foreign aid has been instrumental in putting 
managerial power into the frontline; in turn 
progressively bestowing upon union repre¬ 
sentatives the changed political role to keep 
the lines with constituencies clear. 

A final question raised at the workshop 
was how the foreign aid factor had been in¬ 
directly instrumental in affecting the rela¬ 
tion of IDC/NDDB with the various states, 
especially in getting the latter to accept the 
Operation Flood package, and in turn how 
this has influenced the co-operative nature 
of the federations set up within the states. 

As against the notable tmnd towards cen¬ 
tralisation in Indian dairying and again in 
the light of the need for due consideration 
to different ecological, agro-economic and 
social contexts, much emphasis was placed 
during the workshop on the need to consider 
decentralised approaches to dairy develop¬ 
ment as an alternative. It was felt that a 
decentralised approach in livestock and 
dairy development would be better attuned 
to appreciate the contrasting patterns and 
demands on livestock utilisation in different 
regions, and would be more in line with the 
search for viable alternatives undertaken by 
various voluntary organisations. It also 
could add fresh meaning to the notion of 
farmers’ representation and to fanners’ 
capacity to develop their own strategies— 
among other matters regarding the question 
whether, if given a choice, they would 
actually give priority to dairying over more 
broadly defined co-operatives. 

Possibly the greatest stumbling block to 
decentralised planning for livestock and 
dairying, however, was thought to be the 
factor of foreign aid. Probably more than 
any other single factor, this appears to have 
been instrumental in inducing the centralisa¬ 
tion of planning and the establishment of 
a single institutional channel (the IDC) for 
the handling of aid commodities. Indir^y, 
one would suspect, it may have induced the 
elevation of the much praised Anand model 
to the single prescription for India’s dairy 
planning, not so much because-of its 
intrinsic virtues but because of the institu¬ 
tional need of a centralising counterpart- 
agency for foreign donors to be able to point 
to a legitimising ’model’ for justifying its 
mission and strategic position. 

The Question of foreign aid 

While the role of foreign aid as one 
explanatory factor of such matters as Amul’s 
success story and, indirectly, of the shape 





and orienution of planning structures in 
India's organised dairying has been noted, 
the issue of foreign aid was more fully 
addressed at the workshop around the 
question whether India’s dairy development 
has come to be dependent on external 
resources, whether as aid or as imports. The 
question can be broken down into several 
parts: is aid needed? Is it only an additional 
resource, or more than that? How and for 
which purposes is it used? What impact does 
it have on domestic prices, both for pro¬ 
ducers and consumers? What conditions are 
attached to or implicit in aid in dairying? 
What impact does it have on the setting of 
priorities in rural development and what are 
the implications of various elements of the 
aid package, e g, on cross-breeding or for 
developing alternative regional strategies? 
What ate the donor’s interests? Finally, what 
are the alternatives? 

With respect to the last of these questions, 
it was pointed out that India presently could 
not stop the aid without fairly serious reper¬ 
cussions to its organised dairy sector. How¬ 
ever, three possible alternatives to aid were 
identified: (a) adjustment through increases 
of consumer prices, (b) commercial imports, 
(c) subsidising internally produced dried 
skim milk powder. The last of these alter¬ 
natives was thought to constitute probably 
the last politically painful intervention. 

Still, each of these routes is essentially 
concerned only with the issue of how to 
phase out dairy aid. Opportune as it is to 
raise this matter at the time that opening up 
a new and again enlarged wave of Operation 
Hood (111) is being considered, tt yet leaves 
unanswered the question of how India is to 
organise itself for aidless dairying and live¬ 
stock development. Addressing that question 
should be taken up as research priority No I 
as a matter of urgency. 

[This report is based on the rapporteurs’ reports 
prepar^ by Shanti George, F Van Dorsten, 
S Batra, M Verhagen, A C Dhas, and M Mitra. 
However, we solely aie responsible for the views 
expressed in this summary.] 
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M Verhagen; Operation Flood and the Rural 
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Nuclear Test Ban; 

C Riga 

IT is nearly eighteen months since the Soviet 
Union unilaterally ceased the testing of its 
nuclear weapons. Yet the prospects for an 
agreement between the US and USSR for a 
comprehensive ban on nuclear testing are 
receding. If the United States goes ahead 
with its scheduled nuclear test in early 
February, it could be dealing a death blow 
to the universal demand to end the testing 
of nuclear weapons. The unilateral Soviet 
moratorium ended on January 1, 1987. A 
number of Soviet spokesman have made it 
clear that if the US continues to test this 
year, they would be forced to renew their own 
testing. 

Right now the two sides are engaged in 
talks, which began on January 22, on 
nuclear testing. But it appears unlikely the 
talks could lead to a ban sought by the 
USSR. (The responsibility for the impasSe 
rests squarely at the door of the Reagan 
Administration.) Despite the unilateral in¬ 
itiative of the Soviet Union, considerable 
internal congressional pressure for a test ban 
agreement, and the continual international 
demand for such a ban, Washington has re¬ 
mained adamant on the question. 

The peace groups and most experts believe 
that a nuclear test ban is the first important 
step towards halting and reversing the 
dangerous nuclear weapons build-up. Ibsting 
has Wn the primary instrument for design¬ 
ing new and ‘improved’ varieties of nuclear 
weapons, and thus the very motor of the 
nuclear arms race. An end to nuclear testing 
would be integral to freezing the nuclear 
arsenals at the current levels and initiating 
the process of eliminating them. 

The comprehensive Ibst Ban (CTB), has 
been a goal which every single US President 
since Eisenhower, has publicly supported. 
Further the United States is committed, 
legally, under the Nuclear Non-proliferation 
TVeaty (NPT) which it so ardently cham¬ 
pions, to a comprehensive test ban. Yet the 
Reagan Administration refuses to budge. In 
spite of the Soviet moratorium, the Reagan 
Administration in a brazen defiance of 
world opinion has exploded 23 nuclear 
devices over the last eighteen months. More 
deviously, the Reagan Administration is 
using the nuclear testing talks with the Soviet 
Union to sidestep the CTB demand and 
legitimate nuclear weapons testing for many 
years to come. 

Since the mid 19S0s, when the worldwide 
revulsion to atmospheric testing of nuclear 
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weapons led to the demand for a compre¬ 
hensive test ban, the goal has remained 
elusive. A Soviet-proposed test moratorium 
lasted from 1958 to 1961, when it broke 
down. In 1963, the US. USSR and UK 
agreed to a Partial Test Ban Tbeaty (PTBT) 
which proscribed nuclear tests in air, under 
water or outer space. But the treaty drove 
testing of nuclear weapons underground. 
The Kennedy Administration, in order to 
gain support of the weapons establishment 
to the PTBT promised to support a “com¬ 
prehensive, aggressive and continuing’’ 
underground explosions programme. It kept 
its word. Following the PTBT the average 
annual number of US nuclear tests actually 
increased. The PTBT pledged its parties to 
seek “to achieve the discontinuance of all 
le.st explosions of nuclear weapons for all 
time". TVenty three years later the world is 
still waiting. 

At the height of detente two more test ban 
treaties were negotiated. The Threshold Test 
Ban TVeaty (TTHT), signed in 1974 imposed 
a ceiling on the yield of nuclear explosions 
at ISO kilotons and the Peaceful Nuclear 
Explosions TVeaty (PNET) signed in 1976 
restricted the peaceful nuclear explosions to 
the same level. It has taken the US more than 
a decade to initiate the ratification of these 
two treaties, the procedures for which have 
begun this year. In 1977-80, the US and 
USSR made considerable progress towards 
a comprehensive tes« ban, but the negotia¬ 
tions collapsed alongwith detente at the turn 
of the 1980s. The Reagan Administration 
has since then refused to revive the negotia¬ 
tions on the CTB. 

Untenable Arguments 

The variety of arguments put forward by 
the Reagan Administration in resisting the 
CTTB have been proved to be misleading. 
One, it has argued that the Soviets are 
“cheats” and hence cannot be trusted to keep 
their word. The US has suggested as evi¬ 
dence the Soviet ‘violation’ of the TTBT. It 
has argued that the Soviet Union has 
repeatedly exceeded the 150 KT ceiling. It 
now transpires that the methodology used 
by the US to estimate the yield of SoWet te$ts 
was faulty. Although a number of experts 
outside the government hove asserted tl^ for 
nearly a decade, it was only in 1985 that the 
CIA agreed to revise the methodolcygy. 
According to a recent stujiy in Scientific 
American, by Lynn Sykes, a professor of 
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geology at Colombia University and a 
member of the US delegation that nego¬ 
tiated the TTBT, the yields of Soviet under¬ 
ground nuclear tests have been ‘Consistently 
overestimated”. He concludes that, “contrary 
to the [US] government’s allegations, the 
record of S^et underground tests has been 
in accordance with TTBT”.' It is obvious 
that if there was any “cheating” on TTBT, 
it was taking place in Washington. 

Second, the Reagan Administration has 
also argued that a comprehensive Ibst Ban 
Tleaty b not verifiable. The concept of 
“verification” is very dear to US arms con¬ 
trollers, who believe that no agreement, that 
cannot be verified, should be entered into. 
The Reagan Administration’s argument that 
current verification procedures, based on 
non-intrusive national technical mean.s, are 
not adequate carried political weight if not 
technical substance. 

Many scientists in the US had argued that 
current verification technologies (without 
on-site inspection) are sufficient to detect all 
nuclear te.sts of military significance. Yet, as 
long as the USSR was reluctant to accept on¬ 
site inspection, the Administration’s argu¬ 
ments on verification gained substantia) sup¬ 
port. But once Gorbachev accepted on-site 
inspection in a major departure from Soviet 
arms limitation policy, the US bluff on 
verification was called. James Schlesinger, 
former secretary of defence recently let the 
cat out of the bag. 

Ibstifying before the Senate Armed Ser¬ 
vices Committee this January, Schlesinger 
said that US arms controllers—including 
himself—have for more than two decades, 
“fiddled around” with the verification argu¬ 
ment, but it may not be essential. He con¬ 
fessed; “Tb a large extent, since the Partial 
Tbst Ban Treaty of l%3, the veriHcation 
issue has been used as an excuse!’ The verifi¬ 
cation argument was a stalling tactic, he 
revealed, because the US never really wanted 
a total and Comprehensive test ban.’ 

In one single stroke, although long- 
delayed, by accepting on-site inspection 
Gorbachev forced the discussion on CTB to 
the basics. His willingness to accept on-slte 
inspections as proposed by the Delhi Six 
(Argentina, Greece, India, Mexico, Sweden 
and Tanzania) early last year was followed 
by an even more dramatic gesture. In a 
remarkable initiative on the non-govern¬ 
mental level, the Soviet Academy of Sciences 
signed an agreement last May with the US 
Natural Resources Defence Council (NRDC) 
to set up monitoring stations at Smipala- 
tinsk, the Soviet nuclear test site in Kazha- 
kestan. Since then NRDC equipment has 
become operational in the USSR, and work 
is progressing towards establishing three 
similar monitoring stations in Nevada, where 
the US tests its nuclear weapons. The 
stations would be jointly operated by Soviet 
and American scientists. The Reagan Ad¬ 
ministration has not been amused by this 
“citizen’s diplomacy” conducted over its 
head and has dismissed the effort as “ab¬ 
surd”, The Soviet Academy has extended a 


similar offer to British scientists. 

The third major US argument has been 
that testing is necessary to ensure the 
reliability of the US nuclear arsenal. The 
American nucleat laboratories claim that 
since the American warheads are more 
sophisticated than the Soviet ones, the US 
is more dependant on nuclear tests to ensure 
that the weapons would perform as designed 
despite aging and material interaction of 
bomb components. But this claim has been 
rebutted by former American weapon 
designers and senior officials. In a letter to 
the US Congress in 1985, Hans Bethe a 
leading light of the Project Manhattan and 
Nobel Laureate in Physics, Richard Oarwin 
an IBM scientist and former fellow of Los 
Alamos Laboratory, Norris Brodbury, a 
former director of Ixw Alamo.s, and Herbert 
Scoville a former Deputy Director of CIA 
a.sserted that "continued testing is not 
necessary to ensure the reliability of the 
nuclear weapons in our stockpil^’.' They 
have suggested that routine non-nuclear tests 
through disassembly, inspection of parts and 
Hash radiography cun ensure the reliability 
of the nuclear arsenal. 

Failing to convince even the American 
scientific community of its stand on the 
CTB, the Reagan Administration has in¬ 
vented some bizzare arguments. One such 
is that a CTB would lead to the proliferation 
of nuclear weapons. If the reliability of US 
nuclear arsenal goes down, other countries 
which have staked their security on the US 
nuclear might, could be tempted to go in for 
their own nuclear weapons. Worse still, with 
declining reliability, under a CTB, the US 
would be forced to expand its own arsenal 
to maintain security. 

The real reasons for the US resistance to 
a CTB are, however, fairly evident. Nuclear 
weaimns testing is necessary for the ’moder¬ 
nisation’ of the American nuclear arsenal. 
The US has plans to build nearly 28,000 new 
nuclear weapons in the next decade. The 
Reagan Administration is being truthful 
when it says it needs to test to certify the 
designs of new nuclear weapons. It is also 
being honest when it claims that testing of 
the nuclear weapons is important for its SDI 
programme 

‘THIRD Generation’ Weapons 

The most ‘lucrative’ among the nuclear 
weapons on the design board are the so- 
called ‘third generation’ nuclear weapons. 
The first genemtion weapons are thdse based 
on nuclear fission—the atomic bombs. The 
second generation weapons are those design¬ 
ed around nuclear fusion—the hydrogen 
bombs. The transition from the first genera¬ 
tion to the second saw enormous increases 
in explosive power, and tremendous ‘design 
effidency—in terms of yidd-to-weight ratio: 
that is larger explosive power for les.scr 
overall weight of the weapons, facilitating 
the development of a variety of nuclear 
weapons for different delivery systems. The 
third generation weapons involve the deve¬ 
lopment of a number of sophisticated 


designs which would channel a part of the 
nuclear explosive energy to a form “more 
precisely tailored to the need than just blast 
and heat, the most well known effects of 
nuclear weapons in the past”.^ The neutron 
bomb built in the 1970$ was a precursor to 
the third generation nuclear weapons. 
Among the major third generation concepts 
under investigation are the X-ray laser, the 
gamma-ray laser, the microwave bomb, and 
the electomagnetic pulse (EMP) bomb. 

The first two designs seek to convert 
nuclear explosive power into high energy 
radiation either in the X- or gamma-region 
of the electromagnetic spectrum. It is hoped 
that such powerful laser weapons driven by 
nuclear weapons could play a central role 
in the proposed defence against a missile 
attack (star wars). Although the SDI has 
been adverti.sed as a non-nuclear defence 
against nuclear weapons, nuclear-driven ex¬ 
otic weapons have emerged as serious com¬ 
ponents of the programme, in a microwave 
weapon, the nuclear explosive energy is 
converted into microwaves. Having lesser 
energy than the gamma- or X-ray laser, the 
microwave beam weapons are not designed 
to destroy Soviet missiles in flight but would 
be used to debilitate the electronics of the 
missile and its warhead. The EMP bomb is 
based on the observation that a nuclear 
explosion in the upper atmosphere would 
generate an intense pulse of high voltage 
electric charge which could put out all elec¬ 
tric installations over a large area on the 
ground.’ The EMP bomb would maximise 
the generation of this electromagnetic pulse. 

The American nuclear weapons labora¬ 
tories thus see the continuation of nuclear 
testing as essential for the investigation of 
these new concepts in the design of nuclear 
weapons. Not only would they need to test, 
but do a lot of it. Because of the complexity 
of the third generation nuclear weapon 
design, much more testing than before is 
required to develop these weapons. Accor¬ 
ding to American weapons designers, the 
perfection of any one of the third genera¬ 
tion designs could require 100 to 200 test ex¬ 
plosions." In the past only about six 
underground number tests on the average 
were required to develop a new nuclear 
weapon. The requirements of the US nuclear 
strategy in coming years thus clearly 
demands more intensive testing of nuclear 
weapons. A Comprehensive lest Ban which 
would block the new round of qualitative 
improvement in the design of nuclear 
weapons is clearly not on the American 
agenda. 

A Comprehensive Test Ban would also 
interfere with the US military preparations 
for the development of nuclear warfighting 
capability. Currently, a significant portion 
of the American nuclear testing programme 
is devoted to the examination of the impact 
of nuclear weapons on various military 
systems. The purpose is to understand how 
various weapons systems—including nuclear 
weapons—function in the environment of a 
nuclear war and to make these systems ‘sur- 
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vivable’ in such a war.^ Thus, nuclear 
effects testing is critical to make the ideas 
of 'winnable' and ‘limited’ nuclear wars 
credible. 

The basic thrust of the current US nuclear 
doctrine is clearly at odds with the Com¬ 
prehensive Ibst Ban. It needed some clever 
manoeuvres and stubborn resistance to 
deflect the ri.sing international and domestic 
pressures for a test ban over the past year 
triggered by the Soviet moratorium. The 
unilatetai Soviet action was dismissed by the 
Reagan Administration as either none of its 
concern or as propaganda ploy. The six- 
nation initiative's appeals for a test ban were 
snubbed as politely as possible. For the 
Reagan Administration, the real threat on 
test ban emanated from the US Congress, 
which had stirred itself into action on the 
CTB question, in the wake of Soviet 
moratorium. 

SOVIET moratorium ON TESTS 

In 1984, before the Soviet moratorium, the 
US Senate passed a non-binding resolution 
seeking ratification of TTBT and PNET and 
the resumption of CTB talks with the Soviet 
Union. A campaign by some American 
peace groups in 1984-85 called upon the US 
and USSR reiterated the same demands and 
called for a simultaneous test moratorium 
beginning on the 40th anniversary of 
Hiroshima, August 6,1985. While the Soviet 
Union responded positively to this cam¬ 
paign, the Reagan Administration dismissed 
the suggestion, declaring that it has no 
intention of pursuing CTB talks. But the 
unilateral Soviet moratorium which went 
into effect from August 1,1985 did activate 
the US Congress into more purposeful 
action. In February 1986, the US House of 
Representatives with a large majority passed 
a resolution calling for the ratifleation of the 
two test ban treaties and initiation of CTB 
talks with the Soviet Union. The House 
followed up in August with a move to cut 
off funding for US nuclear testing in 1987. 
The funding could be resumed if the Soviet 
Union tested weapons above 1 KT in 1987 
and if the Soviet Union refused to accept on 
site inspections for the verification of a 
CTBT. 

Since the Soviet Union was ready to 
accept these conditions hopes soared that 
movement on the CTB issue was round the 
corner. But it proved illusory. Ironically, the 
announcement of the Rqrkjavik Summit 
helped the Reagan Administration to wriggle 
out of the fund-cut-off imposed by the Con¬ 
gress. As it happened so very often in the 
past, the pressure to rally round the flag and 
the lure that negotiated cuts are better than 
unilateral ones, forced the US Congress 
to buckle under. Demanding a show of 
American unity before the Reykjavik 
Summit, the Reagan AdministflKion suc¬ 
ceeded in working out a comptotaise. The 
Congress withdrew the move to ciR funds for 


nuclear testing and the Reagan Administra¬ 
tion promised to initiate the ratifleation of 
TTET and PNET. While it did ask for 
ratification of the treaties in January 1987, 
the Reagan Administration added a caveat 
stating that the treaties would not enter into 
force unless the Soviet Union agreed to revise 
the verification terms of the .agreements, to 
the American satisfaction. Thus the ratifica¬ 
tion of the two treaties has been reduced to 
a pointless exercise The Soviet moratorium 
and the peace offensive by Gorbachev also 
forced Reagan Administration to accept a 
dialogue on nuclear testing. Three rounds 
of bilatergJ talks were held last year. But the 
talks have proved infructuous as the Soviet 
Union sought a focus on the CTB and the 
US on verifleation and Soviet compliance 
issues. 

A compromise appeared likely when 
President Reagan proposed last fall a pro¬ 
gramme of phased reduction of nuclear 
testing linked to a parallel reduction of 
nuclear weapons, fina lly l eading to a 
nuclear free world and a CTB. But the post- 
Reykjavik confusion and widespread scep¬ 
ticism of both liberals and conservatives in 
the US on the feasibility and desirability of 
a nuclear free world dashed all hopes for an 
orderly transition to a nuclear free world. 
If the US establishment in near unanimity 
believes that nuclear weapons are going to 
be with us until the foreseeable future, then 
testing would obviously have to continue. As 
summed up by Schlesinger: “We’ll need to 
have a continuation of modest testing. We 
can have very sharp limitations on things, 
but we caruiot have a comprehensive test ban 
without risk to the security of the United 
States!’ Schlesinger declared to the Congress: 
“The United States dependent on a nuclear 
deterrent, in my judgment, can nev«' have 
a test ban—-a comprehensive test ban!’* 

With this wisdom being imparted to the 
US Congress it remains to be seen how far 
it can now push for the test ban. The come¬ 
uppance that was delivered to Reagan by the 
US strategic establishment and the lexers 
of intern Europe for endorsing Gorbachev’s 
vision of a world without nuclear weapons 
seems to have had a chastening effect on US 
policy. The US establishment and the 
European allies shudder at the thought of 
a nuclear free world. If nuclear weapons are 
here to stay, then so Is their testing. 

The Soviet Union is ready to accept a step- 
by-step reduction of nuclear testing, as an 
interim measure, provided the US is willing 
to open full-scale talks on a CTB with a view 
to reach an early agreement. But the US is 
unwilling to commit itself nor is interested 
in such a course. The US proposes the revi¬ 
sion of the verification procedures for TI BI' 
and PNET, and after that, is willing to talk 
about ‘limiting’ nuclear testing. 

The Soviet leadership is aware of the 
dangers of such a compromise whidi would 


postpone the CTB into a remote future; 
and legitimate continued testing of nuclear 
weapons. As Gorbachev stated last SqXember 
about the compromise moves on test ban: 
Of course, when proposing an agreement to 
the other dde one cannot reject compromises 
out of hand. But the idea of “relation” 
instead of termination seems to me to be 
incorrect in principle. 

First of all there is a certain amount of 
regulation already now: the 1963 treaty and 
the so-called “thresbold” agreements of 1974 
and 1976. But they failed to stop the arms 
race. As a matter of fact it has become even 
more intense, but of course, not because these 
treaties exist. 

The same can happen to the proposed 
“regulation” of underground nuclear tests. 
Sooner than not it would lead to a situation 
whereby the race will simply go in a different 
direction, and then it will become clear that, 
in an even more dangerous one.’ 

For the Soviet Union, the choice in the 
coming weeks would a painful one. 
Having failed to nudge the US even towards 
talks on a CTB, after eighteen months of 
unilateral restraint, the pressure to resume 
nuclear testing would be immense. If it does 
so, it is after a failed but genuine attempt 
to work towards a CTE At the same time 
the USSR is also under pressure from the 
international peace movement to extend the 
moratorium, for the fifth time. Such an 
extension, even if it is for a short while, 
might facilitate one last push towards the 
CTB by exerting pressure on the United 
States. The odds on the US changing its 
course are daunting, but it could be worth 
trying, once more. 
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The Adverse Capital-Output Ratio 

Vinod Vyasulu 

Capital Output Ratio in the Indian Economy by V P Chitale; Economic 
and Scientific Research Foundation, Radiant Publishers, New Delhi, 1986. 


SEVERAL recent studies have drawn atten¬ 
tion to the adverse movement in the capital- 
output ratio in the Indian economy. Chiude’s 
book is the last in a long line. 

The first work in the 1980$ that looked at 
this problem (among others) is V K R V Rao’s 
on India's national income from 19S0 to 
1980. Rao’s calculations showed that the 
average capital-output ratio, which was 2.46 
in 1951-52, rose to 4.58 in 1979-80. In terms 
of five-yearly averages, this ratio rose from 
2.5 in 1950-54 to 4.20 in 1975-79. The next 
major work was P R Brahmananda’s study 
of productivity in the Indian economy for 
the bench mark years 1950-51, 19M-61, 
1970-71 and 1980-81. He has documented the 
decline in productivity (or the adverse move¬ 
ment in the capital-output ratio) in all the 
major sectors of the economy: In fact, the 
subtitle of his book is “Rising Inputs for 
Falling Outputs”. Other major contributions 
are those of Isher Ahluwalia, B N Goldar 
and V R Panchamukhi'. 

Chitale's contribution must be seen 
against this background. He begins with a 
brief review of the concept, in which various 
related concepts and measurement issues 
along with the use of CORs in planning are 
discussed. This is followed by a discussion 
of the aggregate CORs in the national 
economy. The next chapter examines CORs 
in the industrial sector, using data from the 
ASl. and the sample studies of ICICI and 
IDBI, along with a discussion of factors con¬ 
tributing to higher CORs. This is followed 
by the most useful section of the book- 
study of capital-output ratios at a disaggre¬ 
gated project level—in this he examines in 
detail the fertilisers, cement, paper and pulp 
(integrated units)—with subaggregates like 
paper and paper board—tyres and tubes, 
refined sugar in the private and co-operative 
sectors, cotton spinning in the co-operative 
sector, scooters, tractors and dry cells. Based 
on these industry level studies, he cautiously 
concludes that capital costs have displayed 
divergent trends during this period. In some, 
as in fertilisers and sugar, they had risen in 
the seventies but subsequently fallen in the 
eighties. They had declined in cement, paper 
and pulp and tyres and tubes, but risen in 
cotton spinning and small sized cement. 
Industry-mse, cost over-runs were mote pro¬ 
nounced in intermediate goods industries; 
new projects were more vulnerable to cost 
over-runs than expansion and modmiisation 
schemes of existing ventures. Interestingly, 
Chitale's notes that his study does “not 
necessarily support the widely accepted 
notion about economies of scale in capital 
cost of new units. The economies in capital 
cost in relation to size were either not so 


obvious or uncertain. Modern equipment 
and large-sized plant do not necessarily 
ensure higher productivity and less cost in 
establishment of industrial unitsl’ 

This is a useful study and would merit the 
attention of all students of industrial 
economies. It will be a useful addition to 
reading lists for courses on the Indian 
economy. 

A few points, however, stand out. Among 
the factors leading to increases in capital- 
output ratios, increases in energy cost must 
have played an important role, especially in 
the 1970s. Unfortunately, Chitale does not 
disaggregate energy costs from others in his 
analysis. Secondly, there are reasons to 
believe that in the coming years, this ratio 
will again become adverse for legitimate 
reasons: via inclusion of pollution control 
equipment and environment conserving 
measures into project costs, for example. It 
is necessary now to begin to deal with the 
Lssue of how industry can cope with this very 
legitimate increase in project costs. One 
hopes Chital^s next book will examine these 
issues. 

Given the changes in economic structure 
and the inflationary trends in the economy, 
is it possible to use better (or more realistic) 
deflators and to improve the estimates? Has 
the capital output ratio really risen so 
dramatically? It appears from research 
within the governmental system (CSO and 
BICP) that this may not be the case. If so. 


IN contemporary India, whether by design 
or accident, the freedom movement, as 
portrayed in the media, would appear to be 
the achievement of one man, Jawaharlal 
Nehru, who having made India independent, 
handed over power dynasticglly to his 
daughter, Indira Gandhi, who consolidated, 
strengthened and defended Indian freedom. 
Gandhiji hovers in the background, to be 
brought annually into focus, though briefiy, 
on October 2, and for somewhat longer 
duration through the cinematic achievement 
of Attenborough. That there were other 
doughty figures on the stage; that the ascen¬ 
dancy of Gandhi himsdf was not a foregone 
conclusion, and that within (he nationalist 
movement itself, there were splits doubts, 
despair, withdrawals and forward challenges, 
are facts that are blurred today. Who in New 
Delhi remembers Bal Gangadhar Tilak, or 
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the entire issue may need to be re-examined. 

What conclusions can one draw from this 
evidence of inefficiency in the Indian 
economy? Ahluwalia, noting the inefficiency 
of the public sector argues that the private 
sector must be allowed to function accor¬ 
ding to the laws of the market if the Indian 
economy is to function better. Others argue 
the opposite.^ The record of the private sec¬ 
tor is not unblemished, and in the Indian 
system, the nature of the market makes it 
worthwhile for various groups to maximise 
private gains at the cost of the ‘nation*. The 
solution lies in changing the structure of the 
economy and in better planning. Here too. 
one’s political predilections are important, 
and this difference cannot be resolved by 
more and better data alone. 


Notes 

1 See V K R V Rao, “India's National Income: 
An Analysis of Growth and Change”, Sage 
Publications, New Delhi, 1983; P R Brahma- 
nanda, “Productivity in Indian Economy: 
Rising Inputs for Falling OutpuLs”, Hima¬ 
laya Publishing House, Bombay, 1982; 
B N Goldar, "Efficiency m Indian Industry”, 
Allied, New Delhi, 1986; V R Panchmukhi, 
“Capital-Output Ratio in India”, RIS, New 
Delhi, 1986. 

2 Ishar Judge Ahluwalia, “Industrial Growth 
in India: Stagnation since the Mid-Sixties", 
Oxford, Delhi, 1985; 1G Patel, ‘New Econo¬ 
mic Policy‘ Kinsley Memorial Lecture, 
Economic Times, November 6, 7, 8, 1986; 
and S N Chary and Vinod Vyasulu, “Some 
Management Aspects of Indian Planning in 
Retrospect and Prospect”, Paper presented 
at the 69th Conference of the Indian Econo¬ 
mic Association, New Delhi, December 6-7. 
1986. 


Bipin Chandra Pal, or the disastrous split 
at the Surat Session? Who remembers that 
it was not till 1920 that Gandhi established 
firm ascendancy at the Nagpur Session of 
the Congress in 1920, that Tilak died that 
year, and Jinnah left Nagpur after being 
.shouted down by the crowd, “Not Mr Gandhi, 
but Mahatma Gandhi”. 

That the southern part of India was 
different from the Indo-Gangetic Plain has 
been apparent for many years, and Robert 
FrykenbCTg‘s essay illuminates the socio¬ 
political world into which Rajagopalachari was 
born in 1878, of Ikmil speaking Iyengar 
Brahmin parentage, his father at that time 
being the munsiff of Thorapalli villagi; Salem 
district, in the Presidency of Madras. The rise 
of the Biahmin in the service of the East India 
Company, and the growing challenge posed 
to them by the non-Brahmin, savama Hindu 
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Gandhi’s Man in the South 

Thomas Abraham 

C Rajagopalachari: Gandhi's Southern Commander by Antony Copley; 
Indo-British Historical Society, Madras; pp 254, Rs 125. 



are sketched out by Frykenbetg, leading on to 
the question; whom did the Brahmins tepre- 
sem in an age when representation of the ruled 
was becoming important. Were they a majori¬ 
ty? If not. how then, in 1912, for instance, 
could the Brahmins hold 55 per cent of the 
posts of deputy collectors, 83 per cent of the 
posts of sub-judges, and 72 per cent of the 
posts of district munsiffs? This, then, was the 
atmosphere in the Ikmil areas when in 1911, 
Rajagopalachari became a municipal coun¬ 
cillor in Salem municipality. IVue; he was stir¬ 
red enough by the partition of Bengal to 
attend the Surat Session, and was politically 
radical enough to side with Tilak, and in the 
years to come earn for himself the reputation 
of a staunch no-changer, a non-cooperator. 

CR’s first indirect contact with Gandhiji 
seems to have been through hearsay, and 
books, whether it was Thoteau’s Civil Dis¬ 
obedience, or Gandhi’s own book on Indian 
Home Rule; or books lent to him by Chris¬ 
tian missionaries. In any case, by 1919, their 
first face to face encounter, Kajaji had become 
Gandhi’s man, who from then on would be 
a leading non-coopeiator, and a valiant 
supporter of khadi and prohibition. 

One Is curious why this innately coaser- 
vative Brahmin whose tradition would place 
him on the side of the law chose to throw in 
his lot not only with Gandhi, but with the 
radical no-changers, the fervent adherents of 
non-cooperation. Was it because the 1919 
reforms really did not give enough power to 
the people or was it because CR was shrewd 
enough to see that the Justice f^y founded 
in 1916 would be driven to collaborate more 
closely with the Raj, if the Congress accepted 
the reforms and fought the Raj for more? By 
1922, civil disobedience had petered out. tire 
membership of the Congress party having 
dropped from the high figure of M,000 to 
18,000. The decade that followed did not 
materially alter the situation in terms of 
winning independence and capturing power. 
Witness Satyamurthi writing to Subhas Bose 
in 1933, “Government is determined not to 
come to any terms with the Congress. Why 
should it? ^ are hopelessly divided among 
ourselves and what with fasts and threatened 
fasts of Mahatma Gandhi, the National Move¬ 
ment threatens to become a religious move¬ 
ment confined to the Gandhian coterie, Those 
of us who are political realists must rescue the 
nationalist movement from the miasma!’ It 
was clear that there was nowhere to go except 
into the councils. In 1934, CR was saying, 
"The situation is different from what it was 
in 1922. 1 think we should now go into the 
elections on behalf of Congtes^' Copliy poses 
these questions and concludes that CR had 
come to realise that by then there had been 
enough civil disobedience, enough violence; 
and that a slide to the socialist left had to be 
averted through a legislature and an admini¬ 
stration that would be captured and controlled 
by the right. (Was CR anticipating the elec¬ 
tion of Nehru as Congress President in 1936, 
with his commitment to swing the party leB- 
ward to socialism? What role did CR play in 
packing the working committee with ri^tists? 
One can only speculate with some degree of 


insight) 

A year later, in 1937, Congress accepted 
office in the provinces, and CR, elected from 
the University constituetrey w4ac^ Copky s^ 
had a fran^se as limited as that for the 
Oxford Chair of Modem Poetry, became the 
Premier of Madras Presidency. His tenure in 


that hi^ office is one of tbe jhiec& $t(i^ 
of Indo-Britirii constitutional co-opoation. 
and otre can see why this should be sa The 
admiring portrait of Dharma Vira, in this 
volume, pays ample tribute from an Indian 
civil .servant traiired in British ways, to his 
minister, schooled in the classics of English 
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literature, who in his life tried to synthesise 
what was best in his Vedantic tradition with 
the best that came from British. CR appre¬ 
ciated and respeaed the independent advice 
his civil servant gave him: a far cry from the 
prevailing practice now when the civil servant 
first makes sure what his minister wants to 
hear before giving advica 
Copley’s reflections on the Indo-British 
encounter and the inter-play between tradition 
and modernisation provide food for thought 
on the dilemmas ti^ India faces today. An 
indication of the pressures being faced is the 
revival of strident Hinduisn, alongside a deep 
feeling of insecurity and a feeling df betrayal 
by the government in meting out step-motherly 
treatment to the Hindus. (Ibr a good csiample 
of this widespread feding, see the Letter to the 
Editor of Tunes of India, July 27,1986 from 
Jaya.it f^tel, and the Editor’s footnote) 
<ey cites Ernert Gellnet’s proposition about 
nc static societies of the third world giving 
way to mote dynamic ones. But one wonders 
if the hypothesis that India was a static society 
before the advent of the European is all that 
correct and fmal. Recent work by Perlin and 
Karashima makes a re-examination of this 
hypothesis imperative. Berlin argues that 
“India, like Europe; was affected by profound 
and rapid change in the character of its 
societies and economies, and staie-forms, from 
at least the sixteenth ce.ntury, and secondly, 
that a fundamental aspect of that development 
was a local merchant capitalism which emerg¬ 
ed independently of Europe; but within a com¬ 
mon international theatre of societal and com¬ 
mercial changes". (Frank Berlin, “Proto- 
Indu.strialisation and Pre-Colonial South 
Asia”, Post and Present, 96 (1983) 31-95.) 


Next year, 1987 marks the fortieth anniver¬ 
sary of the transfer of power from Britain to 
India. It would seem th^ it is time to reassess 
the nature and implications of what Copley 
so aptly calls the Indo-British encounter. The 
impact that India and Indians have on Bri¬ 
tain is startling in its contrast with the attitudes 
of yesteryears. As Edward Said has said in his 
oriental^, The relationship between the 
Occident and the Orient is a relatioaship of 
power, of domination, of varying degrees of 
complex hegonony, and is quite accurately 
indicated in the title of K M Banikkar’s classic, 
‘Asia and W»tem Doninance' ’’. This was the 
atmosphere CR grew up in, and this was the 
basic rule that governed, no matter how un¬ 
consciously, his relationship with the British, 
whether it be his revered teacher, Utit, or his 
nominal subordinate in 1937, Sir Cedi Fabian 
Brackenbury, ICS, chief secretary to the 
government of Madras. Ndther nostalgia from 
the British side, nor resentment from the In¬ 
dian side are reliable guides In this exercise. 
The large Indian population, now more or less 
permanently resident in Briuun, but with 
strong religious and emotional links to Iridia 
cannot be wLshed away. It is a constant fac¬ 
tor in the future course of Indo-British 
relations. 

Antony Copley’s book is a welcome addi¬ 
tion to the serious literature on Britain and 
India, and the ties that have entangled them 
together. This reviewer has not read Copley’s 
earlier book on Rajaji, nor has he seen the 
series “Jewel in the Crown" on television. But 
he lived through the thirties in Madras. 
Copley’s book recreates some of the tension 
of those days. 


In Praise of Marwaris 


David Hardiman 

Industrial Entrepreneurship of Shekhavati Marwaris by D K Taknet; 
D K Taknet, Jaipur 1986; pp 264, Rs 250. 


IN recent years there has been a growing in¬ 
terest in Indian business communities and 
their role in the development of capitalism 
in India. This book provides a survey of the 
Marwaris of the Shekhawati region of 
northern Rajasthan. Some of the leading 
Marwaris of the twentieth century, such as 
O D Birla and Jamnalal Bajaj. have been 
of this group. Despite its potential, this study 
is disappointing, seeking as it does mainly 
to glorify rather than analyse the contribu¬ 
tion of these Marwaris towards Indian 
capitalist development, h claims that their 
business skills, ethical practices and tradi¬ 
tions of charity have provided an unmixed 
blessing for the people; Diknet thus writes 
that "every villaige or small dhani speaks 
volumes of the numerous Marwari Selfis and 
Sahukan whose generosity and philanthropy 
has made life a little better and fuller for the 
common man...” In his opinion it is only 
in recent years, with a decay in tradteiond 


Marwari business ethics, that a decline has 
set in. How then do we account for the fact 
that for nearly two hundred years the term 
‘Marwari’ has been synonymous in India 
with ruthless forms of usury, harshness 
towards debtors, and various more dubious 
business methods? In 1858 the collector of 
Ahmednagar district wrote that "I believe 
that were a history of Marwaree frauds 
published, it would prove not less wonderful 
and incredible than that of the thugs, and 
exhibit iniquity far more subtle and exten¬ 
sive, if less deep" Ihknet might recall that 
when the peasants of Maharashtra rose in 
1875 against their moneylenders, they largely 
ignored the local Brahman moneylenders 
and singled out for attack the Marwari 
usurers. For those peasants the word ‘Mar¬ 
wari’ was a term of opprobrium. 

Ihknet fails to provide any convincing 
explanation for the success of Marwari 
enttepreneunhip. What was there about 


medieval Rajasthan which gave rise to such 
business communities? Some interesting 
observations are made in passing about 
Marwari business methods, community 
organisation, and the acculturation of young 
Marwaris, but on the whole the treatment 
is sketchy and set out in such a sloppy 
manner that its value is limited even merely 
as a quarry for raw hi.storical data. In fact, 
one can learn more about the Shekhavati 
region and its businessmen from Thomas 
Timberg’s more general book "The Mar¬ 
waris’’ which was published in 1978. 
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The Cement Industty 
is about to 













...because of 
‘sub-standard’ 

FISCAL GIRDERS 

from the Government 


It was the Government of 
India that set the STANDARD—‘an 
assured return of 12% post tax on 
net worth'. 

The Government followed 
this up with further Fiscal Girders 
for the Cement Industry— the 
announcement of partial 
decontrol of cement, in the 
February ‘82 Budset. 

With these 2 superlative Fiscal 
Girders, the cement scarcity was 
brought to an immediate end. 

The Government was happy. So 
was the consumer. And, so was 
the Industry! 

The Industry response was 
the investment injection of a 
whopping Rs. 3000 crores for 
building new plants and 
modernising old ones. 


Within just 4 years, those 
superlative Fiscal Girders have 
been subjected to the worst kind 
of ‘erosion’. Because of runaway 
increases in coal, power, freight, 
capital and capital - related costs. 

As a result, the STANDARD 
FISCAL GIRDERS— an assured 
return of 12% post tax on net 
worth—have slumped to a paltry 
4%! Quickly sniffing an impending 
‘crash’, even the Financial 
Institutions have stopped funding 
any new cement projects. 

In 1987, the Cement Industry 
is facing a crisis. By 1990- 91, the 
consumer nvIII face scarcity 
conditions. Can the nation’s rapidly 
developing economy afford this? 


The Solution: 

Complete DE-control of cement, immediateiyi 



Cement Manufacturers' 
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Urbanisation and Rural Change in West Bengal 

Biplab Dftsgupta 

The particular pattern of urbanisation in West Bengal—the overwhelming role of the primate city, the wide 
gap between the former and the other major cities in the region in terms of population size, economic activities 
and cultural influence, and the predominantly rural character of the other areas in the region—is distinct from 
the alternative pattern of decentralised urbanisation one sees in Punjab, Haryana, Kerala and some other states. 
The author argues that this contrasting pattern of urbanisation has a great deal to do with the differing land 
tenure systems, the colonial economic policies pursued by the British, and the course followed in terms of economic 
development jn these two types of areas during the post-independence period. 

Section / of the paper deals with definitional and conceptual problems relating to various types of urban areas, 
and presents a historical account of the evolution of the present pattern of urbanisation. In Section H the present 
pattern of urbanisation is analysed and some case studies are introduced. Section HI deals with the impact of 
urbanisation on rural areas, and in Section IV the impact of urbanisation on urban areas has been considered. 
Section V puts forward a particular strategy for urbanisation which emphasises decentralised urban growth with 
a rural focu.s. 

rrhc paper is being published in two pans. Sceiions I and II appear below. The rcinaimni! thice sostions uill he published nesi wcek.j 


DISCUSSION on the is.sues relating to 
urban planning, seldom give enough weight- 
age to urban link with the rural hinterland. 
Purely civic issues, such as those relating to 
provisions of water, solid waste'disposal, 
drainage, sanitation and roads tend to 
dominate the thinking, while the role of an 
urban centre as a focal point for regional 
and rural development is often overlooked. 
Apart from the fact that such an approach 
is ahistorical, and ignores the process by 
which a village becomes a town, it drastically 
limits the scope of urban planning, and 
often leads to policies which turn out to be 
self-defeating at the end. A programme for 
beautifying a town and for making all the 
necessary provisions of urban infrastructure 
for a target urban population is eventualiy 
negated by the larger than estimated migra¬ 
tion of rural folk who are attracted by such 
facilities, and who, thereby, upset the 
demographic basis of such programme Such 
a programme for urban development which 
keeps its eyes shut on its implications in 
terms of widening rural-urban differential 
and the consequent increasing flow of 
migrants, is doomed even before it has been 
commissioned. Urban development to be 
effective, has to maintain a certain harmony 
with development in the rural hinterland. 

In West Bengal the particular pattern of 
urbanisation—-the overwhelming role of the 
primate city, the wide gap between the 
former and the other major cities In the 
region in terms of population size; economic 
activities and cultural influence, and the 
predominantly rural character of the other 
areas in the region—is distinct from the 
alternative pattern of decentralised urbanisd- 
tion one sees in Punjab, Haryana, Kerala 
and some other states of the country- 
take the view that this contrasting 
of urbanisation has a great deal to^ti Mf . 
the differing land tenurej,-.i^td|||> w; 
colonial economic policies ph^ed-^ Qk 


British, and the course followed in terms of 
economic development in these two types of 
areas during the post-independence period. 

This paper is divided into the following 
sections: Swtion 1 deals with the definitional 
and conceptual problems relating to various 
types of urban areas, and pr^ents a histo¬ 
rical account of the evolution of the present 
pattern of urbanisation. In Section II the 
present pattern of urbanisation is analysed 
and a number of case studies is introduced. 
Section ill deals with the impact of urba¬ 
nisation on rural areas, and in Section V the 
impact of urbanisation on urban areas has 
been considered. In Section VI we put 
forward a particular strategy for urbanisa¬ 
tion, which emphasised on decentralised 
urban growth with a rural focus. 

I 

Concepts and Definitions 

We begin with the definition of ‘urban’, 
since a great deal of the analysis of the 
urbanisation process crucially hitiges on how 
an urban area is defined. The Census defini¬ 
tion of an urban area is specific: (i) its 
population should exceed 5,000, (ii) popula¬ 
tion density should exceed 400 per square 
kilometre, (iii) more than three-fourths of 
the workers should be engaged in non- 
agricultural activities, and (iv) other faaors 
which might induce the census authorities 
to declare an area as urban even when the 
other three criteria have not been met. All 
these figures are arbitrary, eg, there is 
nothing sacrosanct about the figure 5,000. 
There are many countri^ which adopt a 
much higher or a much loarer population 
size as the cut-off point for determining an 
urban area. The census authorities them¬ 
selves accept many settlements as ‘urban’ 
whose population do not exceed 1,000, but 
which satisfy other criteria and in general 
exhibit 'urban characteristics’. In contrast, 


one can Hnd many rural settlements with 
larger than 10,000 residents, but the density 
or occupational criteria have not been 
satisfied, do not otherwise displaying urban 
characteristics. 

This, however, begs the question: what are 
those urban charactetistics? Sukumar Sinha, 
joint director of census operations in West 
Bengal, raises in his paper the pertinent 
question, how urban are those ‘urban areas', 
when the vast majority do not obtain the 
minimum of civic facilities usually 
associated with urban areas in the popular 
image.' Besides, a vast number and propor¬ 
tion of those have not even been given 
municipal status and are continuing to be 
administered by the rural panchayats: in 1981 
only 95 out of a total of 291 urban areas were 
municipalised, thus 67 per cent of those were 
not. However, implicit in this line of argu¬ 
ment is the assumption that street lighting, 
metalled road, drainage, piped water are 
‘urban characteristics’. While this may be 
true in case of India, in most developed 
countries such facilities are available in the 
rural settlements too. It may be asked 
whether the provision of such facilities alone 
can be taken as indicating urbanness of a 
settlement. There is no doubt that taking 
the three criteria—based qn population size, 
density and occupation—together, a fairly 
good approximation of the extent of urba¬ 
nisation of a settlement is possible. Com¬ 
pared to tiny, sparsely populated, agri¬ 
cultural settlements in rural areas, one Would 
expect urban settlements to be large, densely 
packed and humming with non-agricuitural 
activities. As in any kind of statiiitical 
exercise based on broad groupings, 'cut-off 
points’, no matter how fixed, are bound to 
be somewhat arbitrary, and there would 
always be room for disputing one figure or 
another. What is important is to avoid arbi¬ 
trary decisions or d^sions under pressure 
from various lobbies. In fact, some decisions 
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of the Census authorities indeed appear to 
be arbitrary, for example the bypassing of 
Oabgrani in Jalpaiguri, which is almost an 
extension of Siliguri, in the \91\ Census, 
though it had a population on 38,859 and 
the vast majority of the workers were 
engaged in non-agricultural activities.^ Its 
sudden emergence in 1981 as a class II town 
with a population of 76,210 took everyone 
by surprise. 

Several other definitional problems are 
worth noting at this stage. First, settlements 
which are neither rural nor urban, form a 
special category, e g, the coal mine areas of 
Burdwan or the tea plantations of Darjeeling 
and Jalpaiguri. In many cases, these areas 
are .served neither by the rural panchayats, 
nor by the municipalities nor any other 
kind of authority, excepting whatever liabi¬ 
lity or obligation is assumed by the company 
engaged in coal mining or tea plantation. 

Secondly, semi-urban settlements, which 
are identified by the people themselves as a 
distinct category and are often described as 
‘ganja’ or ‘bandar* in local parlance. These 
are primarily market places with shops, 
godowns, hotels and brick-built houses, and 
with a number of government offices when 
designated as block head-quarters. Many of 
these are accessible by roads and railway 
stations, which also explains their high 
growth. Passing through these crowded areas 
along the highways one gets the impression 
of being in a town. These often contain more 
iluiM .•'.(H)O people, and possibly also satisfy 
the density criterion; and are indeed in the 
process of becoming towns as the propor¬ 
tion of non-agriculturists passes the 75 per 
cent threshold. These entities play a major 
role in the life of the surrounding villages 
as centres of sports, education, cultural and 
governmental activities. Though not urban 
areas yet, these do display many of the urban 
characteristics. 

The third type of confusion arises with 
regard to the territorial limits of the towns, 
which are arbitrarily set and are subject to 
periodic revisions. Such revisions l^ome 
necessary as the periphery attracts popula¬ 
tion from other areas and strengthens its 
claim to become a part of the town itself. 
However, apart from the fact that extensions 
of town territories are often done without 
regard to scientific norms, these play havoc 
with urban statistics and make comparison 
over time a tricky exercise. In this situation 
it is possible for the population of a city 
to grow along with its territory, while 
the density and the proportion of non- 
agriculturists decline as the low-density 
erstwhile rural areas are included; thereby 
giving the paradoxical result of urban 
growth being associated with the dilution of 
some of the major 'urban characteristics’. 

The fourth type of confusion is related to 
the ‘urban agglomerations’ (UAs), that is 
census artefacts which are a collection of 
towns gnd cities close to one another, in 
most cases centring roimd a major urban 


area. The arbitrariness in their formation 
and territorial demarcation—putting together 
an assortment of towns of varying size and 
character, some closer to our image of big 
cities and some very rural—makes any scien¬ 
tific analysis of their growth a hazardous 
exercise. In addition, these pose serious 
difficulties in calculating shifts in urbanisa¬ 
tion, since the population in very small 
urban settlements are also aggregated in 
caiss I urban agglomerations, thereby magni¬ 
fying the degree of concentration of urban 
population. What is lacking is a set of 
guidelines regulating such administrative 
decisions, so that these do not reflect the 
whims, caprices or fascinations of the 
decision-makers. 

Further complication is added when an 
urban entity like Calcutta Metropolitan 
Development Authority (CM DA) is created 
with a defined jurisdiction by the state 
government, which, in addition to three 
corporations and 32 municipalities, also 
includes a vast rural area which constitutes 
the larger part of the territory and accounts 
for around five per cent of the population. 
The anomaly introduced by a large rural unit 
as a part of metropolis cannot be easily 
overlooked. At the same time, the fact 
remains that the very decision to incorporate 
those areas within a metropolis hastens their 
transformation into urban areas, and adds 
to the concentration of population in the 
metropolis. 

Lastly, frequent changes in the occupa¬ 
tional definitions used by the census authoi'- 
ties also compound the statistical problems 
in measuring urban growth and some of the 
other key urban variables. Changes in the 
pattern of urbanisation revealed by statistics, 
may not be easily interpreted without know¬ 
ing for sure how far those changes are no 
more than definitional, and do not reflect 
real changes on the ground, lb give an 
example, while the date for 1961 and 1971 
census indicated a shift in favour of primary 
occupations in most towns of West Bengal, 
a comparison of figures for 1971 and 1981 
would indicate that such tendency towards 
occupational shift has been reversed. One 
can only speculate how far this is actually 
the case, given the important definitional 
changes of occupation variables introduced 
in 1981. 

These definitional queries are being raised 
in order to qualify the conclusions derived 
here on the basis of census data. It should 
be added that in the discussion, by ‘Calcutta’ 
we mdan the core city, while the ‘Calcutta 
Urban Agglomeration', the larger entity, is 
indicated by ‘Calcutta UA’. 

II 

EvolutioH uf Towns 

In our paper on ‘Pre-British Mode of pro¬ 
duction in West Bengal',’ we have presented 
an account of the level and pattern of 
urbanisation in this area during the pre¬ 
colonial days. In those days, towns were 


largely trading centres, army camps, or ' 
places of pilgrimage or where the royal court . 
was located. Some of the largest urban 
centres, such as Ihmralipta, Saptagram, 
Chatt gram and Dacca were port towns. The 
growth of the textile trade with the patronage 
of the foreign interests led to the growth of 
urban centres like Murshidabad (which was 
also the capital), Dhaka (old capital), Malda 
(near another old capital), Hooghly (the port 
which replaced Saptagram as the major 
port) and Cossimbazar (which was close to 
Murshidabad and Malda) among others. 
Through these towns an extensive trade was 
conducted along the river Ganga or along 
the sea coast upto as far as Surat, in addition 
to what the foreign ships carried for Europe. 
While textile production was largely con¬ 
centrated in the villages, some of the major 
towns, such as Dhaka and Murshidabad 
contained factories (called karkhanas in 
Bengali) which produced luxury pieces for 
the nobles and the foreign market. The level 
of urbanisation was high by the standards 
of the time, and some of the largest urban 
centres, such as Dhaka or Murshidabad, 
compared favour^iy with cities like London .. 
and Paris in population size.** 

One of the immediate consequences of the 
British takeover of Bengal was rapid de¬ 
urbanisation and de-industrialisation of the 
territory. The traditional textile industry was 
deliver^ a severe blow from which it never 
recovered, while the other rural-based 
industries too suffered from the competition 
of factory-made cheaper supplies. With the 
collapiie of the economic base, the popula¬ 
tion of the large urban centres—such os 
Dhaka and Murshidabad—registered mas¬ 
sive drops. The village-ward migration 
intensified the pressure on land, which 
created further problems for the rural , 
economy. The erstwhile artisans who were 
part-time agriculturalists, now devoted 
themselves exclusively to farming as primary 
occupation, and some were even pushed to 
become agricultural labourers. The further 
decline of the rural economy due to the j 
imposition of the heavy land revenue 
demands, leading to the disastrous famine 
of 1770, further constrained the scope for ^ 
urban economic activities, a large part of ; 
which was centred round food trade.’ 

T he pattern of urbanisation which even- , 
tually evolved was largely the creation of the 
British. Beginning in the mid 1830s, the jute 
factories on both sides of river Oanga in the 
neighbourhood of Calcutta, the. railway 
towns after 1851, and the coal and tea 
plantation towns in the second half of the 
nineteenth century formed the basis of the 
new urbanisation pattern based on indus¬ 
tries. Earlier, in fact in the latter part of the 
eighteenth century and in the early part of 
the nineteenth century, the activities around ' 
commercial crops such as indigo, opium and ‘ 
mulberry, had led to the setting up of many ; 
‘kuthis’ or ‘factories' in the rural areas. 
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which also grew into towns in due course. 
In all these cases the rationale for produc¬ 
tion was export, and was not linked up with 
the consumption needs of the local popula¬ 
tion, at least to begin with. In almost all 
these cases, the labourers employed for 
various activities—from manual workers to 
clerks and supervisors—had to be brought 
from outside, since the local workers were 
either unwilling (e g, in cases of jute or coal) 
or inadequate or both (e g, in case of the 
tea industry). In many instances even the 
food for the workers had to be brought from 
outside (e g, in cases of the coal and tea 
industries). In other words, these new towns 
had few linkages with the local market, in 
terms of labour supply, market demand or 
even meeting the consumption needs of their 
population. These were in the main 
‘enclaves', transplanted from outside, and 
sustained by external links.^ 

In cases of two other sets of towns—the 
administrative and trading towns—whose 
growth was also encouraged by the British 
policies, the links with the rural hinterland 
were stronger. In many cases the British 
made old and established towns the admini¬ 
strative headquarters or trading outposts, 
and, hence, could build on their existing 
rural linkages. But the importance of these 
towns was not comparable to those of the 
industrial towns, which had their origin in 
the British colonial economic policies. 

Overshadowing everything else was the 
growth of Calcutta city itself, ftom a motely 
collection of three fishing villages on a 
marshy land to one of the largest metropolis 
of the world. Like other port-based colonial 
cities in the third world, the main basis of 
Calcutta's economy was export trade, and, 
to serve this role, it was elaborately linked 
by way of roads and railways with the 
hinterland, which covered in addition to 
Bengal, the larger part of northern and 
eastern India. In particular, it was closely 
linked to jute, coal, tea and indigo centres. 
The construction of railways faciliuted 
large-scale migration of population over 
long distance, which too helped to increase 
the concentration of population in and 
around Calcutta city, for work in jute and 
other factories. Calcutta also served as the 
main recruitment centre for the labourers 
needed in Assam tea gardens and in East 
Africa and West Indies. Thus, traffic in both 
merchandise for export and labour power for 
work in various industries pivoted around 
this ;K>rt city which was also the caplfal of 
British India until 1911. Periodic famines, 
from the great famine of 1770 to the last 
great famine of 1943, brought the destitutes 
from rural areas to Calcutta in search of 
relief; because it was more easily accessible 
than some of the nearer urban centres and 
held a better promise of relief. All these led 
to the growth in the city's population. 
Another important aspect in its growth was 
the concmtration of absentee zamindars, 
who brought with them an enormous con¬ 


centration of purchasing power and became 
instruments through which the rural surplus 
was transferred to this primate city. This 
colossal concentration of purchasing power 
brought in its wake goods, services and 
people to serve the elite in various capacities, 
who in thdr turn, mqde further demands for 
goods, services and people. Through a 
process of cumulative causation growth led 
to further growth and still further growth. 
Calcutta grew from a city of 4,28,000 in 1872 
and 9,33,754 in 1901 to 21,67,485 in 1941, 
26,98,494 in 1951, 29,27,289 in 1961 and 
32,91,665 in 1981. The population of 
Calcutta grew from 1.49 million in 1901 to 
3.58 million in 1941, 4.59 million in 1951, 
5.74 million in 1961 and 9.1? million in 1981. 

Our account so far of the evolution of the 
existing pattern of urbanisation in West 
Bengal, clearly points to its two important 
features—it was externally imposed in order 
to meet the needs of the colonial economy 
and was therefore mainly based on the 
export trade, and it was delinked from the 
developments in the rural areas. As the 
statistical exercises show, agricultural 
production remained virtually stagnant 
during the British period^ and could not, 
therefore, play any role in urban growth, 
except in a negative way, by pushing out the 
rural destitutes. Ibwns were, in the main, 
entities ruled by the immigrants who came, 
in many cases, from distant areas and pro¬ 
duced or mobilised goods for the external 
market. Urban development was far from 
spontaneous or based on indigenous factors, 
as would have been the case had there been 
no colonial rule, and as was indeed the case 
before the British take-over. Unlike the urba¬ 
nisation experience of the developed coun¬ 
tries of today, where it was based on agri¬ 
cultural development on the one hand and 
industrial progress on the other, the 
colonially-induced urbanisation in West 
Bengal was without roots. 

It is true that upto a point urban growth 
was synchronised with increasing job oppor¬ 
tunities. Those who came to Csdcutta city 
or other urban centres seldom returned 
empty-handed; there was some job or other 
for every one irrespective of his social class. 
For the elite there were prestigious profes¬ 
sions as doctors, lawyen, senior civil servanu 
and judges. For the middle class clerical, 
teaching and supervisory jobs requiring 
some education were plentiful. For the poor 
a full and varied menu of jobi was onbred, 
from domestic service to factory employ¬ 
ment. In fact, until the first world war, the 
job market in and around Calcutta and in 
the plantations and mining towns, was 
characterised by a serious shortage of 
manpower. Construction of roads and 
' railways, setting up of new industries, expan¬ 
sion of the bureaucracy and judidal services 
as also of schoob and medical institutions, 
and the demand for labour from other parts 
of the British empire—all these maintained 
a Mgh level of demand for workers until that 


period.* 

After the end of the flrst world wan this 
correspondence between urbanisation and 
industrial expansion ceased to exist. The 
economic boom of the nineteenth century, 
associated with coal, tea. Jute and con¬ 
struction aaivities gave way to falling 
demand for labour power as these activities 
approached saturation points. The economic 
depression of the early thirties, coinciding 
with rapid demographic growth following 
the success with preventive measures against 
epidemics now turned the demand-supply 
relationship against the labouring popula¬ 
tion. Further, the British government could 
not have any interest in industrialising India, 
excepting insofar as these were consistent 
with their economic interest. The industrial 
activities initiated by the colonial regime had 
limited objectives; these could not be carried 
beyond the point were these came in con¬ 
flict with colonial economic interests. They 
saw India as a vast reservoir of raw materials 
and human resources and sought to main¬ 
tain it that way. As for the Indian indus¬ 
trialists, although some beginning was made 
in the latter half of the nineteenth century, 
when they took some interestin coal, tea and 
banking, and sponsored some industrial 
activities, by the early part of the twentieth 
century such activities had come to a halt; 
as many of them found rentier income from 
land more attractive and less risky than in¬ 
vestment in industries under various restric¬ 
tions imposed by the colonial regime.* 

Though industrial progress was halted the 
urbanisation process continued. Lack of 
jobs in the formal sector now led to the 
growth of the ‘informal sector’ of coolies, 
pavement traders, migrants, etc. This 
phenomenon, of continued urbanisation 
unconnected with expansion of job oppor¬ 
tunities, is important for understanding the 
present pattern of urbanisation in the state. 
It also brings out another contraiiting feature 
of the process of urbanisation in the third 
world countries tike India, compared to 
the experiences with urbanisation in the 
developed countries of today, where the 
latter maintained a close relationship with 
industrial progress. 

The decade of the forties was charac¬ 
terised by four major types of population 
movements, each of which left its mark on 
the urbanisation patten in the dty. First, the 
frar of Japanese bomb attadc which incbced 
many city dwellers to send their families to 
native villages, while the war brought the 
army camps and their hangers-on to the 
urban areas. Secondly, the great famine of 
1943, which took a toll of six million lives, 
and pushed a large number of people to 
Calcutta and other major cities for relief. 
Thirdly, the great riot of 1946-47, which led 
to redistribution of populatidn in various 
areas along communal tines. Fourthly, the 
rehigee movement from the other side of the 
border after the partition of the country in 
1947, All these, particularly the famine and 
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the refugee movement, greatly influenced the 
course of urbanisation in the state in the 
latter years. Here again, the point to make 
is that these townward movements were not 
linked to expansion of economic oppor¬ 
tunities, and therefore accentuated pressure 
on both the urban labour market and the 
civic amenities. The famine-stricken desti¬ 
tutes took the pavements of Calcutta as their 
home, while the refugees spread to prac¬ 
tically all the urban areas, and in many cases, 
by their sheer numerical weight, transformed 
many of erstwhile villages and semi-urban 
areas into towns. The refugees constitute 
about a quarter of the population of 
Calcutta metropolis today, but even in other 
areas, e g, in Siliguri and other towns in 
North Bengal, they played a major role in 
speeding up urban growth. 

The above account shows how the present 
pattern of lopsided urbanisation evolved 
over two hundred years, as a consequence 
of colonial economic and administrative 
policies. While Calcutta, the port city and 
administrative centre grew as also certain 
other towns which had their origin in 
colonial industrial activities, the rest of the 
state remained backward, agricltuially-based 
and neglected. The level of urbanisation 
could not be high, given the low level of 
industrial development, while at the same 
time the relatively small urban population 
remained highly concentrated in Calcutta 
city and its periphery. There was no harmo¬ 
nious hierarchical distribution of towns by 
size categories—from very targe to very 
small, each playing its part in the system of 
distribution of goods and services and 
having an areal jurisdiction of its own—as 
could have emerged had the urban develop¬ 
ment been autonomous and closely linked 
with the local economy. 

Urbanisation Patterns and Trends 

The two prominent features of urbanisa¬ 
tion pattern in Vfest Bengal are the low level 
of urbanisation, and an excessive concentra¬ 
tion of the urban population in Calcutta 
metropolis and Buidwan district. The level 
of urbanisation, at 26.49 per cent in 1981, 
is higher than the national average of 23.73 
per cent, but lower than those for the 
advanced states such as Maharashtra (33.03 
per cent), Timil Nadu (32.98 per cent), 
Gujarat (31.08 per cent), and Putij^ (27.72 
per cent) and Karnataka (28.91 per cent). 
The rate of growth of urban population, at 
31.61 per cent during 1971-81, is among the 
lowest in the country, the national average 
being 46.02 per cent; and the same was the 
case during 1951-61 and 1961-71. Considering 
the size of Calcutta metropolis, or the rich 
mineral base of its hinterland, both the level 
and the rate of growth of urbanisation in 
West Bengal would appear to be exceedingly 
low. 

More striking is the dominance of the 
urban scene by the Calcutta metropolis. In 


1981 the total urban population in the state 
was 1,44,33,486 of whom 91,63,630 lived in 
Calcutta urban agglomeration, that is about 
63.3 per cent, if the urban population of 
Burdwan, of 14.25,639, is added to this, they 
together wouid account for 73.4 per cent of 
the state’s urban population. 

In contrast, urban population in the rest 
of the state is small and is thinly spread over 
a large area. Once the districts partly or fully 
covered by Calcutta metropolis (Calcutta, 
Howrah, Hooghly, Nadia and 24 Parganas) 
and Burdwan are excluded, the proportion 
of urban population in the rest of the state 
becomes a meagre 12.4 per cent. Of the ten 
districts in that area in case of seven the pro¬ 
portion of urban population is below 10 per 
cent; Malda with a 4.78 per cent urban 
population occupying the tmttom position. 
This shows that, leaving aside Calcutta 
metropolis and the district of Burdwan, the 
rest of the state is very rural indeed. 

A comparison with the population stati¬ 
stics of other states would reveal that the 
urban population in West Bengal is more 
unequally distributed than in ai^ other state 
ot India. Whereas in Maharashtra, Bombay 
has Pune and Nagpur as major alternative 
urban centres and Ahmedabad in neigh¬ 
bouring Gujarat a fast growing metropolis, 
and while Coimbatore and Madurai compete 
with Madras city as alternative urban 
centres, in case of Calcutta UA with 91.65 
lakh people, the city next in size is Asansol 
with an incomparable smaller population of 
3,65,371 in 1981. Even when Bihar, Orissa, 
Assam and various states of eastern and 
northern India are tal«n into account as 
Calcutta's hinterland with a population of 
around 19 crore, the city next in importarice 
to Calcutta is Patna, the capital of Bihar 
which showed a population of 9,16,102 in 
1981. If one adds to the population of Patna, 
those for Asansol and Durgapote, the three 
together would account for less than one- 
sixth of the population of Calcutta metro¬ 
polis—a very high ratio for any ‘primate 
city* in the worid. As table 7 shows, the 
urban population per town/city in West 
Bengal is higher than that for other states 
ocept Maharashtra and which further con- 
flrms the inequality In the distribution of 
urban population in the state: 

Worse still, the demographic domination 
of Calcutta is showing no sign of waning 
over time: The paper by Das Gupta et al 
shows by analysing the census data for 1971 
and 1981, that of the 78 towns newly classi¬ 
fied in 1981, 33 were located in districts 
covered by Calcutta UA, while another 27 
were located in Burdwan district. Similarly, 
out of 73 high-growth towns with a growth 
rate exceeding 40 per cent, 47 were located 
in Calcutta metropolis and another 10 in 
Burdwan."* Thus, those two major urban 
complexes continued to account for the 
lion’s share of new and high-growth towns. 
Furthermore the population in 1,00,000 


strong Gass 1 cities increased its share of the 
total urban population from 70.98 per cent 
in 1971 to 76.84 per cent in 1981. Even when 
agglomerations were broken up into const!-. 
tuent urban units, the proportion registered 
an increase from 54.91 per cent in 1971 to 
33.49 per cent in 1981. It should be added 
that this increase in the share of the Class 
I cities in the aggregate urban population is 
more due to the increase in the number of 
urban areas belonging to that class than to 
the increase in the population of those cities 
which were in Class 1 category in 1971; the 
number of Class I towns having increased 
from 13 to 24 over this period; yet the fact 
remains that such a vast proportion of the 
urban population live in 1,(X>,000 plus urban 
settlements. '* 

The dominance of Calcutta is not con¬ 
fined to the demographic sphere alone. The 
districts of Calcutta metropolis account for 
more than four-fifths of industrial output 
and factory employment in the state, and 
similar high figures are also revealed in terms 
of other economic indicators. Calcutta 
equally dominates the social and cultural life 
in the state, as it operates as a powerful 
magnate attracting the poets, Khoiars, 
artists, sportsmen and others towards it. 
Such movement towards Calcutta and 
Burdwan implies a cost, for other, less 
developed areas, which are deprived of a 
skilled workforce and local talent, and even 
of financial resources which are transfered 
along with people. This ‘brain drain’ and 
'resource drain’ is taking its toll, as it will 
appear from an examination of the data 
relating to the western and northern districts 
of the state. 

Ihking the western districts of West 
Bengal into account—that is Midnapore, 
Birbhum, Bankura, Murshidabad and 
Purulia—while they account for 41.82 per 
cent of West Bengal, they had a share of 11 
per cent of higb-growth towns, and of only 
six out of 78 new towns. Ih none of these 
districts the level of urbanisation exceeds 10 
per cent. In terms of progiess with urbanisa¬ 
tion also, during 1971-81 these districts 
occupied five of the last seven positions in 
West Bengal. On the other hand, defining 
'low-growth towns’ as having less than 13 per 
cent decadal growth rate, a high proportion 
of these belonged to this area in 1981, where 
agriculture is backward. It should be added 
that 7 of the 22 ‘low growth’ towns are puUic 
sector settlements, e g, railway town, airport, 
defence estate, etc, and one is Burnpore 
Steel. In these districu, not only that tl» 
level of urbanisation is low, the rate of 
growth of urban population is among the 
lowest in the state; in other words, these are 
further sliding down the urban scale 

A similar picture emerges when one con¬ 
siders the North Bengal districts, among 
whom only Darjeeling, with 27.^6 per cent 
of urban population has a figure exceeding 
the state average This area too accounted 


279 ; 
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for only 10 new towni and 8 high-growth 
towns, and contained two districts with the 
lowest levels of urbanisation and rate of 
growth during 1971-81 in the state—-Malda 
(4.78 per cent) and C ('nth Bchar (6.91 per 
cent). However, both Darjeeling and Jalpai- 
guri districts registered high urban growth 
during 1971-81. while West Dinajpur alone 
accounted foi lour high-growth towns. 

In her paper, Nipa Ghosh makes an useful 
comparison between Punjab and West 
Ben^, as depicting two contrasting patterns 
of urban growth.” While Punjab was for a 
long time behind West Bengal in terms of 
level of urbanisation, in recent years it has 
just overtaken the former. What is striking 
is that, having more or less the same level 
of urbanisation, Punjab’s urban population 
is more evenly spread over the state than is 
the case with West Bengal. In case of the 
latter, Calcutta with a population of 91.65 
lakh was miles ahead of Asansol (3.65 lakh), 
Durgapore (3.06 lakh) and Kharagpote (2.34 
lakh), the three other cities in order of 
numerical importance While the biggest city 
of Punjab, ludhiana, had a population of 
no more than 6.06 lakh in 1981, followed by 
Amritsar (5.89 lakh), Jalandhar (4.05 lakh) 
and Patiala (2.05 lakh) close behind. Ihking 
the ratio of the population in primate city 
with the aggregate population in the next 
three cities as a measure of primacy, in 
Calcutta’s case it was a very high 10.11, while 
it was avery small 0.50 in case of Ludhiana. 
The primacy ratios for Bombay and Madras 
cities were 2.26 and 1.76 respectively, in 1981, 
much lower than the figure for Calcutta. 
Furthermore, the coefficient of variation 
among district in terms of urban proportions 
was 0.69 in case of West Bengal, while it was 
a small 0.27 in case of Punjab. 

The explanation given by Nipa Ghosh is 
in terms of (a) agricultural prosperity being 
the basis of urbanisation in Punjab, and 
(b) the development of agriculture being 
more uniformly spread in that state Whereas 
the rate of growth of agricultural output was 
almost uniformly around seven per cent in 
case of the districts of Punjab, those varied 
widely from around 4.5 per cent to a 
negative growth rate of less than one per cent 
in cases of the West Bengal districts. 

Another major explanation could be 
in terms of the differences in the pre¬ 
independence land tenure systems—Punjab 
being governed by ryotwari system of settle¬ 
ment with individual peasants (mostly the 
rich ones), while West Bengal being under 
the zamindari system consolidated by the 
Permanent Settlement of 1793 with the 
zamindars. In the latter case, the concentra¬ 
tion of rural economic power in the hands 
of the zamindars, who were usually absen¬ 
tees and resided in or around C^cutta, 
facilitated the transfer of rural surplus to the 
metropolis, which in turn led to high and 
growing demand for labour power, goods 
and various services. In contrast, in Punjab, 


agricultural power being diffused, under the 
ryotwari system, the surplus was directed 
towards smaller towns where the richer 
peasants moved after accumulating some 
wealth; and even after setting up an esta¬ 
blishment in the towns they continued to 
retain active interest in agriculture unlike the 
zamindars of Bengal. Thus, in case of 
Punjab, the small and medium towns, linked 
closely with the agricultural production, and 
widely dispersed over the territory, became 
the major feature of urbanisation. In fact, 
until two decades ago, all the three leading 
towns of Punjab were quite small, with 
around 2,00,000 people, and had the 
appearance of over-grown villages in many 
respects. 

The paper by Sudeshna Ghosh Roy also 
confirms the point, that in the case of West 
Bengal, the main inspiration for urban 
growth came from the industrial and 
manufacturing activities.'^ She compared 
two areas at different levels of urbanisation: 
24 Parganas, Hoogly and Howrah district 
with an urbanisation level of 29.54 and 45.22 
per cent, and Bankura, Midnapore, Purulia 
and Birbhum with urbanisation levels of 
7.63,8.54,9.00 and 8.33 percentages respec¬ 
tively, by regressing the urbanisation level on 
a set of occupational variables. In case of 
24 Parganas, Hoogly and Howrah manufac¬ 
turing yielded the most significant variable, 
and the overall explanatory power of the 
regression equation was reasonably quite 
high; but in case of the western districts the 
explanatory power of the equation was low 
and service appeared to be the more signi¬ 
ficant variables explaining urbanisation. She 
also carried out a chou-test to show that the 
pattern of urbanisation in these two areas 
was indeed different. 

Pabitra Giri’s paper on urbanisation 
pattern makes the important distinction 
between size-class and areal distributions of 
urban population, while noting that in 
many cases these two might be closely 
correlated.It shows that, if the six size 
classes are categorised into three broader 
classes—cities with more than 1,00,000 
people, medium towns with populations 
between 20,000 and 1,00,000 and the small 
towns with lower than 2,00,000 population— 
the middle towns exhibit the highest rate of 
growth, while the share of cities has declined 
from 59 per cent in 1951 to 56 per cent in 
1981. But this decline in the share of the 
cities is largely because of the stagnation of 
the largest of all, Calcutta; once Calcutta 
city is excluded, the rate of growth of the 
cities compares favourably with that for the 
medium-sized towns. He idso notes a decline 
in the proportion of urban population in 
Calcutta urban agglomeration from 75 per 
cent in 1951 to 63 per cent in 1981. Similarly, 
calculating gini-coefftcient based on cumu¬ 
lative distribution of urban population by 
size-classes defined by deciles one fmds thru 
it drops from 0.79 in 1971 to 0.65 in 1981; 


which again is largely because of the stagna¬ 
tion in Calcutta city. However, despite this 
greater equality in terms of size-class 
distribution of urban population in recent 
years, the areal distribution continues to 
be highly skewed because most of the 
new towns and high-growth towns are 
located in the districts with higher levels of 
urbanisation. 

Ihbles 1 and 7 provide detailed com¬ 
parison of West Bengal with other states of 
India, based on urban data from 1971 and 
1981 census. It shows that in terms of 
urbanisation level its position is sixth among 
twenty states, after Maharashtra, Ihmil 
Nadu, Gujarat, Karnataka and Punjab. In 
terms of decadal growth of urban popula¬ 
tion during 1971-81, its position was 19th, 
out of 20 states. These confirm West 
Bengal’s low level of urbanisation and still 
lower rate of urban growth among the 
Indian states. On the other hand, in terms 
of concentration of urban population in 
Class I towns with more than 1,00,000 
people it ranks at the top among the Indian 
states. 

In terms of gender-ratio in urban areas it 
is seen that Calcutta ranks 17th among 20 
states—only three tiny states in mountain 
areas, Himachal Pradesh, Sikkim and 
Nagaland holding lower positions. In case 
of the gender-ratio in the cities, ^^fest Bengal 
holds the bottom position, since the three 
states in mountain areas do not contain any 
Class I town. This reflects the heavy con¬ 
centration of migrants in the urban popula¬ 
tion and the industrial basis of urbanisation 
in West Bengal, particularly in case of the 
cities. 

As tor the population served by an average 
urban unit. West Bengal’s rank is 14th 
among 20 states; and when only the urban 
population is considered the rank becomes 
19th. On an average an urban unit serves 
1,87,236 people and 49,600 urban people— 
which are very high figures indeed, and 
reflect on both the limited spread of 
urbanisation and the high concentration of 
urban population. 

Thbles 2-6 represent various aspects of 
urbanisation for different districts of West 
Bengal. Ihble 2 shows that five western 
districts (Murshidabad, Purulia, Midnapore; 
Birbhum and Bankura) and two northern 
districts (Cooch Behar and Maldah) hold the 
bottom seven positions, with less than ten 
per cent of urbanised population. At the 
other end, Howrah, 24 Parganas and 
Hooghly around Calcutta and Butdwan and 
Darjeeling hold the top Five positions, with 
levels of urbanisation exceeding the state 
average. Nadia near Calcutta shows a 
remarkably low level of urbanisation, while 
in cases of Jalpaiguri and West Dinajpore 
high urban growth during 1971-81 has helped 
to raise the level of urbanisation above ten 
per cent. 

Ihble 3 shows that highly urbanised 
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districts are usually also itic ones sviili higher 
levels of agricultural progress—as revealed 
by the yield per unit of land in tase of nee 
The four districts aiouiuJ CaUniia and 
Burdwan occupy five ot the lop su positions 
in terms of yield. These aNo occupy five ot 
the top seven positions in terms of grossth 
rate in agricultuial pioductntn. At the other 
end, four out of hotton seven districts in 
terms ot uibanisation level also occupy 
position among the bottom five in terms of 
growth in agricultuial production. However, 
Maldah, Muishulabad and Midiiapoie hold 
good positions in terms of agricultural 
growth In lei ins of yield, C'ooch Behai, 
Puiulia and .Maldah hold thiec of the 
bottom SIS positions, while Birbhuiii, 
Bankiira, Vluishidabad and Midnapoic 
among backward disti lets reveal good yield 
figutes. The Noitli Bengal distiicts—Coocli 
Behai. Jalpaiguri, Daijceling, West Dinajpur 
and Maldah —perfssrm badly in tei ms of 
yield, and e.\cepting Daijeeling and Maldah, 
also in terms of rate of growth of agii- 


cultural production. Cicneralty speaking, 
while most urbaiiLsed districts are also most 
agriculturally developed, the results lack 
consistency at the lower end. 

Coming to the growth of urban popula¬ 
tion, there seems to be a close correlation 
between this and tht growth in rural 
population—-the major exceptions being 
Buidwan with a lower than average overall 
growth having the second highest rate of 
urban growth, Birbhum with a very low 
overall growth having a high urban growth, 
Jalpaiguri showing the highest urban growth 
figure, and Cooch Bchat, with a gosnl overall 
growth rale showing a low urban growth. For 
others, the rankings in terms of total and 
urban growth were very close. 

For the five western districts the percen¬ 
tage barely increased from 9.84 per cent to 
10.00 per cent duiing this period. On the 
whole, the relative weighiage of vurUni.s 
regions in the urban population icinamcd 
the .same, leaving aside Calcutta, the other 
three districts suficring relatively over the 


period are among the most backward ones— 
Cooch Behar, Purulia and Bankura. In con¬ 
trast, the North Bengal districts (excepting 
Cooch Behar) show very high rate of 
urbanisation. 

Coming to table 6, it is seen that ('lasses 
I and 11 together account for about 6 per 
cent of the urban population in the follow¬ 
ing districts: Hooghly (82.51 per cent), 
Malda (81.29 per cent), 24 Parganas (77.54 
per cent), Darjeeling (75.14 per cent), 
Howrah (69.92 per cent), Nadia (66.82 per 
cent). West Dinajpore (64.53 per cent), 
Burdwan (59.79 per cent). In cases of 
Murshidabad (70.23 per cent), Birbhum 
(99.91 per cent), Jalpaiguri (48.75 per cent), 
Bankura (43.18 per cent) and Purulia (48.65 
per cent), tow,is with population between 
10,000 and 50,000 play a major role. 
In Malda (18.71 per cent), Cooch Behar 
(13.57 per cent) towns with less than 10,000 
people have a ••elatively higher weightage. 
Midnapore, Murshidabad, Burdwan and 
Purulia generally show a fairer distribution 
of urban population between various 
categories. Oeneially speaking, more 
urbanised districts .show a greater concentra¬ 
tion of urban population in larger towns. 

Coming to Table 5, we find that the urban 
population per urban unit is the highest in 
the most urbanised districts (excepting 
Burdwan) -that is four districts around 
Calcutta and Darjeeling. At the other end— 
Cooch Behar, Purulia, Malda, and Biibhum 
occupy the bottom four positioas. In cases 
of the other three backward districts, 
Bankura, Murshidabad and Midnapore the 
ranking is somewhat different. However, in 
terms of coverage of total population—the 
urbanised districts (Howrah, Hooghly, 
24 Parganas and Burdwan) perform better, 
while the backward districts show a very low 
coverage of total population by urban units 
(Malda, Bankura, Midnapore, West Dinaj¬ 
pore, Birbhum. Murshidabad, Cooch Behar 
and Purulia). 

C'oming to municipalisation (table 6), 
there does not appear to be a clear pattern 
in terms of level of urbani.sation. This is 
largely because, in the pre-independence 
period almost all the urban units were 
municipalised irrespective of their size, while 
the criteria for municipalisation have been 
more restrictive in the post-independence 
period. This explains the paradox of 60 per 
cent municipalisation in Bankura, where 
three of the five towns are old municipalitie.<i. 
and only 5.7 per cent in Howrah, where most 
urban centres are of recent origin. 

Ikble 8 gives size-class distribution of 
urban units. It shows that when the new 
towns are excluded, and the promotions, 
demotions, declassifications and mergers 
between 1971 and 1981 are ignored, the 
proportion of urban population in Class I 
cities of 1971 (with outgrowths) actually 
declines from 55.70 per cent to 53.11 per 
cent. This confirms that the increase in the 


Tmii I 

PwiroBIKl.S (11 1,'kBA.MsFl) POPl I 

ATION IN VaRIOI S DISIRR IS Oh V\ t Sl 


BrN(. 

(1: 1971 

\Nri NHl 


District 

lot] 


1981 Rank in 1981 

Cooch Behai 

6.83 


6 91 


Jalpaiguri 

9.60 


14.08 


Oat jeding 

21.05 


27.86 


West Dinajpur 

9 14 


11.14 

S 

Maldah 

4.22 


4.18 

15 

Murshidabad 

8.45 


9.30 

9 

Nadia 

18 74 


21.44 

6 

24 I'arganas 

35.15 


38.90 

s 

Howrah 

41.93 


45,22 

1 

Hooghly 

26 47 


29.54 

4 

Midnapore 

7.63 


8.54 

11 

Bankura 

7.47 


7.63 

13 

Purulia 

8.26 


9.(X) 

10 

Burdwan 

22.78 


29.65 

3 

Birbhum 

7.03 


8.33 

12 

\V);st Bengal 

24.75 


26.49 


Source: Government ot West Bengal. "Fcononiic Review, I'JSS-Sb", ( alcutta. 

1986 

Tabi !• 3: 

Yll ) 1) AND RaTL or PROODCTION IN< Rf.ASr IN DlSlRIClS Oh WlS 

It Bt N(.AI 

District 

Rice Per Hectare 

Rank 

Index of Agricul¬ 

Rank 


(in Kg) 1984 85 


tural Production 





in 1983-84 
(1971-72 - 100) 


C'ooch Bch.ir 

1057 

14 

112.99 

13 

Jalpaiguri 

1009 

15 

124.79 

10 

Daijeeling 

12.16 

12 

149.62 

4 

West Dinajpur 

lilt) 

13 

118.88 

12 

Maldah 

1544 

10 

144.80 

5 

Murshidabad 

1576 

7 

137.40 

8 

Nadia 

1873 

4 

163.42 

3 

24 Parganas 

1619 

6 

144.20 

6 

Howrah 

1901 

1 

142.76 

7 

Hooghly 

2119 

1 

175.11 

1 

Midnapore 

1548 

9- 

131.79 

9 

Bankura 

1567 

8 

121.17 

11 

Purulia 

1410 

11 

110.83 

15 

Burdwan 

1941 

2 

165.47 

2 

Birbhum 

1820 

5 

112.61 

14 

Source: Government of We.st Bengal, “Ecoiioniic Review, 1985-86”, Calcutta, 

1986. 
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proportion of population of Class 1 cities 
one observes otherwise, is largely done to the 
promotion of towns to Class 1. 

Figures on promoted, demoted, declassi¬ 
fied and merged towns in 1981 shows that, 
unlike the situation in several other states, 
urban growth in West Bengal is exceptionally 
stable. Less than one per cent of towns (only 
2 ) have been demot^, and, similarly, less 
than one per cent of towns (only 2), have 
been declassified. Only 8 out of 291 urban 
units show negative growth and, as we have 
already noted, only 22 towns show a growth 
rate below 25 per cent. In other words, a 
town normally holds its position or improves 
it between two censuses. Ikble 5 shows that 
the vast majority promoted towns—-like new 
towns and high growth towns—belong to the 
already urbanised districts. 

Thus a close look at the census data over 
the past four decades points to the following 
trends in terms of urbanisation; 

(i) The city of Calcutta has virtually stop¬ 
ped growing, its decadal growth rates being 
8.5 per cent during 1951-61. 7,96 per cent 
during 1961-71, and 4.96 per cent during 
1971-81. C'onsidering that the average rate of 
population growth in the state, taking both 
urban and rural areas into account, is 
around 23 per cent which can be taken as 
approximating natural rate of growth, it can 
be concluded that Calcutta city is a ‘net out- 
migrating urban area', more people leave the 
city than the number of those coming in. 
There may be several explanations for these, 
c g, congestion, high land price and rent, 
declining civic facilities, declining job 
opportunities, etc. 

(ii) While the city itself is not growing, its 
periphery, the Calcutta urban agglometa- 
tion, which covers a large area consisting of 
107 towns and cities, and is spread over five 
districts—Calcutta, Howrah, Hooghiy, 
24 Parganas and Nadia—is continuing to 
grow; its decadal growth rate being 30.35 per 
cent. This is not a feature which is unique 
to Calcutta; for example, in case of Madras 
city too, the periphery is expanding while the 
growth in the core city has been stunted. In 
other words, the capacity for growth of 
Calcutta urban agglomeration is far from 
exhausted. The rural areas around the 
agglomeration show an even higher rate of 
growth, and are fast developing into urban 
areas. 

Many of these small towns and surround¬ 
ing villages perform the function of 'com¬ 
muter settlements’ a large proportion of 
whose population work in the city of 
Calcutta. While no reliable estimate of the 
commuters is available, most observers 
would put the figure between 10 and 15 lakh 
a day. This has to be taken into account 
when devising a strategy for urbanisation, 
since the commuters also make demand on 
the civic facilities of the city, though not 
living there ,at night. 

(iii) The dominance of Calcutta urban 
ag^omeratioh on the economic, demo¬ 


graphic and social life of the state continues; 
given its two-thirds share of urban popula¬ 
tion and four-fifths share ot industrial 
output and employment. However, the 
Asansol-Durgapotc subdivision of Burdwan 
district is rapidly emerging as a major alter¬ 
native urban centre, with a relatively taster 
rate of growth and with a higher proportion 
of new and high growth towns. The basis of 
such growth is mining activity and industrial 
expansion. Durgaporc, a steel town, has 
passed the three lakh mark within thirty 
years of its foundation, while the older 
Asansol city, now ranks second after 
Calcutta UA among the cities of the state. 
This area might witness an even higher rate 
of growth should the ‘freight equalisation 
policy’ of the central government be revised, 
which would enable this area to take full 
advantage of its proximity to rich coal and 
other mineral deposits. 

(iv) The level of urbanisation in the 
northern district is still very low (II per cent) 
apart from the Darjeeling district, but the 
growth of Siiiguri town in recent years 
indicates possibilities of independent urban 
development in that region, bused on its 
locational advantage. 

(v) The lowest position on urbanisation 
scale is occupied by the western districts, 
particularly Bankuia and Purulia, and to 
.some extent also Midnrpore and Bitbhum. 
In case of the first two, which are also tradi¬ 
tional ‘out-migrating ireas', the re.isoti'' w 
in not having a prosperous agriculiui.d 
hinterland, while whatever industries exist 
are the traditional small-.scale, household- 
based ones, which are declining and facing 
a bleak future. 

On the whole, but for a few changes here 
and there, the pattern of urbanisation in 
West Bengal remains largely similar to that 
inherited at the time of independence. If 
Calcutta city is not growing, Calcutta UA 
is; if the city of Burdwap has not shown 
much capacity to grow this has been more 
than compensated by the growth in the 
Asansol-Durgapore subdivision of that 
district; and but for a Siiiguri here and a 
Haldia there, the situation in western and 
northern areas of the state has not changed 
much. It might be asked, why? 

Perhaps the simplest answer is that; 
because nobody bothered. Neither at the 
central nor at the state level was there any 
conscious thinking regarding the need to 
change this pattern of urbanisation through 
planning decisions and concrete program¬ 
mes. The preoccupation, as during the 
colonial days, was with Calcutta, though 
that failed to bring about any significant 
change in the conditions of life in that 
metropolis too. The first major effort in 
urban planning was made in I960, when 
Calcutta Metropolitan Planning Organi.sa- 
tion was set up; and though its Basic 
Development Plan took into account the 
‘regional context' covering four states 
forming the hinterland of Calcutta, in the 


actual programmes recommended and later 
implemented, the smallei urban centres were 
largely bypassed 

In absence of any organised governmental 
effort, a change in the urbanisation pattern 
could have been brought about through a 
radical impiovcmcnt in ihe agriculture of the 
stale. But not only that such agricultural 
transformation failed to occur, whatever 
limited agricult uial success was achieved was 
concentrated in the industrial districts 
around Calcutta, while districts more depen¬ 
dent on agriculture for livelihood generally 
displayed the lowest levels of agricultural 
development (table 3). This high correlation 
of industrial and agricultural development 
III the districts around Calcutta city and in 
Burdwan naturally helped to strengthen the 
tendency towards urban concentration. The 
development of agriculture in Hooghiy and 
Burdwan, particularly in potato producing 
areas centring round cold .storages, led to the 
emergence of agricultural towns and has¬ 
tened their growth, but such development 
did noi iKciir m other areas. Thus whereas 
in cases of Punjab and Haryana agricultural 
development was widely diffused over the 
state, and spurred urban development based 
on the spill over of rural prosperity, that was 
not to be tlte case m West Bengal. 

CASL .Stl'DIFS 

Several recent case studies, conducted on 
different regions and towns of the state con- 
■:rm the auove observations. 

Ohatat: A subdivisional town of Midna- 
pore in the western part of the slate, with 
a population of 35,433 in 1981, it was once 
an important urban centre and is one of the 
oldest municipalities of the state dating from 
1869. A tiny feudal settlement, its early pro¬ 
sperity was based on a sericulture proces.sing 
factory (resham-khuthi) set up by the East 
India Company on the bank of river 
Silabati. Silk and brass metal products from 
this town were supplied to the markets of 
Calcutta. Basing on these products, this 
town, along with four other urban centres 
in the subdivision—Kharer, Khirpai, 
Chandrakona and Ramjibanpore developed 
as a major marketing area on this pan of 
the state. River was the main mode of 
transport; but this eventually became a 
serious handicap when road and rail con¬ 
nections developed elsewhere and the area 
came to be considered as remote and in¬ 
accessible. ^s d consequence, the town 
stagn.iicd, and its nadUioiuil household 
industries registered a steep decline between 
1901 .and 1951. 

From 1951 again this town is showing 
signs of growth—the population jumped 
from 16,125 in 1951 to 21,062 in 1961,27,570 
in 1971 and 35.433 in 1981—mainly for two 
reasons. First, the migration of refugees after 
1951, and then the development of road 
transport and a bridge across river Rup- 
narayana which has facilitated access to 
Calcutta, which is 65 miles away. The main 
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economic activity of the town is trading, but 
the fragile nature of its economic base is 
revealed by the dependence of a very large 
proportion of workers on agriculture. 
Between 1961 and 1971, the proportion of 
cultivators and agricultural labourers among 
the workers increased from .18.3 per cent to 
48.1 per cent, though it declined somewhat 
to 41.8 per cent in 1981. Such a high propor¬ 
tion of agriculturists in the working popula¬ 
tion would have normally disqualified a 
settlement I tom being classified as a ttiwn; 
the fact that it is still called a ‘town’ is largely 
because of its population size and a long 
municipal tradition. Here demographic 
growth gives an illusory picture of urban 
growth, but in terms of civic amenities too 
this is no more than an overgrown village, 
which is amply demonstrated by the paper 
of Sachinandan Sau.'^ 

Sonamukhi: A town in backward, semi- 
arid Bankura district, also dates back from 
the early days of British Raj when a khuthi 
was set up by the hast India Company for 
sericulture-processing, and, like Ghatal, 
came to develop some traditional household 
industries such as those involving brass 
metal, atid became a major marketing town 
in the region. For the past few decades it has 
ceased to grow—the population showing an 
imperceptible increase from 15,027 in 1961 
to 19,899 in 1981, indicating large ‘net- 
outmigration’ from the town. A major ex¬ 
planation for its stagnation is the decay of 
the traditional industries, while nothing has 
taken its place in the urban economy. 
Though, unlike Ghatal, the proportion of 
agriculturalists among the workers is small, 
the lack of agricultural development in its 
hinterland is a major cause of its decline. 
Outmigrants from its rural hinterland, 
howevei, bypass Sonamukhi and move to 
more prosperous search of job. ‘Service’ is 
the most important provider of jobs by 
default, accounting for about seven-tenth of 
workers."* 

Bishnupur. A similar picture is presented 
by another leading town of Bankura, 
Bishnupur, with a longer ancestry, but beset 
with similar problems of stagnation follow¬ 
ing from the decay of the traditional indus¬ 
tries, and the continued backwardness of 
agriculture in the hinterland. Here too, more 
than seven-tenth of occupations is provided 
by the all embracing ‘services; while the 
traditional industries account for the bulk 
of the rc,st, covering a wide range from weav¬ 
ing to bell metal and conch shell production. 
The paper by Datta and Bhattacharya 
illustrates the prospects and limits to urban 
development in this region.'* 

Malda: Located on the northern side of 
the river Ganga, this town pnesents a picture 
of growth in an essentially backward area, 
as portrayed by Nandita Bhattacharya.^’ 
The district of Malda, with a 4.78 per cent 
urban population is one of the lea.st urba¬ 
nised in the country; Malda (English Bazar) 
town being virtually the only urban centre 


of any coasequence. Like the other old towns 
with a sericulture base, here too the tradi¬ 
tional industries are in a state of decay, 
while the other economic base--mango 
plantations— has not been doing as well as 
it should. Despite this, the population of the 
city has grown significantly from a small 
figure in 1941 and 61,713 in 197t to 79,014 
in 1981, giving a decadal growth rate of 28.03 
per cent during 1971-81. Having no industrial 
jacking, its growth has been mainly due to 
three factors—natural growth of its popula¬ 
tion and some spill over from the adjoining 
rural areas, this being the major urban centre 
in the district, the refugee inflow after the 
partition of the country in 1947, and its loca¬ 
tional advantage, lying halfway between 
C'alcutta and Siliguri, and often described 
as ‘gateway to North Bengal! The construc¬ 
tion of a national highway .ind of the 
Farakka bridge across the river Ganga has 
considerably enhanctx) its importance in the 
trade-transport network, while the construc¬ 
tion of a thermal power statio i at Farakka 
on the other side of the river has created a 
new urban axis linking the two. Given its role 
as a trading-transporting town, hotels, 
garuge.s, etc. mark its landscape. The rural 
liinterland is fertile, unlike the ca.se with the 
Bankura towns, might respond favourably 
to the opportunities created by the transport 
facilities, to influence in their turn the course 
of urban development in the district. 

Siliguri: This is the largest and the most 
important town in North Bengal and is also 
the one recording the highest rate of growth 
in recent years. A small village in the 1920s. 
and having no more than 10,487 people even 
in 1941, by 1981 the population reached a 
figure of 1,54,378. In fact, adding to it 
Bagdogra, Dabgram and other urban areas 
in its vicinity, the total population would 
exceed 43.5 lakh. Its growth was due to a 
combination of factors, as described by 
Manas Dasgupta in his paper, such as large 
scale refugee inflow, the enhanced strategic 
importance of the area following the border 
war with China in 1962, the proximity to the 
borders of Nepal, Bangladesh, Bhutan and 
Sikkim and the access it provides to the 
north-eastern states of the country, in addi¬ 
tion to its traditional .symbiotic relationship 
with the hill economy and its three major 
economic activities—tea, timber and 
tourism. Bagdogra air terminal and the New 
Jalpaiguri railway terminal play important 
roles in the regional context, thereby adding 
to the importance of Siliguri as a town. Here 
too trading and transport are the two major 
activities, with the tea auction centre carry¬ 
ing a special importance, but the level of 
industrial and manufacturing activities is 
very low. Only recently some beginning has 
been made with the setting up of a chilling 
plant and a fruit processing unit in Matigara 
near Siliguri. Like industry agriculture too 
is backward and is relatively less attractive 
compared to earning opportunities in tea 
gardens, trading and transport activities.^' 


Jalpaiguri: The leading town in North 
Bengal until the ascent of Siliguri, it presents 
the picture of a ‘plantation enclave*, as given 
by Ashim Choudhuri’s paper. Built by the 
British as an army camp and an admini¬ 
strative centre in 1869, after the vast empty 
land of Duars was taken over from Bhutan, 
its main economic base was tea piantation 
in the hinterland. The workers for the 
plantations were brought from the tribal 
areas of Bihar, while the middle class 
employees were recruited from the other 
parts of Bengal. The Rajbansi local popula¬ 
tion remained largely unaffected by the 
development of the town and the plantations 
and continued their agricultural pursuit 
unconcerned. The town itself had a distinct 
middle class flavour with lawyers, doctors, 
clerks, teachers and officials brought from 
outside, which spurred educational and 
cultural activities. However, the growth of 
the tea plantations and the very substantial 
investment made on those had no impact on 
agricultural development, nor did these 
create conditions favourable for industrial 
and manufacturing activities. The profits 
made here were syphoned off to Calcutta 
and Britain, and not reinvested locally, which 
drastically limited the scope for its growth. 
The only industrial products of some value, 
produced in the town were aluminium pro¬ 
ducts, wooden furnitures and biri. Further, 
unlike Siliguri, access to it was far from easy. 
While the decadal population growth rate 
registered a high figure of 48.60 per cent 
during 1941-51, this was largely due to the 
movement of refugees, but in the following 
two decades the rates fell to 18.13 and 13.17 
per cent, respectively, thereby indicating ‘net- 
outmigration’ from the town. The develop¬ 
ment in the other town of the district— 
Alipurduar—more or less follows the same 
pattern.*^ . 

Durgapun So far we have been dealing 
with ca.se studies from the two backward 
regions of the state—north and west. Turn¬ 
ing to Durgapur in Burdwan, an altogether 
different picture is revealed. A vacant land 
until the fifties, this area was first exposed 
to large scale development activities at the 
time of the construction of the Durgapur 
barrage of the Damodar Valley Corporation. 
Beginning with Durgapur Projects Limited, 
the city now boasts of a steel plant and an 
impressive array of other industries relating 
to glass, chemicals, machineries and carbon 
black. Thanks to this cluster of industries, 
the area has grown into a large city of three 
lakhs of people in a matter of three decades. 
Further, alone with the older coal-mining 
town of Asansol in the neighbourhood, it 
has prompted the growth of a large number 
of new industrial and mining towns in the 
region over the past two decades. Proximity 
to coal and other minerals on the one hand, 
and the rich agricultural economy on the 
other side of the same cUstrict have con¬ 
tributed significantly to its growth, and have 
made it, along with Asansol, the major 



counter-magnet to the Calcutta metropolis 
in the ttate; as ttie account of Nandita Basak 
shows.® 

Chandannagore: Coming closer to 
Calcutta, Chandannagore, once a French 
enclave only 34 kilometers from the former, 
inherited a well developed urban infrastruc¬ 
ture from the French in 1951. By no means 
a town whose life is dominated by 
industries—-with one jute mill, and some 
furniture and handioom production to its 
credit—it. is classified as an ‘industrial town’ 
by the'census authorities because of the 
occupational composition of its workers, 
majority of whom work elsewhere. The 
secondary activities accounted for 46.78 per 
cent of the working population in 1971, 
which reflected the influence of the indus¬ 
trial towns, mostly jute mills, along river 
Ganga in the vicinity of Chandannagore. It 
is basically a commuter town and one with 
a well-developed tertiary sector, which has 
greatly benefitted from the agricultural and 
industrial prosperity of the di.strict. The 
decadal rate of giowth of population during 
1971-81 at 34.99 per ccni was somewhat 
above average but nothing spectacular, its 
mam attraction being the civic a.Tienities the 
city provides while being so close to Calcutta 
and other industrial centres, as the account 
by Bliaskar Bhaiiacharya shows '* 

Nadia district: Lastly, coming to Nadia 
district a part of which is covered by the 
Calcutta urban agglomeration, Khasnobis 
and Nath portray the picture of slow urban 
growth during 1961-71, when the preentage 
of urban population moved from 18.41 to 
18.40, which indicated almost equal rates of 
growth of urban and rural areas in this 
border district. Unlike Hooghly district to 
which Chandannagore belongs, Nadia is 
industriafiy backward. During the British 
period, it was considered to be a disease- 
prone unhealthy district, with little potential 
for urban growth. However, the decade of 
1941-51 registered an exceptionally high 78.% 
per cent growth, undoubtedly due to refugee 
influx. The rate of growth declined to 51.53 
per cent and 32.57 per cent in the following 
two decades, thereby approximating the 
average urban growth rate in the state, but 
what is striking is that the corresponding 
decadal rates of rural growth were almost 
as high, at 49.21 per cent and 29.54 per cent, 
respeaively. Thus, the growth of urban areas 
relative to the growth in the rural areas was 
low, which led the two authors to conclude 
that Nadia was a case of urban growth 
without urbanisation, since the proportion 
of urban population in the district remained 
virtually stationary during 1951-71. However, 
a plausible explanation for this phenomenon 
would have to be found at the rural ^d; why 
the decadal rural growth rate is so «tra- 
mdinarily high. Answer to this might lie in 
regular in-migration across the international 
border into the rural areas, since the rural 
growth rate here during 1961-71 was much 
higher than the natural growth rate; the riuai 
areas in Nadia being not as advanced as 
those in Hooghly or Burdwan, it cannot be 
said that it attracted migrants from other 


rural areas of the state. In other words, it 
is less a case of urban stagnation than a case 
of undue rural growth. It is significant that 
over this period (1951-71) the proportion of 
secondary workers in the tot^ urban work 
force has increased sigiuficantly from 17.98 
per cent to 29.17 per cent, which is not a sign 
of decay. Furthermore, while the authors 
have confined tbeir study to Ihc I%1-71 
period, more recent data for 1971-81 show 
a significant increa-se in the level of urbanisa¬ 
tion to 21.44 jver cent and a correspondingly 
much higher rate of urban (52.7 per cent) 
as compared to rural (29.1 per cent) growth 
during this period.^' 

These case studies together provide us 
with a range of variables which in various 
ways account for the demographic growth 
or stagnation ol various urban centres or 
regions. Refugee inflow is seen as a major 
non-economic variable influencing popula¬ 
tion size in a large number of urban centres 
though this factor is likely to be of minor 
significance in the coming years. For a great 
majority of tossii> locational factors, in¬ 
cluding the road-rail linkages, appear to be 
highly importani, as these also influence the 
volume of trading activities and the market¬ 
ability of its manufactures. In cases of the 
districts around Calcutta and Burdwan, both 
industrial and agricultural activities seem to 
have been the determining factors in the 
growth of towns.A.s the case of 
Jalpaiguri demonstrates, administrative acti¬ 
vities permit demographic growth only up 
to a point, beyond which the prosperity of 
the hinterland and other factors would 
count. The stagnation of the towns on the 
western pan follows largely from the deciir: 
of its traditional industries and the continue.! 
backwardness of its agricultural neighbour¬ 
hood. Planning for urban development 
would make no. sense unless these factors arc 
taken into account. Transport links should 
be developed with both the distant larger 
markets and the immediate hinterland, in 
order to permit the town to play its trading 
role. The urban economy should have a 
symbiotic relationship with the surrounding 
rural economy, so that the developments in 
both sectors reinforce each other, through 
multiple linkages. The town should have an 
economic base—either an independent 
industrial activity (e g, the steel plant of 
Durgapur) or activities which promote 
agricultur^ and other types of development 
in the hinterland which in their turn favour 
urban growth, or a close subservient 
relationship with a larger urban economy 
(e g, as supplier of semi-manufactured pro 
ducts)—without which there are obvious 
limits to urban growth. 
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IT’S THE N 
the Cemei 

that need 




PROPPED UP 


After decades of stasnation, 
the Cement Industry was siven a 
new lease of life, with the 
Government's assurance of a 12% 
post tax return on net worth to 
the Industry in 1977. 

In the 1982 Budset, an even 
greater stimulus was provided 
when the Government of India 
went a step further and 
announced the partial decontrol 
of cement. 

The Cement Industry’s 
response was more than equal. 

On the assumption that the 
Government’s fresh-thinking Policy 
announcements would be 
continuously implemented, over 
Rs. 1000 crores was invested in 
setting up new cement plants 
between 1982-85. And, the 
average annual Investment target 
of Rs. 450 crores p.a. by the 
Planning Commission, seemed 
readily achievable. 


Further, an investment of 
Rs. 1,400 crores was made to 
create Increased capacities, upto 
March 1987. 

As a result, the tonnage is 
expected to increase by more 
than 23.6 million tonnes. Or, 50% 
of the total capacity. 

Unfortunately, due to 
astronomical increases in capital 
and capital -related costs; plus 
runaway increases In the expenses 
on coal, electricity and freight, 
these New Units are unable to 
meet their interest, depreciation 
and loan repayment obligations. 

Yes, it’s unbelievable but true! 
It’s the New Units of the Cement 
Industry that need to be propped 
up! 


The Solutions: 

1) For Units set up between 1982-85, minimum 50% reiief in excise duties. 
2) FOr 7th and 8th Plan Units, total exemption from excise duties. 



Cement Manufacturers' 




Software Policy: Where Are We Headed? 

Arun Kunuur 

Software is an advanced techonot'ogy product and of strategic importance to the country. To develop it widely 
would require massive investments in spite of it being a labour-intensive industry. Due to the nature of the product, 
investment in this field is very risky. Further, the low labour costs in India are unlikely to provide any cost advantages 
to Indian software on account of the small size of the home market and the large marketing costs in the international 
market. /!i‘ such, government protection is crucial for the survival of this industry in India. 

The new software policy, by opening the Indian market to international competition at a time when the industry 
is still in its infancy, would effectively mean the end of this industry in India, the author argues. When the basic 
skills themselves would not exist, talk of higher-end software and value-added products would be quite meaningless. 
The industry would also lose the few remaining skilled people in the field. 


THE recently announced software policy of 
government of India has the stated objec¬ 
tive of developing this critical area of a 
futuristic technology. More specifically, it 
says that the liberalisation of the policy for 
hardware, introduced in the computer policy 
in November 1984, has "posed numerous 
problems for softwaic activities”. Further, 
the policy suggests that by the year 1990, the 
world trade in software is likely to touch 
around $ 50 billion while India’s exports in 
this area are only S 30 million at present and 
to raise the level of India’s exports at least 
to $ 300 million, some action is necessary. 
1'he policy is apparently designed to achieve 
this seemingly modest target. Thus, the 
primary aim of the new policy is (a) “to pro¬ 
mote software exports to take a quantum 
jump and capture sizeable share in the inter¬ 
national market”; and (b) “to promote the 
integrated development of software in the 
country..These goals are welcome con¬ 
sidering that India is in a difficult balance 
of payments situation and that the computer 
industry is a modern technology with 
enormous economic potential. 

The policy document has 15 sections 
covering almost all crucial aspects like; train¬ 
ing of manpower, import policy, foreign col¬ 
laboration, research and development and 
financing. The policy announces various 
concessions for this industry, namely, con¬ 
cessional excise duty, exchange entitlements, 
single window clearance and provisions for 
marketing abroad. An Inter-Ministerial 
Standing Committee (IMSC) of the depart¬ 
ment of electronics has been set up to take 
expeditious policy decisions and curtail the 
oft heard complaint of bureaucratic delays. 
The computer industry and more specifically 
the software component of it ought to 
welcome such a policy. 

On the contrary, a major component of 
the software industry has reacted sharply 
and said that the policy would almost spell 
the ‘death knell* for them. Their case rests 
on the argument that liberalised impdns of 
software on OGL with a duty of 60 per cent 
would lead to a flood of imports of software 
and the infant industry would not be able 
to stand the competition. The industry thus 
argues that neither would India be able to 
export nor would the indigenoiis industry 
grow. The question is whether this is the cry 
of a till recently protected industry afraid 


to face competition lest it lose its high 
profit margins or is there any truth in the 
argument? 

To be able to comprehend the issues in¬ 
volved, one needs to understand the nature 
of this very advanced technology and the 
structure of this industry bot.h in India and 
in the world. The govooment needed to 
outline its understanding on these questions 
as a background to the policy. Further, how 
this policy stands in relation to the overall 
science and technology and economic 
policies of the country needed to be.spelt 
out. It is known that the government is pro 
modern technology and desires to usher 
India into the twenty-first century. One can 
read the present policy in this context. 
However, the vagueness of this sweeping 
statement of good intentions may not be 
convincing to the industry with regard to its 
future. Contrarily it may be argued that the 
government need not state its overall policies 
everytime it announces a specific policy for 
an industry. 

Here, an attempt is made to fill the above 
mentioned gaps and evaluate the policy to 
see what it may achieve and whether that 
would be good for the industry. At the 
outset, one needs to keep in mind the fact 
that till now the entire computer industry 
was protected but it achieved precious little: 
It may be stated that this situation prevailed 
in both the hardware (to be identified as 
machines) and the software (to be taken to 
mean the technology which allows the 
machines to perform the specified tasks) 
sections of the industry. While both require 
physical capital in the form of machines the 
latter is far more labour intensive hence in 
the context of India with its supposedly large 
scientific and technical manpower (the third 
largest in the wOrld) there are thought to be 
particular advantages. Whether or not such 
a natural advantage arises needs to be under¬ 
stood. The question also is whether opening 
the industry to foreign competition would 
lead to the goal of imparting dynamism? 

I 

^ The science policy resolution of 1958 
aimed at bringing the fruits of scientific and* 
technological advancement to the people of 
India. This requires raising the level of skills 
of the people, i different sectors of the 
economy having (tifferent levels of technical 


development would require different levels 
of technology. Thus a ptflicy for science and 
technology (S and T) involves planning at 
various levels. High technology may be 
needed only in some of the sectors of the 
economy. 

The issue that arises is, should technology 
be developed entirely on one's own (reinvent 
the wheel, so to say) or can one buy the 
required technology from the advanced 
countries? Clearly, as a relatively backward 
country more advanced technologies than 
being used in the country are always avail¬ 
able outside. Obtaining technologies from 
abroad involves costs, both political and 
economic This is specially true for advanced 
technologies. However, in the case of many 
technologies not considered to be frontier 
technologies any more, the advanced coun¬ 
tries may be all too willing to provide access. 
The problem in many of these cases may be 
that the complementary technologies and 
adequate trained manpower necessary to 
utilise these may not be available within the 
country. As such, it may be difficult to 
assimilate them in the economy and then to 
develop them to the next higher technology 
so that the country does not once again have 
to import the next level of technology. These 
difflculties notwithstanding, it is feasible to 
think of concentrating the country’s resour¬ 
ces in a few of these second line areas and 
reaching the frontiers of these technologies. 
As Bagchi (1985) argues, these areas ought 
to be the ones in which the rate of technical 
progress has slowed down. 

With regards to the advanced technologies 
the problem is worse. The developed coun¬ 
tries are not willing to share these for both 
economic and strategic reasons. It is here 
that the economic and the political costs are 
high. For reasons of politi^ independence, 
some of the conditions impost by the 
advanced countries may not be acceptable. 
(For a discussion of this subject, see Kumar 
1987.) A recent example of this is the 
purchase of the super computer for meleoro- 
logicai purposes. India has been contimious- 
ly fading tUfflculties in the nuclear Add for 
avery longtime The question maybe posed, 
can we not be satisfi^ with Iomw le^ of 
technologies until we can develop them on 
our own? fai other words, devise a poUey so 
that starting with a position of inferiority, 
one «n catch up over a finite horizon. 
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Such a poUcy may be feasible with the 
important constraint of the country’s 
security. The threat to the country may be 
not only from countries at the same level of 
technology but from the advanced countries 
and their proxies. Under these conditions, 
the country cannot afford to wait till the 
take-off stage. Ibchnology is also critical 
from the point of the external market. 
India's share in international trade has been 
declining over the past many decades. New 
technology allows not only better producti¬ 
vity and cost reduction but also qualitatively 
different products. 

Further, the rate of technological change 
in the frontier areas has accelerated so much 
that India seems to be Ming behind and not 
catching up. With few exceptions, this 
appears to be true for all the third world 
countries in most of the fields of research. 
The required scale of investment in any of 
the advanced areas is so large that but for 
the US and the USSR no other country in 
the world is simultaneously able to do 
research in all the advanced areas [OECD, 
1967; 15}. As such, even most of the 
advanced countries are falling behind these 
two in many of the advanced technologies. 
In Europe, the need for co-operative research 
has been felt and moves made in that 
direction. 

Thus for the third world countries singly 
to undertake research in even one of the 
advanced areas is untenable Only token 
research seems to be possible As such, the 
S and T policy of the country must identify 
critical areas and concentrate efforts in 
them. It is sometimes argued that copying 
technology is cheaper than developing it. 
Thus the country may adopt a policy of put¬ 
ting in the minimum effort in the critical 
areas so as to be prepared to utilise the 
potential when the t^nology becomes 
available. India’s science and technology 
policy document, running coterminus with 
the plan, seems to have adopted such a 
framework. 

The risk of doing research in any new 
technology is great and so the private sector 
is unlikely to go into these areas uiitess they 
are given major concessions and provided 
with risk capital. Failing these, the govern¬ 
ment would have to step in and carry on the 
bulk of the burden of doing research in 
advanced areas. Thus in the Indian environ¬ 
ment it would appear that the S and T polity 
for advanced areas must deal mostly with 
the mechanisms for speeding up research in 
government-aided institutions: universities, 
government laboratories and autonomous 
institutions. There is a precedence for 
research in most advanced areas being done 
with the support of the govn-nment even in 
the advancixl countries. Industry takes the 
risk on government-supported projects. 

II 

Coaaputcks is an area where the rate of 
techntAogical progress is rapid. The country 


has fallal faitha and farther behind as time 
has progressed. Yet it is a critical area both 
from the point of view of defence and the 
international market. Even more critically, 
the country cannot wait and catch up later 
because this technology is advancing fast 
with no slowing down in sight in the 
foreseeable future. Yet the technology has 
features which threaten to create massive 
unemployment if introduced on a laige scale. 
In other words, rather than the people reap¬ 
ing the benefits of modern technology, it 
threatens to marginalise them in a big way. 
These are questions that the government 
ought to have clearly answered. However, it 
may be argued that these are wider questions 
which should be spelt out in an overall policy 
document and not necessarily in the soft¬ 
ware policy. 

The critical issue is to understand the 
nature of the product: software, and the 
industry producing it. These questions need 
to be understood in the context not only of 
the national but also the international 
environment. 

Software is a complex set of instructions 
required by the macl^ to perform its ta.sks. 
It is specific to the machine (its type) and 
to the task to be performed. Software may 
be categorised in any of the following ways; 
systems or applications, general or special 
purpose and packaged or customatised. The 
production of software requires expensive 
equipment (the machines for which the soft¬ 
ware M being created) and highly trained 
manpower. Further, it does not requite work 
to begin from ground zero all the time. Very 
often machines are designed to use the 
already available software. Also, software 
can be used in modular form to produce 
more software by integrating compatible 
modules or by using more basic software to 
create new software. For example, graphics 
capability may be utilised in word proces.sors 
or CAD software. Or a software used to 
write another software in a language higher 
than the machine language (the assembler 
or the C language). 

The implication is that one need not 
invent the wheel as far as the software 
industry is concerned and can take certain 
things dready developed as tools. However, 
this ought not to be taken to mean that one 
can forget about the basic tools altogether. 
The development of the basic tools is a very 
good learning device for the new entrants. 
In fact in writing higher-level software the 
basic tools may emerge as by-products. 
Further, when new machines come in and 
if at a later date India produces them, then 
the skills for producing the bask tools would 
be necessary. The new machines may eitho- 
have a completely diffoent architecture (the 
manner in which the internal structure of the 
machine is organised) or may belong to a 
completely new generation. Finally, waiting 
to use the software tools until they are made 
available idmwd may imply that the country 
may never be able to talee a lead in the 


development of any software (even the 
higher-end one) because of the time lags 
involved. 

In the literature on technical progress there 
are two concepts, namely, learning by doing 
and learning using. The latter starts where 
the former ends. It implies that in using a 
product one learns. This is specially true in 
cases characterised by high system com¬ 
plexity, like, in aerospace, plasma physics or 
software. In any field where the theory is not 
fully developed, learning by using becomes 
important. In regard to basic software also, 
much learning and improvement is still 
going on. Thus to forgo all suclf learning 
experience would not be in the long-term 
interest of the industry. These factors lake 
on additional importance when we consider 
the .structure of the industry. 

ill 

The software industry in India is in its in¬ 
fancy, consisting mostly of small companies 
run by professionals. Very few companies 
like ICIM, TCS. Tata Burroughs, DCM, 
Wipro and, recently, Indian Organic 
Chemicals have access to substantial funds, 
either their own or because of their associa¬ 
tion with the large business houses. All the 
big and higher-end software programmes 
require large investments and substantial 
ri.sks in a fast changing technology. Say, a 
VLSI designing software programme may 
take more than a hundred man year effort 
and an investment of a few crore of lupees. 
Airlines reservation and railway freight 
handling software programmes involve even 
larger investments. Clearly, smaller com¬ 
panies may not be able to take the risk of 
developing these programmes while the 
larger companies may not think it worth¬ 
while unless government gives them subsidy 
or support. 

There also exist government owned com¬ 
panies and departments involved in software 
development like CMC, NIC, and ECIL. 
The government in the early seventies had 
set up the Natfonal Centre for Software 
"technology (NCST) to develop the software 
capability in the country. Unfortunately, it 
does not appear that any worthwhile soft¬ 
ware has emerged from these organisations. 
The country has had to import almost all 
the software required. A.s far as these 
organisations were concerned there were no 
risks involved and the scale of investment 
was not a binding constraint. Thus it appous 
that the government agencies have lag|^ in 
developing this field. They need to be 
activated. 

In the private sector the larger companies 
have shied away from taking the big risks 
and have cither been content to do systems 
integration by purchasing the software or 
engaged in body shopping where in the 
name of exports, they send their skilled 
manpowa abroad to dmiop the systems for 
their dients. The little basic software 
developed in the country has been by small 
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companies run by professionals. These 
groups cannot take large risks unless sup¬ 
port^ by the government and offered pro- 
teaion against foreign competition. On Aeir 
own they seem to have taken risks of upto 
ten man years of effort in developing things 
like financial and business packages, word 
processors, spread sheets and data bases. 

Even though these packages are supposed 
to be as good as the imported ones, and their 
prices half those of the imported ones, brand 
name preferences are strong and will not be 
easily overcome. It also needs to be remem¬ 
bered that the bulk demand is from the PC, 
Personal Computer, market which really 
started expanding since the computer policy 
was announced in late 1984. Thus most of 
the investments in software also date from 
roughly the same time However, with the 
opening up of the market now and the 
jeopard! sat ion of the risks already incurred, 
if the genuine software developers go under 
there would be no way of finding out 
whethei the industry could have delivered 
or not. One can only guess from the explo¬ 
sion of software development that the 
potential existed. 

IV 

In the world today, LIS is the leader in 
development of software and also provides 
the biggest market. To be able to penetrate 
the world market, India would have to 
successfully enter the US market. Therefore, 
there is a need to understand this market. 
Also, an understanding of the US eqierience 
in the software field may hold important 
lessons for India. Finally, it is the US that 
has been the single biggest drawer of trained 
manpower. As such, it would help to design 
appropriate policies for the utilisation of this 
pool of skills and the steps necessary to stem 
the massive brain drain which threatens the 
growth of this industry. 

In the US there are two kinds of firms in 
the market, small ones which are run by 
computer professionals and the bigger ones 
either owned or as.sociated with a computer 
manufacturing firm. The smaller firms have 
introduced new products and are found to 
innovate faster. However, given their small 
risk-bearing capacity, they have .tended to 
concentrate on the low invKtment end of the 
market. Further, in the US market, the cost 
of retailing a product is very high; so very 
often the product of a small company may 
be bought out by a larger company and 
retailed. The really large software program¬ 
mes have been developed only by the bigger 
companies. 

In other words, the pattern of production 
of software in India is similar to that in the 
US except that in India there are no big com¬ 
panies involved in any significant develop¬ 
ment of software. A recent list of business 
software developed in India [see Business 
Computers, November 1986] indicates that 
no major software packages have till now 
been developed in India. Most of the 


packages developed are by the small profes¬ 
sional groups and even what the bigger com¬ 
panies have developed are more in the nature 
of basic tools like word processors, Dbase, 
financial and accounting packages. Few 
Indian products have suaessf^ully sold in the 
US market. 

It may be argued that the Indian com¬ 
panies ought not to try to market their pro¬ 
duct in the highly competitive US market; 
instead they ought to try to penetrate the 
smaller markets of Europe or of the other 
third world countries. The difficulty is that 
the reference point the world over is the US 
market and most countries import products 
known in the US market. Thus unless a 
major effort is made in each of the coun¬ 
tries India is interested in, the policy would 
not succeed. In any case, a major effort 
would be required, probably no less expen¬ 
sive than to break into the US market. 

This raises two important questions, 
namely, the sire of the market and the 
marketing costs. As the earlier discussion 
suggests, there are heavy initial costs (apart 
from the high risk) of developing a software 
and then to market it internationally. Thus 
the price at which the product can be sold 
is a function of the initial costs and the 
number of copies that can be sold. Here also 
what matters most is the number of copies 
that can be sold to institutions (i e, legally 
purchased) since most of the small and 
private users simply pirate or copy the soft¬ 
ware. The initial costs have to be spread out 
over the expected sales. Further, given the 
rapid pace of development, improved or 
similar products become available very 
quickly. As such, to keep costs low, a large 
market must be speedily captured. 

It is in this regard that the opening up of 
the Indian market to software imports would 
lead to a wholesale buying of the inter¬ 
nationally known software by Indian institu¬ 
tional users. These products have existed for 
longer and have been better tested over 
millions of copies as compared to the Indian 
products which have had very little testing 
in the hands of actual users. Thus the till 
recently assured Indian market would also 
be denied to the Indian companies and inter¬ 
national brand name preference would go 
against even the good indigenous products. 
Hence with low sales expected, the price of 
the Indian software would rise. 

The price advantage that the Indian soft¬ 
ware could be expected to have may be a 
result of the low manpower costs in India. 
However, the high cost of computers, U»e size 
of the market and the large marketing costs 
may completely annul any such advantage 
in the international market. Even in the 
home market, the price of Indian software 
is only half that of the imported one in spite 
of the advantages that may be expected to 
accrue in a familiar environment. Now with 
a further expected cut in their market, the 
{mce of the Indian software can be expected 
to rise making thm even more uncompeti¬ 


tive at home and abroad. This brings into 
question any natural advantage that India 
may enjoy in the field of software. 

1b take an example of the kind of costs 
involved in development of a typical soft¬ 
ware in the US, the cost may be split 9:1 
between labour and others. In India, assum¬ 
ing comparable labour costs to be 10 pw cent 
of those in the US but machine and other 
costs to be twice as much, for every rupee 
of cost in the US, the cost in India would 
be Re 0.29. For a ten man-year effort for a 
PC software, the cost in the US would be 
say $ 500,000 on salaries and S 55,000 on 
others. In India, the cost would turn out to 
be S 165,000, i e, a third. However, given that 
PCs in the US arc in millions while in India 
their numbers are only in tens of thousands 
and if sales may also be expected in a similar 
ratio, the initial costs of development per 
unit of sale would be far lower in the US 
than in India. Thus even in the Indian 
market, the US software is likely to sell 
cheaper. 

In the Indian market, the Indian com¬ 
panies suggest that they can market equiva¬ 
lent software for half the price of the US 
product. This could be no if adequate testing 
and support are not required to be supplied. 
In the development of software, typically 50 
per cent of the effort goes into testing the 
product [Business Computers, November 
1986: 31]. It is here that corners may be cut 
but the result is an inferior product and this 
is what the Indian consumers of Indian pro¬ 
ducts complain of. This is also used to 
justify purchase of foreign brand names. For 
comparable products, the Indian software 
selling far fewer copies cannot sell cheaper. 

In the US market, marketing and servicing 
costs typically constitute the major fraction 
of the cost to the consumer. For comparable 
Indian products, the cost of marketing is 
likely to be even higher. As such, any Indian 
software retailed in the US market by an 
Indian company is unlikely to enjoy any cost 
benefit in spite of the low Indian manpower 
costs. The above also explains why till 
recently when the Indian PC market was 
small, Indian software was even more expen¬ 
sive than the comparable US product. This 
was not simply the result of monopoly 
profits of the Indian companies. 

Having a large pool of trained and cheap 
manpower does not automatically give an 
advantage. India has enjoyed this for a con¬ 
siderable length of time in many fields, like 
physics and chemistry, but Indian contribu¬ 
tions in these fields are not at all commen¬ 
surate with the numbers involved in research 
in these areas. Obviously there is the 
question of the quality of the manpower. 

The best migrate to the advanced coun¬ 
tries where they get greater opportunities 
both materially and in terms of the workihg 
conditions. The smaller Indian companies 
which ate run by the computer professionals 
can probably provide the required work 
environment but the same is not likely to 
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turn out to be true for the bigger companies. 
Remuneration in the Indian software com¬ 
panies is high by Indian standards and 
possibly sufficient to make many people stay 
back in India provided they get the required 
research environment. The new policy may 
now change that by threatening the .survival 
of the smaller companies which could have 
provided the required environment. 

The question is how can the Indian policy¬ 
maker provide dynamism to the Indian com¬ 
puter industry? A related question is, follow¬ 
ing the infant industry argument, how much 
protection does the computer industry need 
and for how long? Finally, in the context of 
the above discussion, the consequences 
stemming from the present policy need to 
be understood. 

V 

Industry is arguing that the present policy 
which allows liberal import of software 
would encourage the trader in software as 
oppo,sed to the genuine software companies 
involved in developing software. Already 
large computer retail stores and others ha.c 
been tying up with well known US com¬ 
panies foi retailing their wares in India. They 
will quickly tie up sales to the institutional 
buyers and reduce the market size for the 
Indian products. 

The industry argues that assuming total 
sales of 200,000 personal computers by 1991, 
the basic minimum software is likely to cost 
the country $ 50 million. This would be 
more than ten times the development cost 
for these products in India. For UNIX based 
systems, the outgo in the same period may 
be another $ 60 million. Finally, the ex¬ 
change requirements for application and 
specialised software may amount to another 
$ 100 million. 

As discussed earlier, with imports of this 
order some of the smaller companies (which 
had developed these products) are likely to 
go bankrupt and if at all they survive, they 
would tic up with some foreign firms and 
turn into traders. Further, according to the 
industry, the software is not likely to be 
supplied in source code so that the Indian 
consumers are unlikely to get the support 
which the Indian products may be able to 
provide. Finally, the smaller companies 
which were able to provide the research 
environment to retain highly talented 
software personnel would no more be able 
to do so. 

The policy specifically recognises the 
difficulty of marketing Indian products in 
the international market and makes specific 
provision for it. The government has desig¬ 
nated the Exim bank as the agency to help 
identify markets and give credit for software 
exports. It would also provide single window 
clearance for impoits but place an export 
obligation of 350 per cent on the importer. 
However, the assurance of being able to sell 
in the international market is far less than 
in the Indian market, hence the risk of 


investing in software development is going 
to increase and such investment would not 
be easib’ undertaken. Smaller Indian com¬ 
panies ..e now unlikely to be able to afford 
the investments they could undertake in the 
last few years and may simply switch to 
providing services like data processing. 

The question .irises can either the bigger 
companies in the private or the public sectors 
be motivated to develop indigenous soft¬ 
ware? Given the past experience, this is 
unlikely since in the private sector, they are 
too aware of the risks involved and in the 
public sector in spite of there never being any 
risk and ample resources, there has been 
little success. In fact, the present policy of 
the private .sector companies to export man¬ 
power rather than to develop software or to 
do system integration with the available soft¬ 
ware (nationally or internationally) stands 
fully vindicated They have not lost due to 
the polics' change since they have not been 
involved in any significant development of 
software. They know they cannot compete 
with the bigger companies of the US in the 
development of specialised and expensive 
stiftware. They would not develop this range 
of .software unless protection and risk capital 
are provided to them But the present poliiy 
goes against this 

To give an example, when the airlines 
reservation system was to be developed, the 
government went in lor purchase of foreign 
software. No Indian company would have 
invested the required large sum of money 
knowing that an already tested system is 
internationally available. The governmen' 
has often changed its mind after the des'elop- 
ment of a product has been underway and 
bought abroad on grounds of ‘unacceptable 
delays’. In contrast, in the case ol railway 
resetvation system, CMC has apparently 
developed a good system entirely on its own 
because the government provided it with 
protection. Also, the system developed is 
smaller. However, for the much larger freight 
handling software, CMC apparently docs 
not want to take the risk and is advising the 
government to go in for the available pro¬ 
duct in the international market (Canadian, 
British or the US). 

An example of the difficulties the govern¬ 
mental sector is facing on account of the 
rapidity of change in this technology is pro¬ 
vided by the case of the very ambitious fifth 
generation project and the field of artificial 
intelligence. The government nas decided 
that if the country has lost out in the present 
race for development of soliware, at least the 
picture should not remain so for the next 
generation of computers. The idea appears 
to be sound. India is following the lead pro¬ 
vided by the Japanese, the Americans and 
the Europeans. The Planning Commission 
set aside Rs 14 crore as seed money and the 
UNDP is providing an additional S IS 
million. The project began in 1982 with all 
the top research establishments in the 
field included in the effort; TIFR, NCST 
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(National Centre for Software Technology). 
IlTs, lISc (Bangalore), ISl (Calcutta), etc. 

A recent UNDP report suggests that the 
progress in this area has been minuscule and 
according to Computer Today (November 
1986) “even though a number of institutions 
are involved in R and D activities in the area 
of KBCS (knowledge based computer 
system), they are being pursued at a very 
rudimentary level...”. The reasons are not 
far to seek. A comparison with the .lapanese 
experience is illustrative. 

According to Hencry Mishkoff, “the 
Japanese have marshalled an impressive 
array of resources to implement their far- 
reaching goals. For the first several years, the 
project has not required private funding; 

$ 450 million of financing has been provided 
by the powerful Ministry of International 
Trade and Industry (MITI). By the time it 
is complete, the Fifth Generation Project 
may require more than $ I billion in a typical 
Japanese combination of public and private 
financings According to Mishkoff, hundreds 
of the top researchers arc involved in the 
project at various sites. Some Of the resear¬ 
chers are on loan from top companies like, 
NEC, Toshiba, Mitsubishi and Matsushita 
{Computer', Today, November 1986). In 
contrast, the .above mentioned report of 
UNDP on the Indian effort suggests that 
slow progress is a result of lack of trained 
personnel in the field of KBCS and com¬ 
prehensive piograintning environment. The 
obvious question is what happened to the 
supprtsed advantage India enjoys in the field 
of skilled manpower and the natural advan¬ 
tage in this field’ 

It ought to be noted that in just a small 
area of research like Artificial Intelligence 
India would have to spend mote than its 
entire annual K and D budget if it wants to 
catch up with ilic Japanese by the year 1990. 
The prospects arc grim and talk of develop¬ 
ing the higher -end market and developing 
the export market makes little sense. Just to 
survive the Indian software industry needs 
to have a protected home market and if it 
can develop hcie then it may lie able 10 
export The policy a.s it is announced puls 
the cart before the hoise by expecting the 
industry to survive in the international 
market while being bled to death in the 
home market. It needs to be accepted that 
India will not be able to catch up in this 
frontier technology. Yet given its strategic 
importance, the uced is to go ahead and 
develop this industry by providing it with 
adequate protection. 

The policy creates two other anomalies. 
First, the Industry is penalised if it imports 
software for further development. A soft¬ 
ware company is obliged to export 250 per 
cent or 350 per cent of the value of imports 
and fading that face heavy penalties. But a 
general user is free to import software. In 
most cases, importers are required to obtain 
a licence saying the product being imported 
is not manufactured in India (NM1>. In the 
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case of the software industry the new policy 
does away with this requirement. The 
industry is implicitly being treated a.s if it 
is the same as book publishing. There are 
major differences between the two products 
even though they ate knowledge-based and 
appear to have similarities. The nature of 
production of the two is quite different. 

The second anomaly relates to the field 
of foreign collaboration. While imports of 
software arc to be fieely allowed (with 60 per 
cent duty), foreign equity participation in 
Indian companies for the development of 
software is limited to 40.per cent in case the 
products are to be marketed in India. Thus 
a completely foreign-owned company 
generating values-added outside India is 
preferred to a simitar company wanting to 
generate jobs in India. The rationale is 
not clear. 

VI 

Tb sum up, it has been argued that soft¬ 
ware is an advanced technology product and 
of strategic importance to the country. To 
develop it widely would require massive 
investments in spite of it being a labour- 
intensive industry. Due to the nature of the 
product, investment in this field is very risky. 
Further, the low labour costs in India are 
unlikely to provide any cost advantages to 
the Indian software on account of the small 
size of the home market and the large 
marketing costs in the international market. 
As such, goveriunent protection is crucial for 
the survival of this industry in India. The 
new software policy, by opening the Indian 
roarlwt to international competition at a 
time when the industry is still in its infancy, 
would effectively mean the end of this 
industry in India. When the basic skills 
themselves would not exist, talk of higher- 
end software and value-added products 
would be quite meaningless. The industry 
would also lose the few remaining skilled 
people in the field. 

One may try to extend the argument 
beyond the one given in the new software 
policy and accept that may be the new policy 
is neither to promote growth of the industry 
nor for significantly increasing exports. 
However, the policy may be read as trying 
to promote use of computers to raise pro¬ 
ductivity in the economy as a whole There 
is much evidence of this in the way com¬ 
puters ate being introduced in a big way in 
insurance banking, administration and 
industry. All this requires large doses of 
software and the infant industry in India can 
in no way meet the challenge in a short time 
As such, massive import of software 
becomes necessary and the software industry 
sacrificed in the ‘wider interest’. This is 
what the new software policy would seem to 
achieve whatever the stated objectives. 
The question is how sound would such a 
strategy be? 

Such a strategy would lead to a raising of 
the import intensity of the economy. Further, 


since computerisation is highly labour 
displacing, for the same level of activity there 
is the threat of massive unemployment at 
least for jobs involving lower .skills. Thus for 
a successful strategy of computerisation to 
raise the overall level of productivity in the 
economy, it needs to be demonstrated that 
the level of exports would go up and that 
substantial employment would be generated. 
.The former is a more long-term proposition; 
so one would have to expect a deterioration 
of the balance of payment position at least 
in the short run. 

Unemployment is a far more difficult 
subject to deaf with since it is politically 
sensitive. One would have to retrain labour 
and improve its skills to use computers. This 
would require massive retraining for which 
the facilities do not exist. Since the software 
industry in this strategy is in any case to be 
given up, it is not dear where additional 
employment would be generated. If the 
labour is to be retained without retraining 
and carried as excess baggage, then costs of 
operation would go up and the competitive 
position further undermined rather than 
improved, thus undercutting the very 
rationale for the introduction of the 
computers. 

The new software policy has an extensive 
section on training and suggests the setting 
up of new institutions and encouraging the 
private sector to enter this area. It needs to 
be recalled that the computer policy in 1984 
had also discussed this question extensively 
but without much concrete action. This is 


a time-consuming and expensive process. It 
also suffers from the massive brain-drain 
going on in this field. If the new policy 
undercuts the software industry and accele¬ 
rates the brain-drain, training personnel 
would also be hard to come by. 

Considering all this, it would appear 
necessary that the country accept a slower 
pace of computerisation while developing 
the software industry in the areas feasible 
and import software either for specialised 
applications or as tools to develop further 
software. The industry needs protection just 
to survive and any talk of future self- 
sufficiency in this field or a major d^t in 
the international market seems to be mean¬ 
ingless at least for the present. The protec¬ 
tion may be reviewed once the Indian 
industry has taken deeper roots and 
established at least an internal market. 
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DISCUSSION 


‘Cultural Action’ Not Class-Neutral 

P M Mathew 


THE report on the Chandigarh Women’s 
Conference (EPfV, December 12, 1986) 
apparently fails to read between the lines 
some of the crucia] problems posed in my 
paper.' While discussing the present role 
and future tasks of trade unions, the note 
(quite unintentionally. I hope) separates my 
idea of cultural action from the context in 
which I have discussed it. This leads to the 
much masticated concept of 'conscientisa- 
tion’ which has a deceptive simplicity and 
the aura of patron-client relationships too. 
As it reads, the report gives the impression 
that I have the following positions r^arding 
the strategies of the capitalist class and of 
the state relating to ’development* of the 
’informal sector’ or what I would call the 
informal surface:^ (I) (hat the illusions 
raised by economism are the most crucial 
danger; and (2) that countering of such a 
strategy, is, by and targe, the duty of the 
trade unions. 

As rightly cited in the report, I have tried 
to argue that the strategy and tactics of 
women’s liberation in the context of class 
struggle, in essence, is the conscious political 
organisation of women (along with men) to 
realise this goal. I believe that this should 
be visualised at three levels: (a) class: 
(b) gender; and (c) the interaction of the two 
at the organisational and ideological levels. 
Thus, the attempt in the paper is to examine 
the women's movement, the trade union 
movement, and the radical political move¬ 
ment in the same basket and to analyse tlieir 
interaction; obviously certain crucial issues 
at the organisational level have been high¬ 
lighted. It is in this context that 1 have tried 
to identify the two broad phases in the 
history of the women's movement in Kerala: 
(a) the pre-19S0 period during which a 
radical movement, concentrating, by and 
large, on political activity; and (b) the 
post-19S0 period which can be described as 
the institutional phase. The welfare model of 
women’s development emerged immediately 
after the independence as a policy reaction, 
(among other reasons) to the radii^ political 
upsurge of the late-1930s and early 1940s, 
in which women too pla)«d a crucial role. 
This model got official sanction in the 
planning-era and women’s welfare schemes 
and programmes since then received a proud 
place in the development plans of the 
country. Here, one should not overlook the 
fact that India is the only developing country 
in the capitalist bloc which placed a high 
priority on the development of women and 
children ui its development plans. 

The thrust on ‘development’ of informal 
surface is, by no meaiu, an Indian idea, 
although one may find the bare outline of 
it in tli 4 early wdlfaie models. Capitalism, 
within the' teundaries of countries and 
across, have always maintained different pro¬ 


duction structures in order to appropriate 
surplus, though d'lring early times it was less 
subtle than it is today. These arrangements 
have often been tailor^ to match the prevail¬ 
ing social institutions of the times and 
political arrangements and obviously, they 
reflect the socio-political reality of the times. 

Considering the dynamics of world 
capitalism over the last two decades, and the 
effort being put on its “development”, the 
expansion of the informal sector Is, a logical 
outcome Countering this would mean 
removing the very logic of capitalist develop¬ 
ment itself or drifting away from the 
capitalist path of development. Hence any 
sociology still harping on the discoveries of 
‘primordial labour relations’ and ’exploita¬ 
tion’ without going into their specifics, not 
only ceases to be radical, but unscientific 
and anti-social too. 

The Indian strategy towards ‘developing’ 
the informal surface cannot find an analogy 
in the case of other developing countries like 
South Korea, Taiwan or even Japan. The 
political and mass movements in this coun¬ 
try have reacted to such strategies though not 
by leaps and bounds. Again the strength of 
movements in various parts of the country 
have varied due to diverging objective situa¬ 
tions. It is in this context that I have attemp¬ 
ted to examine the strategy of participation 
and struggle adopted by many radio il 
women’s organisations. 

At the heart of this strategy is a trade-off 
between the two elements, viz, participation 


on the one hand, and struggle on the other. 
The task of any radical organisation is to 
combine both at the optimum level to the 
best advantage of its stated objectives. This, 
obviously is not an easy task and the very 
objective itself can be defeated in the long 
run due to what is called ‘parliamentary 
illusions’. 

The crucial objective of participation and 
struggle is politicisation. However, counter- 
strategic of depoliticisation too operate In 
Kerala one finds the deliberate nurturing of 
a culture of ‘apolitical politics’. The division 
of workers on the basis of caste and religion 
is obvious. The radical political parties and 
other mass organisations have bera involved 
in exposing such strategies, the success, 
sincerity, etc, of which ate debatable 

My argument in this context does not 
simply relate to the tautological ‘economic 
illusion’, i e that the thrust of the organisa¬ 
tion on economism breeds economic illu¬ 
sions in the minds of the workers. Nor does 
it mean that the workers are ignorant of the 
exploitation to which they are subject, which 
would logically lead to a prescription of 
‘conscientisation’. The Kottayam survey' 
mentioned in the paper, gives evidence to 
support this. Detailed probing with the 
women workers provided us the impression 
that they were aware of the various forms 
of exploitation to which they were subject 
to. What is really lacking is the material con¬ 
ditions which enable such awareness to get 
translated into concrete action. Relations 
which one would normally be tempted to 
attribute to the feudal society ate prevalent. 
Workers belonging to the close neighbour¬ 
hood of the entrepreneurs are often 
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employed. In an essentially rural setting, the 
social status of the entrepreneurs, especially 
in terms of family background, biuically 
influence the specifics of labour-capital 
relationship. The entrepreneurs further re¬ 
inforce this by establishing rapport with 
political parties and caste/communal 
organisations, thereby creating in them a new 
identity. 

Another important strategy of capitalists 
is to diffuse the specifics of labour-capital 
relations by expanding the domain of such 
relationship. In our industry of interest, such 
a relationship was found round-about. The 
very fact that employment in this industry 
is clearly demarcated for unmarried girls 
(who are virtually controlled by their 
parents) facilitates them to establish a direct 
relationship with the parents of the workers 
rather than with the workers themselves. 
This makes the workers a third party and 
weakens their bargaining power. Besides, the 
particular age-group which the workers 
belong to (majority of them are unmarried 
young girls) limits their mobility and chances 
of interaction with their counterparts in 
other factories, thereby creating information 
barriers too. Moreover, the parents’ percep¬ 
tion of them is as earners of subsidiary 
income, which can be relied upon until they 
are sent in marriage It is on this psycho¬ 
logical premises that the capitalists depend 
exclusively upon unmarried girls and that, 
on getting married, they are thrown out of 
employment. While under the labour- 
contract system, the worker has the potential 
of organising against the capitalist and the 
contractor, workers in this industry are bereft 
of this because of the kinship factor. Parents 
or responsible kins of the workers, in effect, 
assume the role of the contractor. 

The thrust of my argument in the paper 
under reference was that such exploitative 
situations cannot be explained simply in 
terms of the social workers' microperspec¬ 
tive. Cultural action is not a class-neutral 
concept. The capitalists too are involved in 
it in their own way so that what we actually 
experience is not only action by individual 
capitalists, but a generalised cultural action 
by capitalists as a class. Our survey shows 
that even in factories where deplorable wages 
and working conditions prevail, special 
thrust was given on making festival pay¬ 
ments to workers. Gifts at local feasts and 
festivals were distributed in 87.5 per cent of 
the factories, a practice quite unusual even 
in the so-called organised sector. Distribu¬ 
tion of Christmas cakes and Onam gifts was 
a common practice; spot retrenchment of 
workers of marriageable agc^ of course, with 
a wedding gift toa Generalised action sur¬ 
faces in the form of financing local festivals 
and feasts, buying up cultural organisations 
and even political parties (at least at the local 
level). A wider ramification of this is the 
cultural policy of the states itself, which, 
through various measures, promotes apoli¬ 
tical and authoritarian ideiu and suppresses 


the secular and democratic ones. The recent 
example can be the debate relating to the 
staging of the Maiayalam play based on 
Kazantzakis’ classic work, “Last Ibmptation 
of Christ” and the role the state apparatus 
played in fuelling the ‘Christian’ sentiments. 
It is part of this very generalised cultural 
action that we find in the bogey of Bengali- 
Malayali axis being projected in various 
parts of the country through tautologies at 
various levels: “Bengali sab marxvadi 
hain.. .Matayali sab marxvadi hain” (“all 
Bengalis and Malayalis are marxists”). 

Thide unions in themselves can do very 
little in countering such strategies. What is 
required is a co-ordinated effort by all pro¬ 
gressive forces—including the trade unions, 
political parties and mass organisations— 
but this has not been taking place in the 
desired fashion. For instance, in the stage- 
play issue, the progressive forces were 
divided at least for some time and hence they 
could not seek the desired impact ultimately. 

It is in this context that one should con¬ 
sider two important emulatable experiments; 
(1) the Kerala People’s Arts Club (KPAC), 
initiated by the communist party in early 
i9S0s; and (2) the Kerala Sastra Sahitya 
Parishad (KSSP), the first and the largest 
science movement in the country. The socio¬ 
political situation of 1987 is obviously 
different from that of 19S0s and 1960s. 
Reproduction of such experiments is, by no 
means, an easy task for the political parties; 
rather the youth and women’s organisations 
can take it up more effectively. What is 
required is a bit more of imagination at the 
organisational level. Labels will not help 
much. 1 think, at the organisational level, 
one should learn a lot from primary school 
masters and the activists among beedi 
workers of the Malabar region. A logic of 
negating the present for its own sake may 
sometimes become counter-productive. The 
vast institutional network provided by the 
mahila samajams and the youth clubs in 
Kerala can probably be effectively tailored 
to the needs of a massive cultural action, it 
should be from this basis that efforts 
towards unionisation should crop up. Failed 
attempts towards unionisation, as it was 
reported in our study, breeds inertia and it 
bwomes, in turn, the breeding ground of 
apolitical ideologies. 

I seriously doubt whether the radical 
youth and women’s otganisations make very 
serious attempts towards this direction. 
While they are good at focusing on the 
directly political macro issues like price rise 
and unemployment, but at the micro plat¬ 
form, it seems they are moving fast towards 
a blind alley. I write this seeing the waiting 
sheds and memorial tombs “donated by” 
some such radical youth and service orga¬ 
nisations in various parts of Kerala including 
my own small home-village in Kottayam. 
Considering the amount of money and 
efforts put on them, one wonders how they 
would cope with their own stated cdsjectives. 


Notea 

1 Mathew, P M (1986): “Women and the 
Informal Sector: Strategies and Counter- 
Strategics”, paper presented at the third 
national conference on women’s studies, 
Chandigarh, October 1-4, 1986 (also pub¬ 
lished in Mainstream, November 8, 1986). 
Mathew P M and M S Nair (1986): “Wxnen’s 
Organisations and Women’s Interests”, 
Ashish Publishing House, New Delhi. 

2 I have tried to discuss this concept in derail 
in my popes. ‘Development Theory, Planning 
and the informal Surface’ in P M Mathew 
(ed) (forthcoming): ‘Informal Sector’ in the 
Indian Environment”. Also sec my editorial 
of the book. 

3 This survey was conducted in connection 
with the author’s ongoing (ICSSR spon¬ 
sored) researcB project, 'The Industrial 
Informal Sector in a Developing Economy'. 
The survey which was carried out during 
Jatiuary-May, 1986 concentrated on indus¬ 
trial units processing/manufacturing rubber 
and rubber products. Sincere thanks are due 
to George Joseph, general manager. District 
Industries Centre, Kottayam, who was highly 
co-operative in carryihg out a census study 
on behalf of the project and to Girish Kumar 
who took keen interest in carrying out the 
subsequent sample study. 


Kirloskar Oil En|;ines 
KIKLOSKAR Oil ENGINES, alter a severe 
setback during 1985-86 which proved Co be 
one of the worst years in its 40-year career, 
is on the mend. According to AtuI Kirloskar, 
managing director, turnover for the first 6 
months of the year ended December 1986 
has been Rs 43 crore as against Rs 30 crore 
in the same period previously and for the 
whole year it is expected to go up to Rs 95 
crore against Rs 69 crore. 

Several new products were introduced in 
the course of the year. These included 5 hp 
W^terpack diesel pumpsets and W4 310 KVA 
engines for the genset market. Both products 
have been very well accepted by users, and 
should make a significant contribution to 
the company’s market share and profitabili¬ 
ty. Indian Coast Guards has recently placed 
an order for 6 Pielstick engines of 6,400 hp, 
valued at Rs 10.5 crore for its offshore patrol 
vessels to be delivered in 1988. Besides, one 
2.2 MW DG set has been sold to Orissa 
Sponge Iron and a 2.5 MW set to Graphite 
India. The Indian navy has placed orders for 
2 nos, 8 PA4 185 for the 20 T Bullard PuU 
TUg. 

The company is also manufacturing thin- 
walled bearings with sales increasing at the 
rate of 10-15 per cent every year. Sale of 
bearings is expected to touch a level of 
Rs 12 crore this year. The company has 
received an order from Russia for bearings 
required for LADA cars. The quantity is 
2,00,000, valued at Rs I crore to be shipped 
in the period March through November 
1987. 
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IF YOU DO NOT HEED NOW, YOU 
MAY HAVE TO REPENT 


The Income-tax Department has extended the 
Amnesty Scheme till 31.3.1M7. 

If you have (ailed to disclose your full and true income or 
suppressed or undervalued your wealth for assessment year 
1986-87 or earlier years. 

you have the opportunity to turn over a new leaf and 
BEFORE YOU ARE CAUGHT IN THE NET 
vdluntarily disclose your income or wealth fully and truly and 
pay tax promptly under section 140-A of the Income-tax Act 
and/or Section 158 of the Wealth-tax Act on the rates applica¬ 
ble to the years in which concealment was done whether the 
assessments for those years are completed or pending THERE 
WILL BE NO PENALTY. NO PROSECUTION NOR ANY ROV¬ 
ING ENQUIRIES WHEN YOU DO SO. 

However, the immunity will not extend to the penal consequen¬ 
ces of late filing of return (or the assessment year 1986-87 

AVOID PENALTY, PROSECUTION, ROVING 
ENQUIRIES AND HUMILIATION 

Hurry up I Last Oats Is 31st March 1987. 

In case of difficulty contact the Commissioner of 
Income-tax or your ITO/PRO. 

INCOME TAX DEPARTMENT 

Directorate of Inspection 

(Research. Statistics & Public Relations) 

NewDelhi-IIOOOl. 
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The business that is Hindustan Lever is 
today over a hundred years old. 
Consumer products have made the 
Company’s name a household word. It is 
now moving in a new direction: from the 
consumer's home to the core sector of 
India’s economy 

Directions for growth: 

Today’s emphasis is clearly on the high- 
tech areas of national priority. Over 60 
per cent ol Hindustan Lever’s investment 
in fixed assets represents core sector 
business including industrial and 
agricultural chemicals 

Using science with sensitivity: 

The Company’s R & D Centre has built 
over a quarter century of invaluable 
know-how attuned to the country’s 
needs. Its achievements include 
technology for use of unconventional oils 
in the manufacture of triglycerides to 
replace imports: a chemical that 
enhances pholosynlhelic efficiency of 
food crop plants; detergent actives from 
renewable sources; and processes for 
upgrading sal for a higher value-added 
product. The Centre is now engaged in 
research into plant genetics and 
immunology, both regarded as frontier 
areas in the field of biotechnology. 

Products made in India for the world: 

Hindustan Lever earned for the country 
Rs 84 crore in foreign exchange m 
1985. Its exports to over 40 countries 
around the world in the last five years 
alone amounted to Rs. 360 crore. 

A Company of paopia: 

Hindustan Lever is a Company ol people 
committed to professional excellence- 
people who have made tomorrow begin 
today. 


Hindiisian Lever Limited 
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Wooing Foreign Investment 

FOR ail the attention lavished on it by the Indian business community and 
government, it is doubtful that the twenty-ninth congress of the International 
Chamber of Commerce (ICC) in New Delhi last week will have any partioilarly 
significant impact on the perceptions of multinational corporations and western 
businessmen about business opportunities in this country. The congress was more 
notewortiv for what its proceedinp revealed, or rather reiterated, about the anxiety 
of the Indian government and businessmen to promote the involvement of foreign 
capital and technology in the Indian economy. 

In their effort to ‘sell* India to the assembled foreign businessmen, the spokesmen 
of Indian industry and business acknowledged the existence here of very favourable 
conditions, in terms of the government’s fiscal and other policies, for private 
investment and profit-making. This was a very different tune from what one 
ordinarily hears from them. For instance, R P Goenka, president of the Fiederation 
of Indian Chambers of Commerce and Industry (FICCl), has been reported as 
having told the congress that, despite seemingly high corporate tax rates, an 
intelligent investor could take advantage of incentives to avoid payment of taxes 
on profits for the first five years of operation of his venture and even for the next 
five years the effective rate of taxation could be kept down to 25 per cent. It is 
interesting that this statement should have come just now when, on the eve of the 
union budget for 1987-88. businessmen and their organisations, including the 
FlCCI, have been working overtime lobbying the government for further cuts in 
taxes and other flscai concessions. 

William Ryric, executive vice-president of the International Finance Corporation, 
an afniiate of the World Bank, presented so to say a blueprint of policies to be 
followed by governments of third world countries, such as India, which are desperate 
to attract foreign private investment. He has been quoted as having said that 
“nothing can do more to encourage foreign investors than a policy framework which 
produces economic stability and conFidence with a manageable level of inflation 
and an environment in which the private sector is encouraged and not regulated 
to death’’. It is remarkable that the Indian prime minister’s speech while inaugurating 
the ICC congress on February 11 could not have read very different had it been 
written specifically to William Ryrie’s brief. 

Rajiv Gandhi pointed out in his speech how in the last two years the government 
had made “a lot of adjustments in our various processes of controls and taxes’*, 
acknowledging that “we have seen that many of our methods have been such that 
they have hindered growth, and not helped growth’’. However, “the process un* 
fortunately is not as fast as many of us would have liked.. .there is tremendous 
inertia in the system..Responding as it were to the demand for a stable policy 
framework, the prime minister explained that since “it would not be possible to 
reverse the whole system as it stood*’, the government had “identined special areas” 
where erstwhile-policies would be changed or reversed. He said: “This will be a 
continuous process and we believe once we have touched a particular area and 
rationalised the system in that area, whether it is the controls, the excise duties, 
the customs duties, the taxation systems, the location systems, then we should not 
tamper with that.. .and we will try and maintain that in the coming years.” On 
providing sufficient expanse for the private sector to operate, the prime minister 
affirmed that “we would like to Umit the public s«;tor to those fields which we 
feel are critical and those areas where we feel it is necessary that public sector pves 
the thriist that is required”. Finally, on containing inflation within a 'manageable' 
level, the prime minister held out the assurance that “we will be able to maintain 
our inflation rates very definitely in the single figures in the years to come”. 

There are, it is true, few new insights into the government’s economic policies 
in these statements or in the rest of the prime minister’s speech to the ICC congress. 
A possible exception was the reference in the speech to the type of involvement 
of foreign capiud and business in the Indian economy which the governmoit would 
like to encourage. The prime minister said: “We would like to.. .co-operate [with 
fofeign business] in developing technology.. .in developing new ideas and new 
producte and then.. .in produdng and transforming these ideas into finished 
products from industry!’ TVansIated into less starry-eyed prose, this was perhaps 
intended to signify the government’s preference for ^rect foreign investment in 
Indian industry. Tliis is evidently legaided as a superior approach to the erstwhile 
policy of “merely buying (foreign] technology” for ensuring the flow of advanced 
tedmology iiito Indian industry and its continuous updating. This is a highly ques¬ 
tionable proposition which needs to be examined separately. But, if attracting foreign 
private investment is so high up on the government’s economic agenda then one 
should Expect it to turn its attention soon to watering down the Foreign Exchange 
RegumtiojvAct. 


Technical Education 


Tenuous Linkage with Industry 

THE committee set up to review the func¬ 
tioning of the Indian Institutes of Techno¬ 
logy (lITs) as centres of advanced studies 
and research in science, technology and 
engineering and recommend lines on which 
their future growth should be chartered, has 
submitted its report. One of the principal 
observations of the committee relates to the 
tenuous linkages between the Illk and in¬ 
dustry and the IIl^ and the R and O esta- 
bUshment. In suggesting measures to streng¬ 
then the relationship, the committee does 
not however seem to have gone into the 
causes of these tenuous linkages. Thus the 
committee suggests the following: (1) The 
Illk should invite competent persons from 
industry to be adjunct processors. (2) The 
IIT faculty should compulsorily spend one 
of their sabbaticals in industry. (3) Ikx con¬ 
cessions should be given to industry to finan¬ 
cially support the research activities of the 
Illi, presumably by sponsoring research 
proj^s and technical consultancy. 

The logic of the Indian industrial develop¬ 
ment strategy is such that industry finds it 
prontable to obtain a majority of its techno¬ 
logical needs from abroad. Local R and D 
appears to be neither necessary because the 
required technologies already exist nor pro¬ 
fitable because alternative technologies are 
costly to develop and are not assured of 
commercial success in advance. Industry 
does not need the local educational system 
or the local R and D establishment for the 
provision of technology but for more mun¬ 
dane, routine needs. One of these is the 
demand for conventional engineer managers 
which the IITs and Indian Institutes of 
Management (IIMs) together provide. 

The committee laments the fact that there 
is meagre demand for the engineer scientist 
from industry. It would have done well to 
look at the technological needs and demands 
of industry from the Il'K, the R and O 
establishment and foreign sources. What is 
really needed is a reorientation of industrial 
development policy and programmes in such 
a way as to create a demand for technology 
from the IITk and the R and D establish¬ 
ment. Instead the committee has assumed 
a demand which does not exist and is then 
engaged in reorienting the development of 
the IlTk in order to meet this non-existent 
demand. 

Thus the committee goes on to emphasise 
the creation of scientist engineers in the form 
of strengthening the post-graduate andT*hD 
programmes. It regrets the fact that bright 
students are not attracted to the post¬ 
graduate programmes but instead go on to 
become engineer managers or migrate to 
North America, in this context, the sugges- 
tkm to stem the brain drain of IIT graduates 
by involving the brighter students in the 
t^nology missions and rural development 
schemes and reorienting their values through 
the curriculum of the departments of 
humanities and social sciences scents ridicui- 
lous. The attempt seems to be to su|g«it 


something beyond the usual restricti^' 
measures but the suggestion turns out to be 
absurd. 

7 he Ills were set up two to three decades 
ago and technological obsolescence seems 
to be setting in. A financial allocation of 
Rs 50 crore, made in the Seventh Plan for 
modernisation atid technological upgrada- 
tion, is considered 'sub-critical investment’. 
An investment of Rs 258 crore is said to be 
needed but the committee has pleaded for 
at least Rs 100 crore in the Seventh Plan. 
According to the committee, the lllk must 
be able to attract substantial funds to sup¬ 
port a majot part of their research activities 
through sponsored projects and technical 
consultancy. The point is that, even with tax 
incentives, it is yet to be demonstrated that 
industry will respond. 

Gujarat 


Communal Divide 


LAST Sunday's violence in Ahmedabad 
following the arrest of a recently-elected 
corporator, Abdul Lateef Shaikh, on the 
charge of violating an old externment order 
is one more pointer to the polarisation which 
has taken place on communal Unes in urban 
areas in Gujarat. This development has been 
evident for some time and the recent civic 
elections in the cities of Gujarat only served 
to crystallise it. 

Shaikh, who contested and won five seats 
in Ahmedabad was a crucial factor in the 
Congress(l)’s desultory performance. He had 
been detained under the Prevention of Anti- 
Social Activities (PASA) legislation and was 
released on parole by a Supreme Court order 
a day prior to the election. Subsequently, the 
PASA detention was quashed on ^bruary 9. 
The externment order had been issued when 
Shaikh was in detention and the police claim 
that with his release, he automatically 
became an externee. Whatever the legalities 
involved, it is surprising that the Amar- 
shingh Choudhury government had not anti¬ 
cipated the possibility of violence. This, 
despite the fact that Shaikh’s victory was a 
clear demonstration not only of the support 
he commands, for whatever reasons, but also 
of the Muslim disenchantment with the 
Congress(i) in the towns in Gujarat. 

In none of the four municipal corpora¬ 
tions has the Congoessfl) managed to gain 
control. In Ahmedabad, which has witnes¬ 
sed a series of communal incidents through¬ 
out the last two years, the Congress(I) has 
managed to capture only 27 seats in the 
127-member house. Elsewhere too, it has 
made few gains, although it has managed 
to stall any other party, especially the BJP, 
from gaining an absolute majority. Clearly, 
the party has not been able to draw upon 
its traditional muslim-scheduled caste vote 
bank. In Ahmedabad, for instancy it has 
fared badly not only in the upper class 
localities but in the working class, areas as 
well. 

It is in this city, with the most influential 
municipal body in the state, that the change 
i(i political perception is the most striking. 


That l4mf ih ' 

underworld don, should win in tdl the flve 
areas from which he contested is clearly a 
matter of concern. He is said to have actively 
nurtured the muslim electorate, especially, 
during the communal riots, by distributing 
free grain, etc On the other hand, while the 
state government has expressed sympathy for 
the victims of the communal riots who have 
become increasingly impoverished with every 
episode of violence, it has done little for 
them either in terms of immediate relief and 
safety and security or in the matter of easing 
communal tensions. It is not surprising then, 
that Lateef Shaikh, whatevte his police 
record, became a rallying point for the 
Muslims. At the same time the BJP has also 
been able to take advantage of the situation 
and consolidate its Hindu vote bank. The 
fact that there was an unexpectedly large 
turnout of voters was another sign of the 
communal divide which has occurred. 

Communalism is not a new factor in 
Gujarat politics. In the last two years the 
situation has progressively worsened and the 
smallest incidents have b^ enough to spark 
violence The Congress(I) has contributed in 
no small measure to this. On the other hand, 
parties like the BJP have, without fear of 
public protest, resorted to pro-Hindu elec¬ 
tion propaganda. Lateef Shaikh’s unprece¬ 
dented election victory is, thus, not an isola¬ 
ted phenomena but an intensely disturbing 
commentary on the communal situation. 

Agricultural Lxtbour 


Pre-empting Genuine Militancy 

AN approach paper recently brought out by 
the union labour ministry deals with how 
agricultural labour is exploited and mini¬ 
mum wage legislation flouted by powerful 
landowners. According to a UNI report, the 
pajier suggests that “some militancy is essen¬ 
tial for the success of the agricultural 
labourers' organisations engaged in ensuring 
minimum wages and other legal rights for 
65 million labourers deployed in that un¬ 
organised sector’’. The paper, prepared with 
the assistance of the National Labour 
Institute, goes on to .say that the agricultural 
labourer “always gets a raw deal owing to 
two reasons., First, the organisations that are 
supposed to back him in his fight for better 
working and living conditions are ’docile’ 
and, secondly, the state governments do not 
apply themselves seriously to the issues con- 
rerning him”. Hence, the solution, according 
to the approach paper, is that the “mganisa- 
tions become a bit militant and state govern¬ 
ments intervene more frequently”. The con¬ 
flict will not become a law and order pro¬ 
blem “if the state governments intervene 
aggressively at crucial times to ensure the 
legal rights of the labourer”. The absence of 
militant workers’ organisations and eAbetive 
state intervention "is turning out to the 
advantage of extremist elements”. According 
to the approach paper “the moveidents for 
better wages and working conditions in the 
unorganised agricultural sector escalate into 
law and order issues when eittemist elements 
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assume leadership”. 

But what constitutes militancy? One could 
very well surmise how the government would 
define militancy since any genuine militancy 
on the part of organisations of poor 
peasants and landless labourers is dubbed 
extremist not only by the law and order 
enforcing agencies of the government but by 
the labour ministry itself. Ihke^ for instance, 
the Mazdoor Kisan Sangram Samity 
(MKSS), an organisation of poor peasants 
and landless labourers which is struggling 
to enforce minimum wages in Gaya and 
Jehanabad districts of central Bihar. Against 
the state government’s stipulation of 5 kg of 
rice or Rs 10 as the minimum wage, the 
average wage prevailing ranges between 1.25 
and 1.5 kg of 'kachhi dhan’ which is 600-800 
gms of rice or less than Rs 2 per day. In areas 
where the MKSS has been actively organis¬ 
ing agricultural workers, it has been able to 
force the landowners to pay the stipulated 
minimum wage in spite of the presence of 
the private, caste-based armies of the 
landlords. But whenever the state govern¬ 
ment has intervened it has acted not on 
behalf of and in the interest of the wage 
labourers, as liberals of the National Labour 
Institute would have liked it to, but in the 
interest of the landowners. Ultimately MKSS 
was banned by the state government. 

The government’s indention in espousing 
so-called militant organisations of agri¬ 
cultural labour is precisely to pre-empt 
genuine militancy. 

Maharashtra 


i’leaMinK (>>tton Growers 


MAHARASHTRA chief minister S B Chavan 
and Shetkari Sanghatana leader Sharad 
loshi arrived at a three-point agreement on 
the demands of the state’s cotton growers on 
February 13 in Bombay. This followed a sit- 
in agitation by over 15,000 cotton growers 
in the heart of Bombay city. Joshi had earlier 
threatened to bring four lakh cotton growers 
to the city. 

The ‘cordially concluded’ agreement 
between Chavan and Joshi stipulates that 
the state government and the Shetkari 
Sanghatana will jointly plead with the union 
government for an Increase in Maharashtra’s 
cotton export quota. It was also agreed that 
the state marketing federation, which buys 
cotton from farmers under the statutory 
cotton monopoly procurement scheme, will 
take the assistance of the Sanghatana at the 
time of selling the procured cotton to the 
textile mills. 

Joshi and fais Sanghatana colleagues are 
certainly not opposed to the Maharashtra 
government’s cotton monopoly procurement 
scheme. Indeed, th^ complimented the 
government for having got the centre’s 
approval for the scheme for three more 
years.'The Sanghatana leaders did not also 
raise any objection to the centre’s stipulation 
that tfe state marketing federation shall 


henceforth procure cotton only at the sup¬ 
port prices fixed by the centre. Cotton 
growers in Maharashtra have beneTited 
significantly from the monopoly procure¬ 
ment scheme. In fact it is well known that 
cotton grown in neighbouring states is 
’smuggled’ into Maharashtra to take advan¬ 
tage of the scheme. The state marketing has, 
however, been incurring losses on operating 
the monopoly scheme reflecting the dif¬ 
ference between the prices it has been paying 
to the growers and those realised by it on 
cotton sold to the textile mills as well as the 
cost of carrying large unsold stocks. The 
state government claims to have incurred a 
loss of Rs 350 crore in the last cotton season. 

In his negotiation with Sharad Joshi the 
chief minister has evidently conceded little 
to the Shetkari Sanghatana. After all, the 
Congress(l) in Maharashtra has very high 
stakes in operating the monopoly procure¬ 
ment scheme. Notwithstanding the losses it 
has been incurring, the state government has 
pressed for the continuance of the scheme 
in order to retain support of the cotton 
farmers for Congrcss(I). And this is parti¬ 
cularly true of the Vidarbha region, for 
cotton growers in that part of the state will 
overnight turn anti-Congrcss(I) if the 
monopoly procurement scheme is given up, 
as the centre (and the Reserve Bank) has 
been pressing the Maharashtra government 
to do. 

The chief minister got Sharad Joshi to 
acknowledge publicly that in regard to 
cotton the policy is decided by the govern¬ 
ment of India. The state government 
similarly has little influence on the centre’s 
policies in respect of the textile industry 
which have a crucial bearing on the demand 
for cotton and on cotton prices. Getting 
Sharad Joshi to extend the Shetkari 
Sanghatana's assistance in disposing of tlie 
cotton bought under the monopoly scheme 
was also a tactical gain for the state govern¬ 
ment. The chief minister’s move in calling 
Joshi and other Shetkari Sanghatana leaders 
for talks has thus paid off. Chavan also had 
an eye on the by-elections to the Nanded Lok 
Sabha seat and the Nilanga Assembly seat, 
both in his own Marathwada region, on 
March 23. 

Telecommunications 


Import Lobby in Action 


THE transnational corporations in the 
telecommunications Held have begun to 
explore the Indian market in view of the pro¬ 
posed government plan to invest Rs 50,000 
crore in. telecommunications by the year 
2000. According to T H Chowdary of the 
department of telecommunications, the 
prime minister “has equated the importance 
of telecommunications to that of water itself 
by including this in the five missions, 
namely, water, immunisation, telecom¬ 
munications, oilseeds an(i education”. 

India has nearly 40 years of experience in 
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the production of switching .systems but has 
still not succeeded in pioducing a switch of 
Indian design. Indian Telephone Industries 
(TIT) was set up in 1948 with an initial 
capacity of 25,000 lines per annum of auto¬ 
matic exchanges of the sirowger type. The 
'lelecom Research Centre (TRC) was set up 
in the fifties. TRC has designed some 
transmission equipment which was manu¬ 
factured at ITI. 

in the early sixties it was realised that in 
order to introduce nationwide subscriber 
dialling, step by step strowger exchanges 
would have to be replaced by common con¬ 
trol switching systems. Strowger exchange 
systems became obsolete even before the 
second strowger exchange manufacturing 
unit was commissioned at Rae Bareilly, in¬ 
itial imports of common control switching 
systems (the Penta Conta cross-bar ex¬ 
changes) took place from Bell Telephone 
Manufacturing Company, a Belgian sub¬ 
sidiary of Trr(US). later, the technology 
and equipment for manufactuiing cross-bar 
exchanges was imported by ITI. 

By the late sixties, it was realised that 
cheaper and more versatile electronic ex¬ 
changes would replace electro-mechanical 
e.xchangcs. Meanwhile, large-scale imports 
of cioss-bar exchange equipment continued 
as the gap between domestic output and 
demand widened. This was followed by 
imports of electronic exchanges from 
Siemens (West Germany), NEC (Japan), 
Fujitsu (Japan) and Philips (Holland). 
Again, the technology of cross-bar ex¬ 
changes became obsolete by the time the 
second cross-bar exchange equipment manu¬ 
facturing factory came up at Rae Bareilly. 

ITI then entered into collaboration with 
CIT-Alcatei (a transnational subsidiary of 
CGE, France, in which ITT holds 37 per cent 
equity) fur the manufacture of electronic 
switching systems. The import of technology 
was accompanied by the import of 2,00,000 
lines of digital exchanges. A factory to 
manufacture 5,00,000 tines of digital ex¬ 
changes per annum was set up in 1985 in col¬ 
laboration with Alcatel at Mankapur in UP. 
The technology for this plant is said to be 
of seventies vintage 

in spite of 40 years of experience in the 
manufacture of telecommunication equip¬ 
ment, ITI is still technologically dependent. 
It has to enter into collaboration for produc¬ 
ing even the simplest of termintds, the 
telephone, and that too, the rotary dial type 
and not the push button type. 

However, the Centre for Development of 
Telematics (C-DOT) is said to have deve¬ 
loped a private automatic branch exchange 
(PBX), a rural automatic exchange (RAX) 
and a main automatic exchange (MAX). 
C-DOT’s PBX has already been commer¬ 
cialised while IT) is to set up a pilot at 
Bangalore to develop MAX. The import 
lobby, backing the interests of transna¬ 
tionals, needs to be ignored while C-DOT 
needs to be given more time so that in¬ 
digenous telecommunications equipment 
can be developed. 
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BUSINESS 


Capital Market Myths 


THE stock market scene has undergone a 
profound change Misgivings that had arisen 
in the wake of the sudden shifting of 
V P Singh from the finance ministry to the 
defence have disappeared. There is also no 
trace of anxiety normally associated with the 
proximity of the union budget. The market 
has not only recovered fully from the crash 
of December last but equity price indices 
have moved fairly close to their last year’s 
all-time highs. The Economic Times index 
for Bombay, in fact, established an altc^ethn 
new high on February 13 and the all-India 
inde.< stood only marginally below its 1986 
pcid;. The Financial Express indices, 
how<\er, presented a somewhat different pic¬ 
ture in that the Bombay index has still to rise 
by about 5.6 per cent and the all-India inda 
by 9.3 per cent to reach their all-time highs 
tuorded about the middle of February 1986. 
The Bombay stock exchange sensitive index 
;’V. ) has still a long way to go to reach its 
|ii. ,<>-us best mark made in June last. Con- 
M Jui’ig that the Bombay stock exchange 
v.-i !ve index is about 13.8 per cent below 
(..s .ill time high recorded in June last, the 
rise ill the Economic Times index to a new 
all-time high appears rather surprising. In- 
icrosiingly enough, the Economic Times in¬ 
dex for Calcutta had made a new all-time 
high mark on January 5 which contrasted 
ii'Micr sharply with the index compiled by 
the Fmancial Express and the Reserve Bank 
of India. 

Be that as it may, the stock market 
presents a picture of robust confidence. And 
ct rtainly not without good reasons. Prime 
minister Rajiv Gandhi's inaugural address 
.It the 29th congress of the International 
lutmber of Commerce contains many tc- 
a.xsuring observations which are of particu¬ 
lar relevance to the stock/capital markets. 
His speech is notable perhaps less for his 
highly optimistic assessment of the state of 
the Indian economy than for his categorical 
assertion that the government would soon 
rationalise the tax .structure to make the 
capital market healthier and impart new 
dynamism to the industrial sector. Great 
significance attaches to the prime minister’s 
observations that controls and high taxes 
have resulted in hindrance to industrial 
grt'wth, high cost of production and lack of 
<'v:i.imism. The government would try to 
. ..ge the process on an industry-by- 
. stry basis. It had already taken special 
'■h in some areas which has yielded 
’ts. The government is now trying to 
. ." the whole industrial spectrum. . 
i iiere has been no dearth of official me- 
-.IS emphasising.Jhc remarkable strength 
resilience of the Indian economy, 
.'■'lomic pundits have strong reservations 
—.-.t the overall performance of the 
-i.'.omy. But the stock exchange fraternity 
- ^rdly bothered on that score. In view of 
Gandhi’s known perceptions and 
; '.nvnees, the stodt marto seems convinc¬ 


ed tnat the fiscal strategy he wilt spell out 
in his maiden budget to be presented on 
February 28 will be fully gear^ to support 
the government’s economic philosophy of 
liberalisation. 

Referring to the capital market Rajiv 
Gandhi told the large gathering of Indian 
and international businessmen at the ICC 
meeting in New Delhi on February II that 
there had been a tremendous growth in the 
capital market over the past few years, with 
capital issues sanctions having risen mani¬ 
fold to around Rs 5,000 crore this year. In 
the years to come, these sanctions would in¬ 
crease funher and infuse new life into in¬ 
dustry. He said that the government was 
keen to make the market healthier by simpli¬ 
fying procedures and rationalising the tax 
structure. 

In view of the growing recognition of the 
crucial role the capital market is required to 
play in mobilising resources for the cor¬ 
porate sector-—public as well as private—it 
is now almost taken for granted that Rajiv 
Gandhi’s maiden budget will contain specific 
proposals to activise the capital market 
which has not been performing too well of 
late. Record sanctions of capital issues pro¬ 
vide little indication of the stale of the 
capital market. Shares of several companies 
which entered the market last year virtually 
go abegging at or below par. Investors have 
hud to pay dearly for subscribing to issues, 
lured simply by massive publicity, without 
any knowledge of the quality of the project 
as also of the men behind it. Of the fifty- 
odd companies that have entered the capital 
market since the beginning of 1987, only five 
companies are reported to have had their 
issues oversubscribed and eight issues got 
barely subscribed. Three-fourths of the com¬ 
panies evoked very poor response. 

Encouraged by the prime minister’s con¬ 
cern about improving the health of the 
capital market with a view to imparting 
dynamism to the industrial sector, the stan¬ 
ding committee of the presidents of the stock 
exchanges has made quite a few far-reaching 
suggestions to the union finance ministry for 
incorporation in the forthcoming central 
budget to give a fresh boost to the securities 
markets and also help investors get better 
returns on their investments in shares and 
debentures. These suggestions include in¬ 
crease in the overall exemption limit under 
section 80CC, increase in the exemption 
allowable for income from dividends, inclu¬ 
sion of interest on debentures under section 
SOL exemption, reduction in the stipulation 
of the three-year period for claiming long¬ 
term capital gains and mitigating the hard¬ 
ship faced by investors in regard to the 
transfer of shares and to prevent companies 
from exploiting investors through appro¬ 
priate changes in section 108 of the Com¬ 
panies Act. These fiscal concessions and 
changes in the Companies Act are con¬ 
sidered necessary for providing long-term 


stability to the stock exchange operations. 

The stock market is in an cxpectut mood. 
The view is widely shared that the union 
budget for 1987-88 will carry Rajiv Gandhi’s 
indelible stamp and that he will firmly widd 
the fiscal weaponry to impart vigour to the 
capital market to enable it to play the role 
expected of it during the Seventh Plan 
period. The stock exchange seems convinced 
that Rajiv Gandhi will not hesitate to resort 
to even unconventional measures to mobilise 
resources to achieve accelerated industrial 
growth. The market is looking forward to 
wide-ranging fiscal reliefs including re- 
introduction of the investment allowance 
scheme. Will the budget fulfil the market’s 
highly optimistic expectations? One does not 
have to wait for long for the answer. If the 
budget contains some concrete measures 
specifically designed to tone up the capital 
market, equity prices will surge ahead and 
scale new highs. There is no dearth of funds 
with institutional investors, especially the 
UTI, available for investment in equities and 
debentures. Good growth shares continue to 
be in short,supply. 

Coffee 


lx>w Crop Brings Little Cheer 


1 HE centre’s decision to pare the export 
duty on coffee from Rs 10,000 to Rs 6,000 
per tonne has come not a day too soon. 
Faced with a grim global scenario, the 
growers have for too long been arguing, 
though unsuccessfully, for the abolition of 
the export duty. The government’s decision 
must have come as a relief to them, though 
they may not have been cheered by the quan¬ 
tum of relief. It may be recalled that at the 
93rd annual meet of the United Planters 
Association of South India (UPASI) at 
Coonoor in September last, the union 
minister for commerce, Brahm Dutt, had 
flatly rejected the pleas of the UPASI for 
slashing the export duty.. Viewed in this con¬ 
text, the present gnture of the government 
underlines the continuing gravity of the 
situation the coffee growers are in. 

The centre introduced the export duty on 
coffee in 1977 to mop up the windfall gains 
accruing to the industry consequent upon 
the boom in international prices. This 
bullish trend was occasioned by a setback 
to Brazil’s crop in 1975. Brazil’s loss was a 
gain to India. But, in 1981. when the in¬ 
dustry sank into crisis, the centre responded 
instantly by lifting the duty altogether. How¬ 
ever, the duty was reimpmed later. Though 
the'govemment, from time to time; acceded 
to the demand ty scaling down the duty, this 
has not been adequate enough to shore up 
the growers' fortunes. 

India accounts for roughly two per emt 
of the world coffee crop. About two-thirds 
of its crop is exported, which forms around 
three per cent of total world etqsorts. This 
suggests that growth of domestic consump¬ 
tion has been very sluggish. ’Ihble I indkxqes 
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that the production of coffee had increased 
front 84,000 to 1,96,000 tonnes between 
1975-76 and 1984-85 showing an average 
growth rate of over 10 per cent. In com¬ 
parison. domestic consumption had gone up 
from 37,000 tonnes in 1975 to 60,000 tonnes 
in 1985 as shown in table 2, or by about 4 
per cent per annum. Thus there is a huge 
gap between supply and domestic demand. 

Exports constituted about 40 per cent of 
the total crop in 1979-80 and 70 per cent in 
1985-86. It TdIIows that the fortunes of the 
Indian coffee growers are a function of the 
international supply-demand situation and 
prices. During the current decade, the 
behaviour of prices has been anything but 
normal. 

India reaped a record crop of 1,96,000 ton¬ 
nes in 1984-85. The bumper crop came at 
a most inopportune moment. Further, India 
being a member of the International Coffee 
Organisation (ICO) is hampered by the 
quota curbs imposed by the latter. 

The ICO fix^ quotas after talcing into 
account the share of other exporting nations. 
Our efforts to get an increased ICO quota 
has so far been fruitless in the face of stiff 
resistance by the big producers. Thus, even 
after meeting the domestic demand and 
quota obligation, India has been left with 
a huge surplus of coffee stcKks. About one- 
third of the surplus during 1984-85 was sold 
at a heavy discount of around 40 per cent. 
With the Indian share in ICO exports 
remaining more or less stationary, the only 
alternative open was to scout for a market 
in the non-quota areas. 

Even in 1983-84, when coffee crop was 
lower than in 1982-83 due to severe drought 


Table 1: Yearly Production and Expokes 
OE Coffee 

("000 tonnes) 


Year 

Crop 

Exports 

1975-76 

84 

59 

1980-81 

120 

81 

1982-83 

— 

84 

1983-84 

105 

71 

1984-85 

196 

68 

1985-86 (P) 

140 

98 

Note. P—Provisional. 


Table 2: Domestic Consumption of Coffee 

Year 


Consumption 
('000 tonnes) 

1975 


36.9 

1976 


37.7 

1977 


44.1 

1978 


46.0 

1979 


49.6 

1980 


47.7 

1981 


50.8 

1982 


54.9 

1983 


55.0 

1984 (P) 


41.4 

1985 (Estimate) 


S9.5 


Note. P—Provisional. 


in one of the major coffee-producing states, 
Karnataka, exporters were forced to sell at 
big discounts. This was again due to good 
world production and huge carryover stocks. 
The year 1985-86, however, saw coffee prices 
firming up in the international market. This 
was mainly because of a sharp shortfall in 
the crop in Brazil which accounts for a 
substantial share in global production. When 
the prices started shooting up, ICO acted 
swiftly. It suspended quotas with effect from 
February 19 last-year. Ihble I shows that 
aports which were around 84,000 tonnes 
during 1982-83 went down to 71,000 tonnes 
in 1983-84. Exports further tumbled to 
68,000 tonnes in 1984-85. But in the subse¬ 
quent year, exports went up to 98,000 tonnes. 
It was no coincidence that during the same 
period Brazil suffered a setback in its cof¬ 
fee production as a result of drought and 
frost. This helped to firm up the global 
market. Prices started spiralling up from the 
last quarter of 1985. This rise was fuelled 
by speculation over a further setback to 
Brazil's crop in the current year. As a result 
of this uptrend, the ICO as a stabilising 
agency intervened to suspend the quota 
system in February last. This situation con¬ 
tinued uptil the second quarter of 1986. By 
the end of the second quarter, the coffee 
futures contract, which was quoted around 
245 cents per lb in the US, started declining. 
The July futures contract was quoted below 
200 cents per lb in June last year. All other 
world markets exhibited a similar downtrend 
in prices. 

Notwithstanding the lower forecast of 50 
lakh tonnes of global coffee crop during the 
current year, there is little likelihood of any 
improvement in the price scene considering 
carryover stocks of nearly 29 lakh tonnes out 
of a total output of 58 lakh tonnes in 
1985-86. Meanwhile, efforts are on to revive 
the quota system to arrest the slump in 
prices. The ICO has already agreed to re¬ 
impose quota restrictions. However, the talks 
on this issue have got bogged down due to 
the inability of the member-countries to 
hammer out an agreement regarding the 
quantum of hike in quota. A firm decision 
regarding this is likely to emerge at the en¬ 
suing ICO meet in London on February 23. 
Reports suggest that India will lobby for a 
higher ICO quota. The coffee leaders, led 
by Bradl and Columbia, are sure to resist 
this move. It is clear that the big producers 
favour the status quo in the quota, 58 million 
bags. But the consuming nations, it appears, 
are likely to back India and other small 
producer-countries in a bid to wrest more 
quota at the ICO meet. 


'Authorised’ Softy/are 


Questionable Advantages 


THE software policy which was announc¬ 
ed last month has since come in for sharp 
criticism from most sections of the industry. 


TWENTY YEARS AdO 

EPW, February 18. 1%7 

The first reaction to the completion of two 
of the six (lays of polling in the fourth <ie(u-r.il 
Election is one of relief that the ommeus 
clouds of violence which had gathered in the 
last fortnight have not burst even if they have 
not dispersed... It is (the) excitement of un¬ 
certainty which marks out this election from 
the earlier ones. The contributory factors are 
many. The most obvious, of course, i.<; the 
absenix of even a single towering personality 
whose personal leadership at least is not at 
stake. The impact of this is compounded by 
the sustained deterioration in the economic 
situation, the sharp rise in prices and the acute 
shortage of food over most of the country; the 
widespread and open disaffection with the 
government which has not, however, concealed 
into support for any opposition party or par¬ 
ties; the unconcealed faction fights in the Con¬ 
gress over nomination of candidates and the 
aftermath of exodus of large numbers of Con¬ 
gressmen from the organisation to oppose 
official party candidates either on opposition 
tickets or as independents... The so-caiird 
Rightist breakthrough in the third riection led 
political analysis to predict a polarisation of 
political forces in the country.. .but the neat 
theorising has not been borne out.. So far 
the people have seen governing done try the 
Congress and by none else almost. The claims 
of the opposition, therefore, necessarily siif 
fet from a 'credibility gap'. If this election 
yields results which lead to the formation of 
stable non-Congress governments in even one 
or two states, it would go a long way towards 
closing the gap and removing a major 
impediment in the way of future non-Congress 
governments. 

• * • 

The scope of the Aid-lndia consortium is 
being widened to include food, which had been 
kept out so far... It can no more be suggested 
with any plausibility—as it was when our agri¬ 
cultural performance was reasonably good— 
that our economic policies and priorities arc 
independent of foreign aid. The contours of 
the fourth Flan will fo determined—as those 
of no other Plan were determined before—by 
the availability and pattern of foreign aid. The 
hope for self-reliance—a hope shared with 
equal if not greater intensity by members of 
the consortium—cannot be perched any longci 
on a hump of foreign aid. 

• • • 

Electricity has been one of the cennmanding 
heights of the economy which the state has 
sought to control. This has been achieved in 
two ways. Progressively, since the bi KinninK 
of the First Plan, the share of the public si'ctor 
in the installed generating capacity has l'<';n 
raised... Secondly, the Electricity Supply Act 
of 1948 has effectively controU^ the n iurti 
to, and the operations and expansion cd. the 
private sector units.. .most of the smailct units 
have continued to operate with old eo'..-ipn;cnt 
and low efficiencies. It is among them that 
there is considerable scope for 
and rationalisation... The larr-r and 
medium-sized units, generally, have continued 
to exjmd and modernise their transmission 
and distribution facilities... If it [report of 
the Committee of the Federation of Electricity 
Underukings] had clearly restricted itself to 
the impediments that public policy poses in 
the m(>dernlsation of these less efTicicnt and 
outdated units.. .it would have far better 
educated public opinion. 
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It i* increatingly Obvious that it wlM ndth« 
encourage exports of software nor will it 
contribute to the sustained growth of the 
industry in the country. On the contrary the 
policy may in fact lead to flooding of the 
Indian market with imported softwaie thus 
effectively killing the small indigenous units. 
While it is too early to further assess the 
possible impact of the policy, new develop¬ 
ments in the software sector offer some 
leads. 

Several software houses, for instance, 
appear to have announced exclusive lic-ups 
with foreign software manufacturers for 
marketing packaged software. Early this 
month Tkta Burroughs Limited (TBl) sign¬ 
ed an agreement with Microsoft for selling 
the much-used MS packages. Other tie-ups, 
with Computer Vi.sion for CAI3/CAM 
systems for specific purposes are also on 
the anvil. Hindustan Computers has also 
recently tied up with Autodestk liic for the 
distribution of Auto CAD. a micro based 
drafting .software package, and other pro¬ 
ducts. The.se developments rai.se several ques¬ 
tions. First, much of this software which has 
been allowed to be imported has already 
been available in India either as pirated 
editions or, with minoi modifications and 
a change of name, as ‘originals’. Much of 
the MS software, for instance, is freely 
available at a fraction o( the cost. Similarly, 
‘unauthorised’ versions of Autocad rc- 
christened with an Indian name are also 
being marketed. The advantages that a high- 
priced ‘authorised’ software package offers 
to the Indian user arc questionable. 

While the warranty registration system 
announced by TBL, for instance, would 
perhaps ensure that defective software is 
replaced, it may not be worth the price dif¬ 
ference. For some packages, such as the 
popular Ixitus 1-2-3, the cost of the originals 
may be more than that of the hardware. One 
survey has found that for every 20 PC 
(ranging between Rs 20,(XX) and Rs 40,CXX)) 
buyers in a month, only one or two invest 
in licensed software costing, say Rs 5,000. 
The argument that the licensed user would 
have the option to buy all the latest versions 
developed abroad is also not quite clear. In 
the US many software companies, in an 
effort to break the pirate market, have stop¬ 
ped copy-protecting their software. Instead 
they offer buyers the advantage of obtaining 
new versions at very low prices. No such 
scheme has been mooted by any of the soft¬ 
ware distributors here. Going by past ex¬ 
perience in other fields it is unlikely that the 
foreign software companies would be very 
keen on introducing their late.si and newest 
products in the Indian market promptly. 
These new versions would probably be avail¬ 
able more quickly as pirate editions in India 
and quite often more cheaply than in the 
manufacturing country. Interestingly, a 
retailer has recently claimed that quite a lot 
of the hardware manufactured in the coun¬ 
try is only compatible with the pirated ver¬ 
sions of software and not the original. 
Although a trademark bill, which makes 
violation of copyright a criminal and not a 
civil offence, has been recently passed, it is 
doubtful if it would make anything but a 
marginal impact on the flourishing market 


in piwked joft^ 

of such packages as ‘Unlock^ etc, which 
allow copying of copy-protected software to 
make unprotected copies, indigenous soft¬ 
ware development will also suffer. 

There is yet another irony. A PC cannot 
be used without an operating system. 
Microsoft DOS, for instance, is an operating 
system which is a series of programmes 
which helps the user to run other program¬ 
mes. So far because of the restrictions on 
the import of software, computer manufac¬ 
turers obtained DOS (or other similar 
systems) as part of the imported components 
and customers did not pay separately for the 
mandatory software. Now, however, buyers 


could hika pricgi. 

At the time the software import UbeiaUsa- 
tion was announced, it was repeatedly stated 
that this was to focilittte the avaiiidtility of 
sundard software which had already been 
developed elsewhere and that there was no 
need to ‘reinvent the wheel’. But strangely 
enough, the wheel seems to have been re¬ 
invented quite independently here. For ex¬ 
ample, there are any number of software 
packages which are apparently comparable 
to say, Microsoft Word 3, including one 
being marketed by Tata Consultancy Ser¬ 
vices. Obviou.sly, the software policy is not 
the outcome of a reliable assessment of the 
fast-developing field. 
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CAPITAL VIEW 


Punjab’s Moment of Truth 

Romesh Thapar 


THERE arc many persons of integrity who 
are trying to bridge the gulfs that threaten 
to paralyse Punjab, but it is time that they 
stopped prevaricating and underlined the in¬ 
controvertible facts of the present situatiop. 
Without these truths, properly uncovered, 
the dialogues will not develop. They will 
remain repetitive, futile exercises. 

Admittedly, the Hindus, mobilised in 
various political formations, are the rulers 
of this land. Any honest assessment will 
reveal that they have frequently violated the 
secularist creed. They have pushed their 
culture and their public practise of ritual to 
give the state hinduistic trappings. Today, 
these manifestations arc resented even In 
their peaceful presence. That is why every 
minority group seeks identity and speaks of 
a distinct psyche. 

Punjab represents a special illustration of 
this pi'int. India's most prosperous area talks 
as if it has been discriminated against, 
almost deliberately driven to second-class 
citi/enship. The political developments in the 
state, which culminated in the tragedy of the 
a.ssassinatiun, are now building to a new 
climax which, if not properly viewed by the 
people at large, could create fresh tragedies 
' and. in the name of religion, distort rela¬ 
tionships beyond belief. 

Ihe great killing that followed Indira 
Ciandhi’s assassination, the total failure to 
punish the peipcirators of the crime, can¬ 
not on any civilised reasoning be made the 
basis for justifying the terrorist crimes that 
take place daily—oi. for that matter, the 
defence of the assassins and their glorifica¬ 
tion as defenders of the faith. The concerned 
comraunities. Hindu and Sikh, must some¬ 
how be made to sec the shame of all this 
violence and killing. The blame cannot be 
heaped one way or another--~tliat is, if we 
ate thoughiful human beings. 

I'or our edification the patterns of the past 
are being repeated. The recent extremist 
seizure of the Golden Ibmple, the holding 
of a ‘sarbat khalsa’ that no true Sikh can 
justify as organised according.to religious 
precept, the removal and appointment of 
priests who directly interfere by ‘hukam- 
nama’ in a surcharged political situation 
demanding from the .\kal Takht the submis¬ 
sion of the leaders of the community, and 
their exploitation of the smear of ‘tankhaiya’, 
amount to a gross violation of Sikh belief 
and practice. 

The community cannot be a party to these 
actions by the priests, and at a time when 
not a word is said about the terrorists and 
their activities for Khalistan. The Khalistani 
threat of the men and women operating 
from the Golden Temple is now clear. No 
government can tolerate this. 

The Golden Temple is being desecrated. 
It cannot claim immunity from the state 
which is now directly chtdlenged. Bhindran- 
wale garrisoned the shrine and was able to 
so confuse the situation that the army was 


ordered to clear it of armed men. The debate 
on this critical decision will never end, but 
again the state is being confronted. It will 
not be long before the lines are drawn. Only 
the Sikh community and its leaders can pre¬ 
vent a second forcible clearing of the shrine, 
and the suspension of the powets of the 
SGPC which seems unable to control the 
situation in its gurudwaras. 

The Sikh ‘ptiests' are attempting to play 
god. First, the politicians are pressurised by 
exploiting the Akal Thkht. Next, all Sikhs 
will be ordered to play a political role that 
is untenable under the practices of the faith. 
Gopal Singh, a major historian of Sikhism, 
has done well to draw the attention of the 
community to basic principles. There can be 
no running away from these truth.s, even as 
agitation continues for a fair deal to the 
state. 

Chief minister Barnata and his followers 
have refused to buckle to religious blackmail, 
but for how long when the Sikh communiry 
in Punjab does not move openly to questio n 
the decisions emanating from the Golden 
'lemplc and the Akal Thkht? What happened 
when the corrupt relations of the Sixth Gum 
seized the temple? The notion that a coup 
around the Akal Ikkht can hold the Sikh 
community to ransom is extraordinary. It 
has to be denounced in no uncertain terras. 

It is necessary of get the focus clear, 
because under the strange slogan of ‘pan- 
thic unity’ an attempt is under way to destroy 
Barnala's men and to put Punjab under 
President’s rule. The record of the Barnala 
government, its mix of good resolutions and 
mounting corruption, together with its in¬ 
credible decision to establish exclusive Sikh 
governance, has made it well nigh impossi¬ 
ble to enthuse support for it. Ind^, the im¬ 
pression cannot be dismissed that no one 
wants to take any practical stand for resolv¬ 
ing Punjab’s traumas, that the situation will 
drift until Delhi decides to act, and Delhi 
is all-powerful. 

The extremists watch the crude mU of 
religion and politics in the Sikh communi¬ 
ty, and the growing anger and violence in 
the Hindu response, with mounting expec¬ 
tancy. IVading on the confusions which 
paralyse the Sikh community, they believe 
that every act of the government of India 
will further consolidate Sikh militancy. We 
arc certain'y witnessing the destruction of 
the community, its prosperity, its industry, 
its future—and by a bunch of gun-wielding 
hoodlums clothed in religious garb. 

The delays in articulating these truths are 
fatal. Very soon, the issues will be further 
confused. The Misra report on the killings 
that followed the assassination in 1985 is not 
likely to assuage the hostile feelings in the 
Sikh community. Then, the actions of Presi¬ 
dent Zail Singh arc also being designed to 
embarrass the government. The handling of 
the Misra report may wdl become an inflam¬ 
matory spark, and particularly if the 


whitewash is more brazen than is generally 
expected. 

Interestingly, so much attention is not be¬ 
ing paid to the Eradi Commission dealing 
with the gut problem of water. It is so easy 
to draw the lines of confrontation on the 
technicalities of water-sharing. The 
discrimination inherent in the handling of 
situations where people have been killed are 
very much more explosive and politically 
rewarding.' That also explains the mounting 
stress on state terror to the total exclusion 
of religious terror. The horrendous notion 
is that if innocents are grievously damaged, 
so much Ihe better, for terrorism Is 
nourished! 

This is what has been happening over the 
past two years. A sluggish government in 
lyclhi has continued to emphasise operations 
against the terrorists, but has not moved 
with economic initiatives, belated though 
they be. Even Ihe various factions of the 
Akalis haven't given a thought to an 
economic frame for a Punjab that cannot 
go on pushing agriculture. In this failure lies 
a great deal of Punjab’s suffering. 

Soon, our political parties will be in the 
throes of electioneering in several states, and 
naturally Punjab will be neglected by one 
and all. It is a development that must be 
prevented. More than ever, there u need for 
a national effort to cut a pathway to sense 
and understanding. We cannot be matte the 
playthings of frightened, cowardly, Sikh 
priests and netas, ruled by the gun, Hin¬ 
du rabble-rousers who refuse to see the issues 
involved and who keep demanding intervm- 
tion by the GOI against chief minister Bar¬ 
nala now beseiged from all sides, yfbat is 
needed is a huge morcha to overwhelm the 
imlluters of the Golden Ibmple. 

1 n fact, it always surprises me that we can 
very easily mobilise opinion against a hard- 
piresiied chief minister, but we do absolutely 
nolh.ing about those who seem to specialise 
in communalism, in spreading confusion 
and despair. I do not have to detail this ac¬ 
tivity. 'ifhe only responses are ‘opinion poUs’ 
desperate to tell us that the PM, the leader 
of leade rs, retains his popularity and ‘im¬ 
age’. If h'C does, it only suggests that the In¬ 
dian people, or the lumpens being mobilis¬ 
ed by film' star Amitabh Bachchan in Uttar 
Pradesh raid Bihar, don’t quite know urjtere 
they are headed. 

If we had real leadership now, we would 
be movint} tc' the formation of a PupjiAti Dal 
to break the jazzed influence of com- 
munalistri in .the state. But such a dev^p- 
ment will not be so long as politicians are 
content 'to oiganise vote banks-behind 
security screens through any devious method 
and are s ingularly free of commitments to 
anything but distorted and twisted religious 
injunctions. These must be rubbished. How? 

Fooinoti?: The tax men of the government 

of India are on strike for the first time. 

Their justification is a quotable quote: 

“The re is corruption everywhere. Why 

take .action against us?” 

February 13 
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STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholesale I’riees 


Latest 

Over 

Over 

Oser 





(1970-71 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

111 

In 

(3M-87) 

Month 

Year 

29, 1986 

85-86 * * 

84-85 

83-84 

82-83 

All Commodities 

1000 

.381.0 

0.7 

6.3 

6.1 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

357.0 

1.2 

8.6 

8.4 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

337 9 

1.0 

7.2 

5.9 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

.7.72 4 

2.2 

17.0 

20.9 

- 10.5 

-2.3 

IS.I 

1.7 

Fuel, Power, Light and l.ubricams 

85 

621.5 

— 

3.7 

2.0 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

360.3 

0.6 

5.2 

5 5 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Coni Ilf Living; iiulex 


1 alest 

Over 

Over 

Over 





Base 

Mon 111 

Last 

Last 

March 

In 

In 

In 

III 




Month 

Year 

1986 

85 86 

84-85 

83-84 

82-83 

For Indusliial Workers 

1960 100 

688*’ 

0.6 

9 2 

7.R 

6 5 

6.4 

12 6 

7.8 

For iJrban Noii-Maltual rmpknecs 

1960 - 100 

6L'!‘' 

0 3 

8.1 

5 3 

6 8 

8.1 

10 3 

8 0 

For ABriculliiial Labourers 

July 60 to 

5X5" 

0.2 

4 3 

5 ; 

4.8 

0.2 

11.4 

5 2 

June 6] - 100 













Vaiiaiion Rs Cioie (Per Cent in Biackels) 


Money and Bankint; 


Latest 

Over 

Ovei 

Over 





Unit 

Week 

1 asl 

Lusi 

Mutch 

In 

In 

In 

In 



(.10-1-87) 

Month 

Year 

28. 1986 

85-86 ‘ ' 

84-85' ’ 

83-84 

82-83 

Money .Supply (M,) 

Rs Crore 

1..77.149 

201 

20.675 

18,920 

15,192 

16.058 

13,031 

lO.ILS 



( 0.1) 

(17 Rl 

(16.0) 

(14.9) 

(18.7) 

(17.9) 

(16 1) 

Net Bank Credit to Government Sector 

R.s Crorc 

71.073 

928 

12,098 

12.582 

9.579 

8.44S 

5,757 

4. /'4X 

Bank Credit to Commercial Sector 

Rs Crore 

90,230 

24 

10,985 

8,515 

9.745 

10,809 

8,830 

8,2-4'7 

Net Foreign Fxchange Assets of Banking Sector Ks Crorc 

.7,776 

14 

922 

364 

299 

1,419 

104 

977 

Deposit of Scheduled Commercial Banks 

Rs Cl ore 

1,01.579 

-501 

16,770 

16.840 

12,475 

11,519 

8^S50 

7,299 



(0 5) 

(19.8) 

(19.9) 

(17 3) 

(19 0) 

(16 4) 

(16 61 

Foreign bxchango Assets’** 

Rs Croic 

6.822 

450 

366 

192 

53 

1,319 

1,233 

911 






(0 8) 

(24.0) 

(28 9) 

(27 2) 

Index Numbers iif Industrial 

Weights 

1 aiosl 

Average of 






I’roduclion 


Moiilli 

Months* 


Variation (Per C 

enl) 


(1970 ■ UK)) 








In 

In 





In . 

In 

In 




1986 

1985 

1986' * 

1985 ' ’ 

1984 

1983 

1982 

General index 

100.00 

216 

217.3 

204.8 

6,1 

6 9 

6.6 

4 2 

4 5 

Ba.sic Industries 

.73.2.7 

267 9'’ 

270.0 

250.6 

7.7 

6.7 

10.8 

5 S 

8.0 

Capital Goods Industries 

14.98 

233.0" 

230 5 

225 1 

2.4 

2.6 

6.6 

5 3 

-0.9 

Intermediate Goods Industries 

21..73 

192 3" 

188.1 

177.5 

6 0 

12.6 

6 1 

6 8 

1.9 

Consumer Goods Industiics 

30.46 

162 1" 

173.1 

164.4 

5.3 

3.1 

2.6 

06 

5.8 

Durable Goods 

3.81 

. 301 8" 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

142.1" 

157.8 

152.6 

3.4 

0 3 

0,2 

0 5 

6.5 

Forelipi Trade 

Unit 

1 alesl 

Cumulative lot* 








iMuiirn 

(Nov 86) 1986-87 ^ 

1985-86* 

1985-86 

1984-85 

1983 84 

1982-83 

1981-82 

Exports 

Rs Ciore 

925 

7,997 

7,186 

10,420 

11.855 

9,872 

8.908 

7.803 





( - 12.1) 

(20 0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Croie 

1 ..508 

12,446 

13,1.36 

18,371 

17,173 

15.763 

14,356 

13,671 





(7.0) 

(8.9) 

(9 8) 

(5.0) 

(9 2) 

Balances of Trade 

Rs Crore 

583 

- 4,46^ 

- 5,950 

-7,951 

5.318 

5,891 

-5.448 

- 5,868 

Employment Exebanite Statistics 

Unit 

Latest 

Cumulative for* 








Month ■ 










(Nov 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

29,853 

29,853 

26,1.34 

26.270 

23,547 

21.954 

18,646 

16,584 

(as at end of period) 





(II.6) 

(7-3) 

(17.7) 

(12.4) 

(8.3) 

Number of Registrations 

I liousand 

341 

5,038 

5,364 

5,766 

6,220 

6,655 

5,862 

6,277 





( 7.3) 

(-6.5) 

(13.5) 

(- 6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

SO 

556 

629 

657 

707 

827 

820 

895 






(-7.1) 

(- 1-5.5) 

(0.9) 

( 8.4) 

(6.6) 

Number of Placements 

Thousand 

23 

326 

.349 

373 

407 

486 

474 

505 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Ineome 

Unit 

1985-86- ■ 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979 80 

1978-79 

Gross Domestic Product (Current Prices) 

R.S crore 

2,15,024 

1.90,888 

1,72,704 

1,45,565 

1.30,583 

1.14,021 

95,474 

87,326 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

64,988 

61,838 

59,341 

55,032 

53,168 

50,736 

47,138 

49,633 

Per Capita Income (1970-71 Prices) 

Rupees 

798 

775 

764 

721 

715 

700 

664 

717 


* For current year upio latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SORs. .. 

+ Upto latest month for which data are .available. 

+ + Provisional data. 


Notes: (I) Superscript.|)t»neral denotes month to which figure relates, c g, superscript* indicates that the figure is for January and so on. 
(2) Figures ia^mckets denote percentage variation over previous period. 
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COMPANIES 


Low Profits on Electricals 

Hansavivek 


VOLTAS has registered a fair recovery in its 
performance during 198S-86 with a gross 
pront rising from previous year’s Rs 2.44 
crore to Rs 6.52 crore following increase in 
turnover from Rs 2S2 crore to Rs 273 crore 
These figures show considerable improve¬ 
ment in profit margins. Net profit is Rs 3.12 
crore against Rs 1.21 crore in the previous 
year. The directors have barely maintained 
dividend at 10 per coit which is covered 2.76 
times by earnings as against 1.34 times 
previously. In view of the large tax claims 
made on the company the liability for which 
remains undetermined, the directors have, as 
a measure of caution, provided Rs 2 crore 
for contingencies in the accounts. 

All the business groups of the company, 
namely, airconditioning, mining and con¬ 
struction equipment, machine tools and 
materials-handling and textile machinery did 
well and the company retained its pre¬ 
eminent market share in several sectors. The 
directors, however, point out that the finan¬ 
cial results of the electrical business groups 
were wholly unsatisfactory because of the 


execution of a number of orders secured in 
the past at unremunerative prices. This situa¬ 
tion has now been correct^ and orders are 
currently being booked at reasonable prices. 

The hermetics motor plant at Thane has 
been completed and commercial production 
will commence during the current year. 
Substantial capital expenditure has been in¬ 
curred in newly establishing or improving 
facilities for the manufacture of cast resin 
transformers and SF6 switchgears, but it will 
take some time before these plants are fully 
operational and begin to contribute to 
profits. 

The directors have concluded that the 
introduction of modern equipment and 
reasonable changes in work praaices cannot 
be deferred for long without damaging the 
company's long-term vitality. If the current 
negotiations do not produce a swift solution, 
the company may be left with no alternative 
but to progressively implement measures to 
safeguard its long-term competitive position. 


WEST COAST PAPER M/ILS has suffered 
a sharp setback in its working during 
1983-86. Although turnover was only 
marginally lower at Rs 62.22 crore against 
62.32 crore, gross profit tumbled from 
Rs 426 lakh to a mere Rs 39 lakh. Margins 
were eroded by a severe power cut and moun¬ 
ting cost of production arising from multi¬ 
pronged cost escalations in various inputs 
without any commensurate increase in the 
sales realisation. After depreciation and with 
no tax liabilhy, there was a net loss of Rs 108 
lakh compared to a net profit of Rs 131 lakh 
previously. The directors halved the dividend 
to 6 per cent, which will be paid out of the 
past earnings. Production of paper was 
70,691 tonnes against 73,082 tonnes pre¬ 
viously and sales were 70,641 tonnes against 
74,349 tonnes. 

The directors say that the availability of 
the raw material from the state-leased forests 
continues to be inadequate: The company 
received bamboo to the extent of only 10 per 
cent of its total raw material requirement 
during the year and balance quantity of 
bamboo and wood vvas procured from other 
states or open markets at higher costs. As 
per the directives of the high court of 
Karnataka, the company had received 12,633 


1'hr Vi«*«*k's (^uin|>ani('h (Us Lakh) 

Voltas WcM Coasi I’jpei Chloride India .Mahar.ishlra t'K-kirosnicU 

I aiesi Year 1 avi M>ar t.atesi Year La.st Year Lalcsl Year l,asl Year Latest Year Last Year 




31-8-86 

31 8-S5 

30 6 86 

30-6-85 

31 8-86 

31-8-85 

.3()-6-86 

30-6-85 

I’aid-iip ( apiial 


1278 

978 

410 

410 

1291 

1291 

500 

500 

kesetses 


2136 

2002 

880 

838 

1622 

1228 

52 

23 

lion owl nr s 


7148 

7549 

1186 

1210 

441 

365 

4894 

5411 

<>J which Term boirowings 


1732 

2021 

210 

264 

67 

88 

3633 

4182 

tnoss fixed assets 


5842 

4720 

3474 

3431 

2043 

1896 

3730 

3726 

Net lived assets 


4105 

.3434 

1060 

958 

957 

952 

2776 

2939 

liisestnicius 


572 

513 

54 

54 

27 

27 

— 

- 

Ciirieni liabilities 


10766 

9897 

1239 

1261 

2,598 

2318 

705 

742 

( urieiit assets 


16652 

16479 

2600 

2806 

4967 

4223 

1846 

1129 

Stocks 


6469 

5783 

1934 

2214 

2266 

1826 

763 

523 

Book debts 


7465 

7992 

374 

336 

1839 

1763 

7.39 

494 

Net sales 


27345 

25198 

6222 

6252 

7139 

6554 

25.^6 

1589 

Otbci income 


127 

150 

55 

43 

ISO 

94 

6 

9 

Raw inatciial costs 


23674 

21081 

2236 

2060 

3598 

3328 

941 

526 

^^ages 


3202 

3169 

770 

745 

899 

831 

164 

143 

Interest 


1149 

1095 

187 

142 

134 

100 

282 

678 

Gross profit ( + )/loss (-) 


652 

244 

59 

426 

1627 

1590 

226 

-519 

Depreciation provision 


2.34 

223 

167 

245 

120 

136 

167 

84 

Ta.x provision 


106 

— 

— 

50 

630 

790 

— 

603 

Net profit (-fVloss ( -) 


312 

121 

108 

131 

897 

664 

59 

Investment allowance reserve 


157 

~ 

s 

26 

— 

23 

— 

- 

Tiansfer to reserves 


4.'’. 

23 

- 

54 

394 

318 

— 

— 

Dividend 

Amount 

P 








_ 


t; 

113 

98 

25 

51 

503 

323 

— 

— 

Rate (per cent) 

p 


— 


— 

— 

— 

— 

- 


E 

10 

10 

6 

12 

30 

25 

... 

— 

Cover (limes) 


2.76 

1 34 

— 

2.S 

1.78 

2.06 


— 

Rutms (per cent) 

Cross profit/sales 


2.38 

0.96 

0.95 

6 81 

22.79 

24.76 

8.84 

_ 

Net profit/capital employed 


8.88 

4.06 

— 

1049 

30 78 

26.36 

— 

— 

Inventpries/sales 


23.65 

22 95 

31.08 

35.41 

31.74 

27.86 

29.85 

32.91 

Wages/sales 


11.71 

I2..<!7 

12.38 

11.91 

12.59 

12.68 

6.41 

9.00 
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UMinet of ei^ypttb wood from the ptanth’ 
tioni railed tv Karnataka Fonit Plantation 
Corporation. Arrangements have been 
finaUsed for hirther extraction of eucalyptus 
from the Corporation to the extent of 14,000 
tonnes during the current year. This will 
reduce the company's procurement of euca¬ 
lyptus from the open market. In addition, 
the company had to import substantia' 
quantity of waste paper cuttings/pulp. 

. However, this has enabled the company to 
maintain the desired level of production and 
avail of fiscal concessions, thereby reducing 
the cost of procurement of such non- 
conventional raw material. But for this, the 
company's working results would have been 
more unsatisfactory. 

CHLORIDE INDIA is setting up a new unit 
at Fatehpur with a capacity to manufacture 
3.6 lakh batteries per annum. It has also 
taken steps to enlarge the manufacturing 
base at Chinchwad near Pune in Maha¬ 
rashtra for Japanese-type batteries. The 
company’s close association with Chloride 
Group of the UK has enabled the research 
centre to forecast technology changes and 
develop, acquire, adapt and improve these 
to suit the country's particular market needs 
and operating environment. The company 
has had another year of growth in profits 
and sales, despite a rather difficult market 
situation as well as cost pressures due to 
inflation. It was able to lift sales from 
previous year's Rs 65.54 crore to Rs 71.39 
crore in 1985-86, but profit margins lagged 
behind and gross proflt looked up modestly 
from Rs 15.90 crore to Rs 16.27 crore. With 
both depreciation and tax liability claiming 
less, the gap is slightly widened and net 
profit is Rs 8.97 crore (Rs 6.64 crore). The 
board has recommended a final dividend of 
15 per cent making a total of 30 per cent for 
the year as against 25 per cent paid last year. 
Besides, the shareholders have been rewarded 
with a gift of shares on a three-for-five basis. 
The proposed final distribution will be on 
the enlaigcd capital resulting from the bonus 
issue. In spite of the difficult market situa¬ 
tion. however, the company, according to the 
chairman and managing director, J Sen 
Gupta, has been able to achieve growth in 
volume both in home and export markets. 

MAHARASHTRA ELEKTROSMELT 
became a subsidiary of Steel Authority of 
India (SAIL) which holds 94.63 per cent of 
its equity capital. In view of the large 
accumulated losses, financial institutions, 
banks, SICOM and the government of 
Maharashtra have agreed to waive sub¬ 
stantial amounts towards interest, guarantee 
fees and electricity dues. They have also 
agreed to give substantial concessions for 
revival of the company. The company has 
been able to improve its performance during 
the year ended June 1986 with production 
of 37,846 tonnes of FeMn as compared to 
23,940 tonnes during the previous year and 
sales of Rs 25.56 crore against Rs 15.89 
crore. This has resulted in a net profit of 
Rs 5.9 lakh as against a net loss of Rs 519 


iakb''|ii|«llMislT. 1^ attiim'dr'iBtaiest. 
guaiastM fees, etc; amounting to Rs 10.15 
crore and the year’s profit have brought 
down the accumulated deficit to Rs 15.28 
crore to stand against the share capital of 
Rs 4.99 crore. 

The company has entered into a col¬ 
laboration agreement with Uddehoim of 
Sweden for introducing a new technology in 
the converter of steel making process. This 
will enable the LD conveiters to make spedal 
steels and stainless steel at viable costs. As 
a measure of diversification and expansion 
of the company’s activities and with avowed 
objective of making it a breeding ground for 
new technologies, technical experts are 
examining the proposal of installing a 
KR Demonstration Plant at Chandrapur to 
make hot metal directly with the use of iron 
ore and non-coking coal.s. It is also proposed 
to increase the production of ferro manga¬ 
nese from the electric smelters to match the 
increase in demand from SAIL steel plants 
for further improving the company's 
viability. 

In the Capital Market 


AsMiciated Cement Companies (A(iC| pro¬ 
poses to issue 13.5 per cent secured con¬ 
vertible debentures of Rs 150 each of the 
aggregate face value of Rs 34.50 crore, of 
which 19,94,872 debentures will be issued on 
a 'rights’ basis to equity shareholders in the 
ratio of one debenture for every two equity 
shares held and 3,05,128 debentures are pro¬ 
posed to be reserved to the employees, direc¬ 
tors, business associates, etc. Each of these 
debentures wilt be compulsorily and auto¬ 
matically converted into one equity share of 
Rs 100 each at a premium of Rs 50 on 
February 1, 1988. In case of oversubscrip¬ 
tion, the company proposes to retain upto 
25 per cent of the amount of the issue. The 


company lor 

augmenting its iong-4erm wbtking capital 
requirements and towards capHal expen¬ 
diture for modernisafion/rephuement pro¬ 
grammes at its various works. The prt^wsal 
is subject to the approval of the hnancial 
institutions, ban|(er$, shareholden, con¬ 
troller of capital issues and all other 
approvals under the Companies Act or from 
any other authorities as may be required. 

Krimpex Synthetics is putting up a plant 
for texturising and two-for-one twisting of 
polyester/nylonAricel’ yarns at Silvassa in 
the union territory of Dadra and Nagar 
Haveli, a centrally notlHed backward area, 
and to market all these yarns in addition to 
dyed synthetic texturised yarns in which the 
promoters ate market leaders. The company 
has been promoted by Sharad Khanna, 
managing director, who is associated with 
the synthetic yarn and fabric industry for 
over 20 years. His family was amongst the 
first few pioneers to import crimping/ 
texturising machines and establish a unit in 
Bombay for texturising and dyeing of 
synthetic filament yarns in 1965. Silvassa 
offers excellent fiscal incentives like no 
central sales tax and octroi, and total exemp¬ 
tion from local sales tax for 15 years. The 
company will be entitled to a central govern¬ 
ment subsidy upto 25 per cent for a maxi¬ 
mum amount of Rs 25 lakh which will add 
to a substantial monetary benefit. The 
company has acquired a building with floor 
space area of about 12,000 sq feet on a 
5,40O-sq metre plot of land leaving further 
scope for expansion. The project is estimated 
to cost Rs 4.40 crore. The commercial pro¬ 
duction will start by May 1987. The com¬ 
pany intends to come to the market some¬ 
time in April 1987 with a public issue of 
Rs one crore in equity shares of Rs 10 each 
at par. The issue is being managed by 20th 
Century Finance Corporation. 


Centre for Development Studies 

Ulloor. Trivandrum 695011 

M.PHIL. COURSE IN APPLIED ECONOMICS 1987-88 

The Centre for Development Studies invites applications for admission to a Course 
in Applied Economics leadins to the M.Phil. Desree of the Jawaharlal Nehru Univer¬ 
sity, New Delhi. The minimum qualification for admission is a Master's Oesree or 
its equivalent from a recosnised University with a minimum of 50% marks in any 
of the social scierkes or disciplines like ensineering, physical sciences, agricultural 
sciences and law. The selection to the course is based on an evaluation of academic 
qualifications, work experience and a statement (to be submitted with the 
application) of a research problem on which the candidate proposes to work 
for the dissertation and (where necessary) a personal interview with the candidate. 
The interviews are usually held at Trivandrum, Hyderabad, Calcutta, Bombay and 
Delhi in early July. The Course will commence on September 8, 1987 and is 
expected to be completed in four semesters by December 1988. Fellowships of 
the value of Rs. 6(X)/- per month are available to the selected candidates not 
receiving any financial support from elsewhere. For application form and 
prospectus write tO: Registrar, Centre for Development Studies, Ulloor, 
Trivandrum-695 011. laS date for receipt of completed applications is April 30,1987. 

Director 
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"’mnifiliFloSEr 


For Ofncial Use Only 

Arun Ghosh 


THE other day, a renowned Indian 
economist narrat^ a story of his recent 
experience with a series of senior economic 
advisers and policy-makers in the Indian 
government. This economist was interested 
in seeing a paper written by one of the top 
brass in the echelons of economic advisers 
in the governmoit. He met this worthy 
gentteman, was entertained to several cups 
of coffee a^ a couple of hours of intaresti^ 
gossip, and then referred to another worthy 
in the government. Appointments duly 
made, my informant met the latter, and was 
in turn referred to a third gentleman. This 
game went on for nearly a week, at the end 
of which our professor of economics met an 
important policy-maker in sheer desperation. 
Buy why have you come to me, the last men¬ 
tioned worthy asked. You should go and 
meet Mr X (the first gentleman, whom our 
informant had met in the first instance), 
because he has written the paper. 

Our professor of economics—a volatile 
and temperamental gentleman—exploded. 
What sort of game is this, he asked. He 
fumed and fulminated. 

At this juncture, our policy-maker sud¬ 
denly remembered that the Foid Foundation 
had a copy of tlie paper. So my informant 
marched to the Fbrd Foundation and duly 
obtained a photocopy of the document 
which all the worthies in the government felt 
they could not pass on to a senior professor 
in a centrally run university. But then, such 
is our Official Secrets Act. 

My informant thought the entire incident 
was hilariously funny. He kept repeating that 
it was a good joke. And indeed, it would 
have been so but for the fact that it shows 
up a pathetic aspect of our entire approach 
to official data. While the finance minister 
is prepared to discuss future taxation 
policy—a prerogative of the parliament— 
with the business community, our economic 
policy-makers dare not share with their 
Indian academic colleagues the pros and 
cons of different policy alternatives. 

One could understand the reluctance or 
reticence of government officials to discuss 
policy alternatives with civilians. Unless 
given the cue, thqr dare not discuss matters 
of future policy with non-officials. But the 
same government officials have no hesitation 
in sharing their thoughts with foreign 
institutions. This is the tragic aspect of the. 
story. 

This is not a new dev^opment. Of cmitse 
one is aware of departments of the govern'' 
ment refusing to part whli routine inibrnU'’ 
tion even to other deparfmems. Information 
in government gtyes (lower. Keep back siihple 
information, and no one would be able to 
question you, or your decisions. Make 
information widely available and thg power 


of the bureaucracy would get sharply 
whittled down. Ones actions would begin 
to get questioned; ones inaction would stand 
exposed. That is too dangerous to be 
allowed. But that is motivated withholding 
of information; information is held back so 
that it can be suddenly sprung in a meeting 
to carry your point of view. Inconvenient 
information is to be always held back. There 
is no other reason for secrecy of a lot of data 
available with the government. 

In the case of our economics professor, 
it is not this tyiie of motivated suppression 
of information that we are witnessing. 
Information which is regularly supplied to 
the World Bank or to the IMF cannot be, 
and is not, supplied to Indian scholars. 
Information—simple data—contained in the 
annual economic report of the World Bank 
is not to be found anywhere else. And the 
World Bank’s economic report is under¬ 
standably an internal document not 
available to outsiders. One is not talking of 
the analysis or the views of these institutions; 
one is only talking of the information, the 
statistical data supplied by different depart¬ 
ments or ministries to the IMF or the World 
Bank. And in the present instance, one is 
talking of a policy paper made available to 
a private donor agency, the Ford Founda¬ 
tion, which could not be given to a senior 
professor of economics in an Indian univer¬ 
sity. Apparently, foreign research institutions 
and agencies aic more to be trusted than 
Indian scholars. 

Well, let us forget the policy paper. After 
all, government has today commandeered 
the services of quite a few top ranking 
economists, and it may not be necessary for 
government to seek the advice of outside 
economists. Anyway, neither group is really 
heeded by the policy-maker, so why bother? 

No, we are not discussing economic 
(xjlicies. We are discussing the fetish of 
secrecy in government. The DGTD collects 
informafion on industrial output and 
employment. The information is ‘for official 
use only’. The ministry of agriculture 
organises studies on the cost of cultivation 
of different crops in different parts of the 
country. The information is ‘secret’, and is 
available only to the Commission on Agri- 
cultuial Costs and Prices. Irmight queer th<f 
ptitch in regard to the commission’s recom¬ 
mendations or government decisions thereon 
if the cost of cultivation studies were to 
become anailable to outside economics also. 
Hie C$0 conducts an annual survey of 
industries. The data get published with a 
time lag whltd*. maSus these data thoroughly 
useless fcH' any puiimsa either' policy-making 
or even research, except for some barren 
treatise for a doctoral degree The NSSO col¬ 
lects all manner of data pertaimng to dif¬ 


ferent aspects of the economy. Fortunately, 
of late, some of the broad results are now 
getting published in the Sarvekshana, and 
genuinely interested research workers are 
allowed to have a peep at some of the un¬ 
published data, because the present boss is 
inclined to openness of research data. TTus 
is a somewhat unusual development, and 
who knows whether it would last. The 
de{»rtmeht of company affairs collects all 
manner of data in regard to the operations 
and functioning of the coiporate sector. The 
information is not even tabulated, and lies 
buried in diverse files in the department. 

These are random illustrations. Bike am' 
department of the government; it collects a 
lot of information ‘for administrative 
purposes’. The pity of it is that the infor¬ 
mation is not even used for administrative 
purposes. A quotation from the report of 
the committee on controls and subsidies 
(1979) set up by the ministry of finance; 
would be pertinent in the present context, 
since the factual position has not changed 
even to this day; 

The jute commissioner has recently 
notified that the scheme of licensing will 
come into force in respect of raw jute 
trade... At present, there are approximatdy 
3,500 ‘traders' in raw jute, and they are 
required to send periodic returns in regard 
to their stocks of raw jute. The committee 
is constrained to note that these returns are 
not tabulated... the committee feds that the 
collection of data by government, under 
various orders, without any attempt to 
tabulate such data, is symptomatic of a 
general malaise... 

So, this malaise of not tabulating data col-. 
iected for administrative purposes is quite 
general; it permeates all departmenu. Infor¬ 
mation which is collected is not tabulated. 
Information which is tabulated is not made 
available to anybody outside the govern¬ 
ment, and quite frequently, even to people 
within the government. 

The government spends enormous sums 
of the taxpayer's money to collect informa¬ 
tion, but thereafter the data are not even, 
tabulated; and if tabulated, the information 
remains hidden in some file, inaccessible; 
and soon forgotten. It would not have made' 
any difference if the information had never 
been collected in the first place. 

But why should this be so when modern 
technology has tirade it possible to have • 
relatively inexpentive micro processor in 
each department, indeed, in each office; for; 
quick processing of data? The superfidak. 
reason is that the lower paid siafT are'' 
opposed to computerisation because they are. 
afrmd of losing their jobs. But in fact, they 
need have no such worries. No one in 
government ever loses his job, not ^ause; 
of redundancy anyway. That is not the real 
reason for micro processors not being instal-. 
led in each department. The reason, qtr 
already indicated, is that if information 
presently hidden away in files becora<n 
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widely available, the lowly orricialdom 
would lose its power. 

So, we have these two facets of the pro¬ 
blem of information supply. Fust, there is 
the understandable reluctance of officialdom 
to tabulate any information which would 
erode the authority of lowly officials. That 
is highly objectionable, but this practice 
stems from a somewhat universal human 
weakness, namely, the desire to establish 
one’s superiority over others, sometimes for 
unwarranted personal gain. But the second 
type of withholding of information— 
because of the nature of the Official Secrets 
Act—the denial of information to Indian 
citizens when the same information is freely 
passed on to non-nationals and external 
agencies, reveals a pathetic picture of 
servility, of lack of confidence—why else is 
information on, say, the cost of cultivation 
held back from Indian scholars?—and of a 
brazen insularity from the people, who are 
to be kept in the dark about why certain 
policies are to be adopted. 

Perhaps it would be too much to expect 
that outsiders would be allowed to have a 
peep into the policies under consideration. 
In any case, such decisions have to be taken 
on a balance of diverse considerations. But 
why hold back simple data from unofficial 
commentators, from teachers and research 
workers, even from the representatives of the 
people who are required to debate the 
policies adopted? Part of the reason admit¬ 
tedly is pure inadvertence, and as far as tiie 
goveniment is concerned, reflects the failuie 
of the system. But why should this be 
allowed? The prime minister wants to 
introduce computer training in schools, and 
one gathers that a few select schools have 
already been favoured by the .supply of 
computers. Would it not be proper for the 
government to practice what it preaches? 
Would it be too much to expect that micro 
processors would be installed in every ofFice, 
so that the data compiled for official 
purposes is at least tabulated, processed and 
used for administrative purposes? 

There is no rea.son why once such data are 
compiled and tabulated, they should not be 
made available to all those who may wish 
to use them for economic studies and 
analyses. A basic factor in the growth of 
democratic traditions is awareness and 
intelligent participation by all citizens in 
affairs of the state. How is this to be achieved 
without access to basic information? 

One reason why data are frequently 
withheld from the public is their lack (d con¬ 
sistency with other official data. Indeed, this 
is quite a common occurrence. But doe.s 
anybody realise that no improveraipni in data 
would be possible without .such iuconsi.vtcn- 
cies being thrown up for public viewing? 
That in an underdeveloped economy, there 
is every reason to expect large di.vcrcpancies 
to arise in the data compiled by different 
authorities on the same subject? It is only 


when such contradictions are exposed to 
public view that research workers can go over 
them, look into the reasons for the di.scre- 
pancies and assess the reliability of one or 
the other of the available estimates. 

Perhaps one illustration should suffice. 
Over long years, there have been observed 
wide divergencies between the estimates of 
private consumption expendituic as given 
by the National Sample Survey and the 
National Accounts Statistics. These diver¬ 
gences have been commented upon by many 
experts in the past, but no systematic 
attempt had been made in all these years to 
put the two sets of estimates on a com¬ 
parable basis, in fact, even though the two 
sets of estimates are prepared by two 
agencies under the same ministry, this simple 
comparison had not been attempted. The 
only reason one can think of is the icluc- 
tance of any agency of the govcinment to 
even consider the possibility t)f any error in 
the estimates piepared by it. All ageiicics 
hold their figures as vacrosaiici, mid icluse 
to even talk to each other, in this instaiKc, 
an attempt was made vciy lecemly to get 
them to sit logcthei and to ai'cmpt a com¬ 
parison in lespcct ol some 200 items oi 
goods and services into which their estimates 
could be disaggregated. The icsults, one is 
glad to say, have been heart warming. Boili 
agcneies have come to iecogni.se and to 
accept the patent crrois in diverse segments, 
and both arc now attempting to cot reel their 
respective estimational errors. The fact that 
the two sets of estimates are not strictly 
comparable—both because of diffctcnces in 
the lefercnce periods of the two sets of 
estimates, and beeau.se of conceptual 


differences—has also been established, and 
the degree of differences arising therefrom 
quantiried, so that there is better general 
understanding of the precise scope and 
coverage of the two sets of estimates. In this 
endeavoui, not only the two organisations 
involved but also a number of outside 
research workers participated fully. This is 
all to the gotid, and such constructive cl forts 
can only help to improve our data base for 
the future, a.v also remove misunderstanding 
as to the reasons for divergences between the 
diflerent estimates. 

What is the le.sson this attempt has foi us? 
It is clear that there is no case for secrecy 
in regard to tlic bulk uf the data available 
with the goveniment, much of which lies 
biiiicd today in the t'ile.s of various depan- 
niiMits. Iiiloimation should be freely avail¬ 
able I here IS a totally unnecessary anil 
uiiMisiil'i.ihlc attempt to treat all or most 
data as sceiet, sonieimies for ilic most 
ahsiiid reasons, We have a tendency to keep 
oui own people in igiioi.incc. The iiifoniia 
non .^ssldlloll^lv iieaied as s-'crci is available 
to oiitsidei'. 1 his extends even to iltc Siiivev 
ot Ind. 1 maps for areas i’i.aicd .as sctisitivi, 
these maps arc denied even, to goveimiienl 
dcpailmcni.s, even as they arc liecly available 
loi sale in the strecis of 1 ondoii fheic is 
lod.iv MO secu'cy in leetiid lo economic 
stalisMcs iiisofai as iiiiei nanoiiai instilulions 
(like ihc Woi Id Hank .iiid Mic IMl) arc con 
ccined I he same dam aic Heated as secret 
I'oi om own scholars. 

Can one hope that the coiieoined am ho 
iitics would see leasoii and uive up the 
voodoo of sccreev in legaid lo l.icis, lo 
simple daia? 
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Performance of Indian 
‘Joint Ventures’ Abroad 

A Correspondent 


EVl,K^ 1IME the commerce ministry 
lelcascs a new list of ‘joint ventures’ (JVs) 
abroad or a question pertaining to Indian 
firms abroad is answered in parliament, 
HI tides appear in the press calling attention 
to the poor pcrlotritancc of Indian JVs. 
Most of these wrtiings infer the ‘poor’ per¬ 
formance of JVs from two bits of evidence— 
the large nunibei ‘abandoned’ units, and 
poor tepatriatrons tn the form of dividends, 
technical fees, etc, to India. I hese infeienees 
ate nfisleading for a number of reasons. The 
journalist is forced to rely on the occasional 
publications and 'studie.s' of the Indian 
Invcstmcni Centre These arc cstremclv 
sketchy, and the ambiguous and ill delined 
categories used preclude any rcatly use of 
ilicse sources, l-'or instance, the ‘abandonco’ 
units actually include mcic approvals 
gianted but not taken up foi implemenia- 
tion, and as such ha\c nothing to do with 
the failure of JVs. 

The fact ot poor icpatrialions to India 
docs not nccessaiil) rdlcci the poor jicrfor- 
inaitsc ol JVs. (liven the highiv lestiiclivc 
esi iiange regime whs should any entrepre- 
neui 'firm bring back any lorcigii exchange 
even when piofils aie being earned'.' Alter 
all. there is nothing illegal in not declaring 
dividends; in any ca.se the government of 
India cannot liave control over a company 
registered clsewheie. It can at best only apply 
‘pressures' of various sorts. But in an at¬ 
mosphere in which business has been quick 
lo use the courts and the press to nip in the 
bud extra-legal attempts at control by the 
goveinmcni, 'persuasion' by the government 
has little significance. We do observe that 
iherc IS little or no correlation between 
icpatriaticns and performance for profit 
making fiinis. 

More importantly, almost all the writings 
on direct foreign imestments have not shown 
any awareness of an important category ol 
firms abroad--ihe .so-called ‘subsidiaries'. 
Thcic seems to be a great reluctance to even 
acknowledge theii existence on the part of 
the government. Is it because the govern¬ 
ment, given its rhetoric on South-South co- 
opciaiion needs to underplay the activities 
of the ‘subsidiaries’, since they can evoke the 
antipathy that multinationals do? I’erhaps 
•so, since the government has never been tired 
ol stiessing.ihe joint vemuie aspect of 
Indian direct investments. 

But ‘subsidiai ies’ can no longer be ig¬ 
nored. Firstly, there is no conceptual basis 
for the artificial categorisation of firms 
abroad. There are many so-called JVs which 
are Indian majority owned, and some are 
even tOO per cent Indian owned. Most are 
in any case controlled by Indians, directly 


or in conjunction with ‘benanii’ fitms and 
associates abroad. Secondly, there were 
about 250 ‘subsidiaries’ circa 1983, a number 
large enough lo warrant attention. The 
number of JV.s was also of the same order. 
221 by the end of 1982. The investment in 
these ‘subsidiaiies' may vciy roughly be 
placed at about Rs 35 crore by way of equity 
shaie capital and about Rs 100 ciore in all 
if the retained earnings an: also included. In 
comparison, the investment in JVs by way 
of etjuiiy share capital may be placed at 
about Rs 137 crore. circa 1982, with retained 
earnings adding another Rs 18 crore or so. 

It is gencr.'illy true that ‘subsidiaries; are 
mostly ti.tding, investment, and consultancy 
linns abio.id .1 Vs aic picdominaiitly manu 
l. ciiiiing tiinis, bill do include liims in the 
seiviics sector. Mo'cover there are sevcial 
ntjmilaciuniig viibsidiaries. Thus the Bom- 
b.iv UtiiMi.ili liMilingCorpoiaiioii had sub 
suliaiic> abioad which in turn hud large- in- 
Icicsts 111 iiiiibci and iiibbcr plantuiions in 
Malay si;t and Indivncsia. Shaw Wallace and 
e onip.iii;. has niou iliaii 1(1 lirms abioad, 
eight ot which aic in mannluctiijiiig In 
othci words the dislnictieui between ‘sub 
sidiarics' anil ‘JVV is iioi at all clcai. The 
laci of iheii separate categoiies relleets an 
udmmistraiive insensiiivcness to latioiialisa- 
lion of its functions. 

fioin whatevei hi tic data one can mar¬ 
shall by scanning the annual reports of 
various Indian companies, tlic ‘subsidiaries' 
as a whole are highly profitable. Their 
re.scrvc/equity share capital ratio exceeded 2, 
and the piofit after lax/nctwoiih ratio ex¬ 
ceeded 11 per coin for the year 1982-83. 
Nevertheless, thcii icpatriations to India 
have been extiemcly poor, clearly pointing 
to the stiong tendency of keeping faiuK 
abroad raihct than bunging them back to 
India. 

large expoit house belonging to a large 
business house vvas permitted by the govern¬ 
ment of India to set up a ‘joint venture’ 
(actually a 98 per cent Indian oWn<*d film) 
in Zambia so as to facilitate exports Irom 
India. For the first two years, the Zambian 
unit s'howed losses which were apparently 
only oook losses; the losses of the Zambian 
unit vverc being realised as profits in 
Swii/erlaiid in another subsidiary ol the 
same large business house. Apparently, this 
was done by routing the exports Irom India 
through the Swiss firm. This is in no way 
an isolated story. The great majority of ‘sub¬ 
sidiaries' operate as commission agent.s for 
the trade ol their affiliated firms. Appiovals 
arc granted to such firms with the fond ho|X‘ 
that they can step up the ,pxport of goods 
from India. This is undoubtedly true in 


theory, but in piactice hardly any of the ’sub¬ 
sidiaries’ (or the JVs) have set up anything 
like distribution or marketing channels 
abroad. Most ot theii .surplus funds are kept 
liquid, or are lucked up in controlling invest¬ 
ments in other companies including manu¬ 
facturing JVs in the l.fK's Nearly ail the 
leading business houses have ‘subsidiaries’— 
official and unofficial. Thus, from the 
annual reports of Indian firms alone, we can 
infer that the Birlas and the Tatas have over 
five fully owned firms abroad. 

In a rather unique case, a foreign con¬ 
trolled rupee company manufacturing trac 
tors in India bought up a stake in its prin¬ 
cipal in West Germany. Earlier, it had been 
managing its principal which had gone sick. 
This case had been hailed widely as an in¬ 
stance of reverse transfer of technology, as 
evidence of Indian management having 
come of age. etc. Soon the principal went 
bankrupt but only alter the government had 
approved a ‘loan’ to the foreign firm by its 
Indian affiliate of a sum exceeding DM 5 
million in foreign exchange to be treated as 
equity investments without any security. The 
party claimed that titey were absolutely 
sincere m their attempts to revive their sick 
principal, but they failed since the circum¬ 
stances took a turn beyond their control. 
Perhaps so, but then there was no thorough 
cnquiiy into the matter. 

In anothei case, un Indian firm based in 
Western India invested in Malaysia to pro¬ 
duce finished gears (for export), based on 
expoii.s of gear blanks from India. The 
Malaysian upcr.itions showed ‘los.ses’ (which 
sometimes exceeded ihe sales reali.sation!) 
foi about three years, when they publicly 
claimed that their Malaysian operations had 
won an international export award. The in¬ 
vestigations by Ihe Malaysian -officials 
set:med to indicate that the firm was engaged 
in large scale invoice manipulation .so as to 
icali.se the surplus earned in Malaysia (and 
perhaps also in India) m one of the West 
European countries. Simultaneously, the 
firm was caught in excise and customs mani¬ 
pulations in India. The point that we would 
like to establish (besides calling aitention'to 
the prevalent tendency to use firms abroad 
us a conduit to transfer funds abroad) is that 
in some cases tho performance, as revealed 
by the annual reports, could be a distortion 
of the tiue picture. 

Nevertheless, some unpublished studies by 
the author show that on an average, the per¬ 
formance of JVs has (riily been quite poor 
and far below the expectations with which 
they had been set up. But the average per¬ 
formance hides much variation. Some firms, 
particularly the laigcr ones in process in¬ 
dustries, have been extremely successful. In 
this category arc the large palm oil refining 
firms in Malaysia, P T Ispat Indo manufac¬ 
turing steel rods in Indonesia, three viscose 
fibre plants in Indonesia and Thailand, two 
large paper plants in Thailand and Kenya, 
a large carbon black plant in Thailand, a 



large asbestos products plant in Nigeria and 
nearly all the textile plants, with the notable 
exception of Indo Malaysia Textiles. This 
large textile plant of the Birlas was set up 
to manufacture a wide range of premium 
textiles. Its failure can be attributed to the 
lack of the necesstiry protection in Malaysia. 
Indeed, in this case the orgmally promised 
tariff protection never came through. 

Most failures have been in the engineering 
.industry. The engineering firms have shown 
extremely poor performance, with consistent 
losses to the extent of 10 per cent of net- 
worth for a number of years. With a few ex¬ 
ceptions, the poor performance in this .sector 
has a clear economic basis. Indian firms in- 
ve.stcd abroad in countries like Indonesia, 
Malaysia, Thailand and Kenya, attracted by 
the prospects of import substitution in these 
markets. The fundamental difference bci- 
ween Indian direct investment in these 
countries and direct investment from the 
advanced capitalist countries is that, in large 
majority of cases, Indian firms did not have 
a prior cxpoil market to protect. Indeed, 
Indian investments had the functional role 
of penetrating into these markets, displacing 
imports from other countries, mainly the ad¬ 
vanced capitalist counliics. But protective 
tariffs in these countries was never as high 
or as consistent as in India. As .some of these 
countries, particularlv Malaysia and Indone¬ 
sia, moved towards a freei tiade regime, 
Indian firms were left high and dry. Given the 
small si/e of the market in these countries, 
•ariffs are essential for domc.stic production. 
Indeed, a high propensity for Indian firms 
to invest rather than to expoi t emerges from 
a basic adaptation to small markets, with 
simultaneous saturation of the small home' 
market. 

The problem is compounded by the 
government's unimaginative policies towards 
exports. The terms of credit for Indian 
exports are woefully inadequate in com¬ 
parison to credits provided by Japan. Indian 
exports also face other disadvantages arising 
from bureaucratic hurdles. Therefore, direct 
investments have been used by Indian firms 
as the next best option in expanding their 
overall size of operations. The success of the 
palm oil ventures in Malaysia stem from the 
fact that they are independent of the size of 
the local markets. The viscose fibre plants 
in Thailand and Indonesia are again fairly 
large plants and together cater to the entire 
domestic market and arc well protected from 
imports. Besides, in Thailand the Birla unit 
has the benefit of export .subsidies. Tlic large 
paper plants in Nigeria and Thailand do not 
suffer from the di.scconomies of small scale 
production. Indeed, the one small paper 
plant in Indonesia could not withstand com¬ 
petition resulting from devaluation coupled 
with a lower import tariff in the 1980$. 

The low foreign exchange earnings of 
Indian JVs has been the principal focus in 
both government papers and in journalistic 
writings. This is only natural given the 
restrictive exchange regime But the obses¬ 
sion with foreign exchange had led to a 


neglect of the more important issues; multi- 
nationalisation of Indian business, advan¬ 
tages and disadvantages of collaboration 
with advanced country firms, iriternationai 
sub-contracting, exports vs direct invest¬ 
ment, etc. 

Direct foreign investment has already 
reached large proportions relative to foreign 
direct investments into India and domestic, 
private, direct investment. The OECD esti¬ 
mates of foreign investment in India for the 
period 1978-1982 was only about three times 
the outflow of investments from India. In 


THE South Indian History Congress, 
irronically also known among many of its 
senior members as the anti-marxist, anti- 
secular, and anti-history congress, is an 
academic body founded in 1979 for the pro¬ 
motion of research on south Indian history. 
But, its seventh annual session organised at 
the Madras Museum from January 9 to 11. 
1987, by the Department of Indian History 
and the Departments of Ancient History 
and Archeology of the Madras University, 
belied all hopes and betrayed in broad 
daylight the speedy degeneration of history 
teaching and research in the south Indian 
colleges and universities. 

In his inaugural mumbo-jumbo, the local 
secretary of the Congress, C E Ramachan- 
dnin (professor and head, department of 
Indian history, Madras University) mouthed 
vacuously, what he ignorantly described as 
saptaraga, for the seventh time and as on all 
the earlier six occasions, the concern for 
shifting the emphasis of historical research 
from the Ganga to the Cauvery. The star 
attraction of the show of the first day was, 
however, the ‘crown-prince’ of the Arcot 
Nawab family, who graced the occasion by 
his stony-silence as though he himself was 
a page come alive from Carnatic history. He 
was there to unveil' the photograph of 
K K Pillay who, for his ‘monumental work’ 
on the Ibmils, was unwittingly described by 
one of the speakers as the Develyan of south 
India’. As though meeting his own n^esis, 
the unveiled Pillay had to remain a mute 
witness to the tamasha of all the three days. 

The presidential address by V M Reddi, 
intended to set the tone of the deliberations 
of the three days, itself was a total aberra¬ 
tion. Samples: “He was given the semi- 
divine ascription ‘Mandavamuni’, and the 
children of the commuoality of the time 
were named after.him as ‘Munrolappa’. “In 
Tirumala, the ab^e of Lord Venkatesware. 
one of the food offerings to the deity is made 
daily in his name as ‘Munro Ikdigai* ’’, and 
so on. The address, ‘Munro in Ceded 
Districts’, an incoherent elegy on Thomas 
Munro, betrayed the author’s eurocentrtun 


terms of new asseu created abroad over 
which Indians haw control, thein^tment 
from India amounted to rfeariy a fifth of 
home investments Iqt the private emporate 
sector in medium and large-scale units. It is 
high time a policy towards foreign invest¬ 
ment from India consistent with other 
policir'! _..u with planning (or whatever little 
remains of it) is adopted. A national debate 
is necessary, but what kind of national 
debate can take place when the government 
has chosen to hide all the information which 
it has accumulated. 


and blissful ignorance of both the misery 
inflicted on south Indian society by the 
much-talked about ryotwari system, and the 
recent attempts by historians like Burton 
Steiivto understand the Munro-phenomenon 
better. 

The congress of the three days, divided 
into the four overlapping sections of politic al 
history, socio-economic history, ..ultiiral 
history and historiography, comprised .t- 
participants an assortment of as mam .-ri 
500 MA, M Phil, and PhD studenss. rind col¬ 
lege and university teachers ot souih India; 
and as many as 125 papers were presented. 

The papers were mostly on thcme.s either 
too disparate as to be meaningfully discussed 
in any of the foiii se,.’',)ns, or too vague and 
hackneyed as to be of any academic and 
social significance. Samples: Section 1— 
‘Bhaskara Setupati, the diarist’; ‘Karuvur— 
the capital of the Cheras’; ‘Buckingham 
Canal Project’; ‘the Ummathur Chiefs in 
Kongu country (1446-1517, AD)’; ‘Armenians 
in Madras’; ‘Jawaharlal Nehru’s Indepen¬ 
dence Resolution in the Madras Congress of 
1927’; and ‘Tamil agitation of 1947-49’. 
Section 2—Origin of the Indian Bank’; 
‘Urbanity of Tribhuvani’; ‘Angadi under the 
Imperial Cholas’; ‘The significance of 
Pattadai’: ‘Dansport in the Sangham Age*; 
‘Imporunce attached to Dimbula and 
Ibrnbuligas during Hoysala period’; and 
‘The dynamism of castes in Ikmil Nadu’. 
Section 3—“The original script of Thmil 
language’; ‘The Linga cult in the Dunil coun¬ 
try’; ‘Thntricism in the cult of Jagannath’; 
‘Tirumular and Thmil culture ‘South 
Indian contacts in ancient America’; and 
‘Maradharshana in Andhra sculpture’. 
Section 4—lA plea for the history of ideas 
in the 'bmil country’;, ’Historiographic 
grains in ancient 'Qunil liteiatute’: tnd 
‘Materialism and history’. 

With as many as 42 papers in the first 
section, 39 in the second, 37 in the third, and 
seven in the fourth and with the lamentable 
inability of most of the partidiMmts to 
attmpt eva a summary presentation, all the 
four sections oh all the three dio« were 
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interpretation. These inciude K G Vasan- 
thamadhava’s ‘Stanikas and thetf historical 
impottance^a fresh assessment of the 
historical role of temple triistees/managers 
in Karnataka, with the help of epigraphic 
evidence; Ramachandro Mistro’s 'Oddissi 
Dance: A historical study—a study in one 
of the neglected areas of cultural history; 
Bhanumathi Santhanam's nfhmsport in the 
Sangam Aget-on the infrastructural system 
in a pastoral society; and G Rajendran and 
Badrinarayanan's ‘Dislocations and experi¬ 
ments in Madras agriculture during the inter¬ 
war period’—on the state of agriculture in 
an age of dislocations and experiments. 

Most of the remaining papers were of 
poor quality due to several factors such as 
lack of perspective, methodology, understan¬ 
ding of the research tools of other disci¬ 
plines, and of grounding in the anciilaries 
of history such as numismatics, palaeon¬ 
tology, and philology; inability to raise ap¬ 
propriate questions; parochialism; penchant 
for hero-worship; and above all, politics of 
teaching and research; all of which toll the 
bell for most of the history departments in 
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the south Indian colleges and universities. 
In this category were, however, a couple of 
papers whose contributors are otherwise 
known for academic competence at least in 
a limited sense Of them the most dirappoin- 
ting was Dharma Kumar's 'Caste and Class: 
Some new work on agricultural labour', 
which was intended to initiate a symposium 
on ‘Class and Caste in south Indian society’. 
As both the paper and its presentation 
betrayed Dharma Kumar's penchant for go¬ 
ing off at a tangent, it made the symposium 
a damp-squib. 

To conclude, the hollowness and futility 
of the seventh session of the South Indian 
History Congress clearly showed how an 
organisation meant to lead scholars of south 
Indian history to better light is itself grop- 
ing in the dark and proving to be the death¬ 
trap of history, historians and historical 
research. It also showed the futility of fun¬ 
ding large mclas, especially the present one 
which was nothing but a disingenuous at¬ 
tempt to rebuild (he edifice of a new south 
Indian history from the shallow waters of 
the Cauvery. 


Development Boards and the Governor 

S V Kogekar 


merely a hasty raadinjg dot 
already mimeographed and circuited, 
without so much as an attempt at any 
deliberation. However, considering the 
dismal standard of most of the papers, 
absence of any deliberation should only be 
seen as a blessing in disguise. 

Of the papers only very few are worth not¬ 
ing for their quality. Of them, R Champaka- 
lakshmi’s “Historiography of South India: 
New Directions’’ was undoubtedly the best. 
It surveyed in detail the trends, past and 
present, in south Indian historiogrsqthy: The 
assumptions, stereotypes, and flaws, 
especially the lack of conceptual and 
integrated frameworks and sophisticated 
methodology, and the signiHcant strands in 
the conventional/traditional historiography; 
the challenge to this approach by the 
American team led by Burton Stein; the 
significance, limitations and criticisms of 
their approach; the salutary effects of the 
work of the Japanese-Indian team led by 
Karashima; and so on. 

Closely related to Champakalakshmi's 
contribution was MGS Narayanan’s short 
paper “A critique of the ‘History of South 
India’, and a proposal for a new conceptual 
frame". It was an attempt to re-examine the 
pionneering work by Nilakanta Sastri, 
confining to questions of general frame¬ 
work, structure and a few related issues 
and to bring together the results of the 
recent researches by scholars like Stein and 
Karashima. in the light of these results and 
after eliminating the distortions which had 
crept into Sastri’s pioneering work, it also 
proposed’ a broad framework for a new 
general history of Ihmilakam in pre-modern 
times. 

Among the other few papers worth men¬ 
tioning for their quality, Sayed Azam’s 
“Kalyana inscription of Muhammad-bin- 
Tughlaq: A historical interpretation”, was a 
bold attempt to show how some scholars 
have misinterpreted this inscription to 
attribute anti-Hindu policy to certain 
Muslim rulers in Karnataka. K K N Kurup’s 
“Struggles for people’s democracy: 1948-SO’’, 
was an impoitant attempt to document with 
archival data the failure of the communist 
movement because of the failure of the 
‘Calcutta thesis’ as a historical assessment. 
Sebastian Joseph’s “Territoriality, caste and 
peasant consciousness: A study of the 19th 
century Mysore^' was an interesting attempt 
to study the objective formation and mobili¬ 
sation of the peasant population with a 
distinct class identity in a historical situa¬ 
tion of momentary explosion. It also ex¬ 
amined the question of peasant conscious¬ 
ness in terms of its relationship with ter¬ 
ritoriality and caste consciousness. Finally, 
Rajan Gurukkal's “Economy and polity in 
ancient south India: Main trends in historio¬ 
graphy” was a plea for replacing conven¬ 
tional historiography with an integrated ap¬ 
proach taking into account the conceptual 
tools and sophisticated methods from other 
disciplines as well. 

Though mediocre a few other papers held 
out tome promise given proper analyas and 


THE propobal for the establishment of 
separate development boards for Vidarbha, 
Marathwada and the rest of Maharashtra 
has given rise to a controversy as to the role 
and powers of the governor in relation to 
such boards. One view is that the establish¬ 
ment of these boards under article 371(2) of 
the constitution would place wide powers in 
the hands of the state governor in exercise 
of which he will be able to flout the advice 
of his council of ministers. This will be 
contrary to the working of the parliamen¬ 
tary system of government adopted under 
our constitution. In opposition to this view 
it has been contended that since the esta¬ 
blishment of these boards has been unani¬ 
mously recommended by both houses of the 
state legislature, to raise a constitutional 
controversy over it at this stage is merely an 
excuse to flout the duly expressed will of the 
legislature. 

In order to understand the extent to which 
either of these views is tenable it is necessary 
to know what article 371(2) of the constitu¬ 
tion actually states. The following is the text 
of that article: 

Notwithstanding anything in this constitu¬ 
tion, the president may by order made with 
respect to the state of Maharashtra or 
Gujarat, provide for any special respon¬ 
sibility of the governor for 

(a) the establishmoit of separate develop¬ 
ment boards for Vidarbha, Marathwa^ 
and the rest of Maharashtra or, as the 
case may be, Sautashtra, Kutch and the 
rest of Gujarat with the provision that 
a report on the working of each of these 
boaids will be placed each year before 
the state legislative assembly; 

(b) the equitable aUooation of funds for 


developmental expenditure over the said 
areas, subject to the requirements of the 
state as a whole; and 

(c) an equitable arrangement providing 
adequate facilities for technical educa¬ 
tion and vocational training, and 
adequate opportunities for employment 
in services under the control of the state 
government, in respect of ail the said 
areas, subject to the requirements of the 
state as a whole. 

The pertinent question arising out of this 
article is as to the meaning of the expres¬ 
sion “special responsibility of the governor”. 
We must go back to the pre-independence 
Government of India Act, I93S, from which 
the expression has been borrowed by the 
makers of our constitution in order to 
understand its meaning. Under that act the 
actions of the governor of a province fdl into 
three categories, viz, (1) actions uken in 
accordance with the advice of his council of 
ministers, (2) actions taken in his individual 
judgment, and (3) actions taken in his discre¬ 
tion. For the first category, the responsibility 
was that of the ministers who would be 
accountable to the provincial legislature: In 
respect of the second category the governor 
would consider the advice of the ministers 
but was not bound to act according to it and 
the decision concerned would be his own. 
As regards the third category, he was not 
required even to ask for ministerial advice 
and could act on his own. But that did not 
mean that the governor was not accountable 
to anyone in respect of the second and third 
categories of action. The act laid down that 
in such actions he would be under the 
general control of the governor-general and 
comply with such directions as may be given 
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by the latter in his discretion. The governor- 
general was in turn similarly subject to the 
authority of the secretary of state who was 
accountable to the British parliament. 

Among the special responsibilities of the 
governor were such matters as the preven¬ 
tion of any grave menace to the peace or 
tranquillity of the province; the safeguarding 
of the legitimate interests of minorities, etc. 
Actions in his discretion included the choice 
of ministers, allocation of business among 
them, summoning of the provincial legisla¬ 
ture and dissolution of the legislative 
assembly, etc 

Such special powers of governors (and 
also of the governor-general) were an ex¬ 
tremely unpopular feature of the act of 193S. 
They made a mockery of the principle of 
ministerial responsibility and constituted a 
grave encroachment on the functions and 
powers of the legislature 

The framers of our constitution theicfore 
saw to it that in the normal functioning of 
government no special powers would be con¬ 
ferred on the governors of stales. Even where 
there was a breakdown of the constitution 
of the state, all that the governor could do 
was to make a report to the president to that 
effect. It was left to the president, acting on 
the advice of the central council of ministers, 
to take over the functions of the government 
of the slate, and to parliament to exercise 
the powers of the slate legislature. 

The discretionary powers of the governor, 
if any, were virtually confined to the choice 
of the chief minister of the stale and to 
making a report to the president as mention 
ed above, in appropriate circumstances. In 
all other matters the governor was required 
to act in accordance with the advice of his 
council of ministers. 

But there were a few exceptions. They 
related primarily to the administration of 
tribal areas in the north eastern states. For 
instance, para 9(2) of the Sixth Schedule of 
the constitution confers on the governor of 
Assam and Meghalaya the power to deter¬ 
mine in his disciviion the amount of 
royalties on minerals payable to the district 
council in case there is a dispute regarding 
the share of such council. 

However, with the reorganisation of states 
which brought together in certain states, 
regions which were formerly parts of dif¬ 
ferent states and at varying levels of econo¬ 
mic development, it was felt necessary to 
provide for constitutional safeguards to allay 
the apprehensions of these regions that they 
may not get a fair deal under the normal 
functioning of the democratic system. 
Similarly special provisions were required to 
be made in respect of areas newly given the 
status of states and brought within the 
framework of parliamentary democracy. 

The iastrument chosen for providing such 
safeguards was that of investing the governor 
with special responsibility in certain matters 
within the purview of the state government 
and render him free to act irrespective of 
ministerial advice. The constitution was 
accordingly amended from time to time to 
give effect to this arrangement. 


It will be SMn from article 371(2) quoted 
above that the precise nature of the powers 
of the governor under his special respon¬ 
sibility is left to be determiired by a presiden¬ 
tial order. But article 37iA(l)(b) which con¬ 
fers on the governor of Nagaland special 
responsibility with respect to law and order 
in that state; li^s down that “in the discharge 
of his functions in relation thoeto the gover¬ 
nor shall, after consulting the council of 
ministers, exercise his individual judgment 
as to the action to be taken’*. If any ques¬ 
tion arises whether in any matter the gover¬ 
nor is required to act in the exereise of his 
individuid judgment, the article lays down 
that “the decision of the governor in his 
discretion shall be final”. Yet another varia¬ 
tion of the nature of the governor’s powers 
is adopted under article 371 F(g) in respect 
of the state of Sikkim where the governor 
has “special responsibility for peace and for 
an equitable arrangement for ensuring the 
social and economic advancement of dif¬ 
ferent sections of the population” of the 
state. There the governor “shall, subject to 
such directions as the president may. from 
time to time deem fit to issue, act in his 
discretion”. 

It is therefore quite reasoneble to infer 
from these instances that whether the gover¬ 
nor is called upon to act in his individual 
judgment or in his di.scretion, he is clearly 
not expected to be bound to act in accor¬ 
dance with the advice of his council of 
ministers which is collectively responsible to 
the state legislative assembly. The establish¬ 
ment of development boards under article 
371(2) and their functioning would, to the 
extent to which any special responsibility is 
vested in the goyernor, be outside the opera¬ 
tion of the normal democratic process. If it 
was to remain within that process there 
would have been no need to provide for any 
special responsibility of the governor in that 
matter. Without invoking article 371(2’ 
it is open to the state government at any 
time to constitute such boards by suitable 
legislation. 

In demanding the setting up of these 
boards under article 371(2), the legislature 
of the state is apparently willing to let the 
governor act in his individual judgment or 
in his discretion, in either case, overriding 
ministerial advice. But unlike the position 
under the Government of India Act, 1935, 
the governor under our constitution is not 
subject to any higher autliority in the exercise 
of his individual judgment or discretion, ex¬ 
cept perhaps where, as in the case of Sikkim 
cited above, his action is made specifically 
subject to directions received from the presi¬ 
dent. This view has been elaborated at length 
by no less a person than the present union 
law minister. In his Rajendra Prasad 
Memorial Lectures published under the title 
‘Role of Go'/ernors in the Emerging Pattern 
of Centre-State Relations', Ashoke Sen has 
been at great pains to emphasise that the 
governor is an authority under the constitu¬ 
tion which clearly demarcates the area of his 
function. According to Sen it will be an im¬ 


proper exer^se of his consUtutlonal powers 
if the governor acts under the direction of 
the central government. 

Assuming this to be the correct constitu¬ 
tional position, where the governor is given 
a special responsibility he must be presumed 
to be acting according to his conscience 
alone, when he does not follow the advice 
of his council of ministers. In other words, 
he must rise above party, political or .social 
pressures in taking his decisions. Can any 
one say with confidence that, barring rare 
exceptions, we have been able to secure as 
governors persons who could answer to the 
above description during all these years since 
the republican constitution was inaugurated? 
How far then is the confidence of the peo¬ 
ple of various regions in the state in getting 
a fair deal through the decisions of the 
governor justified in the light of this 
experience? 

But let us took at the problem in another 
way. let us assume that the governor is in 
fact, though perhaps not in law, an agent of 
the president, which means, in effect, ot the 
central government. Then by imposing a 
.special responsibility on the governor in any 
matter relating to a state, we are virtually 
substituting the authority of the central 
government for that of the state government. 
Apart from the violence th'is does to the 
autonomy of the slate, is there a guarantee 
that the decisions of the central government 
in the matter of regional development will 
be less biased by party or political considera¬ 
tions than those of the state governmeru'' 

I'he question is whether all these con¬ 
siderations were present in the minds of the 
legislators when they voted unanimously for 
the establishment of separate development 
boards under article 371(2), or whether in 
doing so they were so far carried away by 
sentiment as to surrender their own autho¬ 
rity to the governor or to the central 
government. 

One last point, it may be suggested that 
it will still be possible to retain the authority 
of the state government and legislature in¬ 
tact by suitably wording the presidential 
order setting up the boards. This can only 
happen if under the presidential order the 
boards are made to function under the 
supervision, direction and control of the 
state government. But then why follow such 
a circuitous route for setting up the boards? 
Why not prevail upon the state government 
to set up these boards under an act of the 
state legislature, and if it proves recalcitrant 
throw out all demands for grants with the 
same unanimity with which the demand for 
the boards under article 371(2) was passed? 
Or is the legislature merely being candid 
about its own incapacity, though it has the 
powers, to give a fair and equitable deal to 
the different regions of the state as regards 
development expenditure, educational facili¬ 
ties and onployment opportunities? ftrhaps 
this muy prove to be a Ht case for what 
Rousseau described as being “forced to be 
free”. 
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Philippine Currents and Prospects 

Jose Ma Sison 


I 

Nature and Crisis of 
Philippine Society 

TO comprehend the main political currents 
and prospects of the Philippines, it is 
necessary to have a bit of background on the 
nature of Philippine society and the chronic 
socio-economic and political crisis that 
afflicts it. 

The society is semi-colonial. After impos¬ 
ing direct colonial rule from the beginning 
of the century, the United States granted 
only nominal independence to the country 
in 1946 but continued to exercise indirect 
colonial rule through unequal treaties, 
agreements and arrangements. 

The society is semi-feudal. Since the 
beginning of its domination of the Philip¬ 
pines, the US has imposed monopoly capita¬ 
lism on domestic feudalism and transformed 
the feudal society of the 19th century into 
the semi-feudal society of the 20th century. 

US monopoly capitalism or imperialism 
did away with the system of sheer colonial 
plunder run by an old type of colonialism, 
that of Spain, and exported surplus capital 
to the Philippines to expand agricultural pro¬ 
duction for export as well as mineral ore pro¬ 
duction for the same purpose. 

The t'xpansioti of raw material production 
for export and the unequal exchange of 
Philippine raw material exports (mainly 
agricultural) and foicign manufactured 
imports have raked in super profits for the 
US and spawned a native and permanent 
resident comprador big bourgeoisie. 

This class is at the peak of the social .struc¬ 
ture and determine the semi-feudal character 
of the economy. Though relegated to a lesser 
position as an exploiting class, the landlord 
class remains powerful and widespread, 
especially outside of the large commercial 
cities. The big compradors in the cities are 
often big landlords in the countryside. 

These exploiting classes are mere fractions 
of one per cent of the Philippine population. 
They appropriate the surplus product 
created by the basic exploited classes—the 
proletariat and the peasantry, which are 
respectively 15 and 75 per cent of the 
population. 

The intermediate social strata arc the 
middle bourgeoisie which comprises about 
one per cent of the population and the urban 
petty bourgeoisie, eight per cctit or evcti less 
because of the erosive effect of intensified 
socio-economic crisis. 

Semi-feudal Philippine society, be it 
during the colonial or the semi-colonial 
phase of the US domination, has always 
been in a state of chronic crisis. l\vo 
monsters, foreign monopoly capitalism and 


domestic feudalism continue to suck the 
blood of the working people. 

Exploitation is done under conditions of 
ever increasing surplus labour which cannot 
be absorbed by an economy that is basical¬ 
ly agrarian and pre-industrial, having some 
negligible light industry dependent on im¬ 
ported equipment and raw materials but ab¬ 
solutely without such fundamentals of 
modern industry as enterprises producing 
basic metals, basic chemicals and capital 
goods. 

In the many decades since the start of US 
domination, spontaneous peasant resettle¬ 
ment in the land frontier had served to 
relieve the land problem and absorb surplus 
labour. But towards the end of the 1960s, the 
land frontier had been exhausted. The pro¬ 
cess of land accumulation by landlords, 
government officials and agricorporations 
overtook the poor settlers and dispossessed 
them of tillable public land. 

Old and new settlements all over the coun¬ 
try turned ripe for peasant war. The token¬ 
istic and fake land reform programmes of 
the big comprador-landlord government 
could not .solve but on the contrary ag¬ 
gravated the land problem. 

Throughout the 1960s, the US pushed in 
the Philippines an absurd policy of dis¬ 
couraging local industrialisation and assail¬ 
ing even those import-dependent light in¬ 
dustries established in the 1950s. So every 
outlet for surplus labour would be blocked. 

At the same time, the agricultural and 
extractive export products of the Philippines 
were getting a beating in the world capitalist 
market. Thus, the-deficits in foreit.n trade 
and balance of payments resulted in a grave 
economic and financial crisis that would 
necessitate increasingly large amounts of 
foreign loans. 

Under the stress of the worsening .socio¬ 
economic crisis, the ruling system became 
more wracked by a political crisis—the in¬ 
tensified bitter conflict among factions of 
the same exploiting classes marked by an in¬ 
creasing tendency to form armed groups and 
inflict violence on each other. The ruling US- 
Marcos clique took the most initiative in 
uniea.shing violence against its intra-systemic 
rivals as well as against the restive toiling 
masses and the resurgent armed revolu¬ 
tionary movement. 

Clearly manifesting the inability of the 
ruling classes to settle their differences non- 
violently and rule in the old way, Marcos 
took advantage of his presidential position 
and declared martial law in 1972, imposed 
a fascist autocracy' on the Philippines and 
used official terrorism on a wide scale to 
suppress his political rivals, the progressive 
mass organisations and the broad masses of 
the people. 


The Marcos fa.scist dictatorship was the 
outgrowth of a semi-colonial and semi- 
feudal system already disintegrating from 
within and challenged by resolute forces of 
armed revolution. 

The open rule of terror could be main¬ 
tained by the US only with large doses of 
foreign loans. These loans were incurred not 
only to cover deficits from the slump in 
prices of raw material exports but also to 
finance infrastructure and other non¬ 
productive projects; make way for a rapid 
military build-uj); and encourage high con¬ 
sumerism and bureaucratic corruption. 

What resulted has been the aggravation 
and deepening of the crisis of the semi¬ 
colonial and semi-feudal system. As soon as 
international credit tightened, the basic ills 
of society became even more exposed. 
Marcos was driven into desperation and 
committed the most intolerable mistakes 
such as the brazen murder of his chief 
political rival before the eyes of the world. 

The Marcos autocracy fell as a result of 
the convergence of forces against it. The 
armed rex'olutionary movement fought the 
hardest and longest as its growth in strength 
accelerated from year to year. Forces of anti- 
imperialist and anti-feudal orientation 
became the strongest anti-fascist forces and 
delivered unremitting blows against the 
regime. The majority of the big compradors 
and landlords increasingly turned against 
Marcos after foreign credit had dwindled 
and they openly rejected him after the 
Aquino assassination and the unprecedented 
upsurge of the mass movement. 

After supporting Marcos for a long time, 
the US and the Catholic Church would junk 
him, not because they had become pro¬ 
gressive but because they had remained 
counter-revolutionary, driven by fear that the 
armed revolutionary movement was being 
hastened by Marcos' persistence in power. 
And, of course, Enrile and Ramos together 
with the US-instigated Reform the Armed 
Forces Movement (RAM) had the same 
motivation of pre-empting the revolutionary 
movement aside from that of saving them¬ 
selves and furthering their personal 
ambitions. 

II 

US-Aquino Ruling Clique 

The US and Filipino reactionaries, in¬ 
cluding those who had shifted from a pro- 
Marcos to a pro-Aquino position, have 
touted the ascendance of Cora/on Aquino 
to the Philippine presidency av-a ‘pre¬ 
emptive revolution’ (a peaceful 'revolution' 
pre-emptive of an armed revolution) and 
have gone so far as to spread the wishful 
thinking that the national democratic move¬ 
ment had permanently destroyed itself with 
a boycott policy in the February 1986 snap 
presidential election and had absolutely 
nothing to do with the downfall of Marcos 
in February 1986. 
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Tbe truth is that the national democratic 
movement called for a national strike move¬ 
ment well ahead of Corazon Aquino’s call 
for a civil disobedience movement after the 
snap election proved to be fraudulent as the 
revolutionary forces had predicted; readily 
agreed with her on the ne^ for mass upris¬ 
ings; and comprised the bulk of the organis¬ 
ed forces at the core of the people^s uprising 
at BDSA (in the vicinity of Camp Aguinaldo 
and Camp Cramc; the AFP and PC General 
Headquarters respectively) as well as around 
Malacanang Palace and Park. Organised 
forces of the national democratic movement 
were responsible for the crucial seizure of 
the government radio-TV station, for the 
Angeles City uprising that stopped enemy 
tanks from the north and for the nationwide 
mass uprisings. 

But certainly, the level of armed strength 
of the revolutionary movement could not as 
yet allow it to seize political power. The 
movement could only further strengthen 
itself by taking advantage of the bitter strife 
of the reactionaries. 

At any rate, the replacement of Marcos 
by Cothzon Aquino has not rooted out the 
fundamental causes of fascist dictatorship, 
has not solved the deep-going crisis of the 
semi-colonial and semi-feudal system and 
has kept the ground fertile for social 
unrest and armed revolution. Marcos left a 
bankrupt government and a depressed 
economy. 

Soon after the fall of Marcos, amidst the 
ever-worsening socio-economic crisis, the ag¬ 
gravation of the political crisis of the ruling 
system has become starkly evident in the fac- 
tionalisation of no less than the main com¬ 
ponent of the state—the armed forces of the 
Philippines. The Marcos-Ver and Enrile- 
Ramos factions had become a public fact in 
the days of February 22 to 25, 1986. By 
becoming president and AFP commander- 
in-chief, Corazon Aquino also gained the 
opportunity to form her own faction in the 
AFP and further split the Enrile-Ramos fac¬ 
tion into two factions. 

The emergence of armed factions of the 
same ruling classes inside and outside the 
AFP portends more violent strife within the 
ruling system even as a.blatant fascist dic¬ 
tatorship has’ been removed for the time 
being. 

Since the beginning, the Aquino presi¬ 
dency has been keeping itself within the 
parameters of foreign and feudal domina¬ 
tion and has remained pro-US, and reac¬ 
tionary, despite its wish to restore the 
pre-1972 liberal-democratic embellishments 
on the big comprador-landlord state and its 
actual efforts to undo some of the. worst 
features and effects of the previous fascist 
regime 

The key positions in the Aquino cabinet, 
like those of the ministers of national 
defence and the economic agencies, have 
always been held by rabid pro-US and 


reactionary personalities. Only the secon¬ 
dary positions have been given to bourgeois- 
nationalist and liberal-democratic elements. 
These are now in the process of being 
reduced due to US pressures and dictation. 

In terms of economic and social policies, 
the Aquino government has been blatantly 
no different from the fallen Marcos regime. 
It represents the same class interests—those 
of the comprador big bourgeoisie and the 
landlord class—and is utterly subservient to 
the policy dictates of direct US agencies as 
well as US-controlled multilateral agencies 
like the IMF and the World Bank. 

The Aquino government follows the line 
that the Philippines should provide more 
privileges to the foreign monopoly firms, 
avoid genuine and thoroughgoing land 
reform and shun national industrialisation, 
concentrate on agriculture and agricultural 
export production despite the relative glut 
and depression of the price of agricultural 
commodities in the world capitalist market, 
liberalise imports to smash whatever remain¬ 
ing Philippine industries there are, retain 
anti-labour decrees and press down wages, 
increase the domestic tax burden, and keep 
begging for loan rescheduling and for new 
loans to pay for old loans. 

What has excited many people, including 
the progressive forces, to sympathise with 
and support Corazon Aquino is her anti¬ 
fascist stance and her role as a justly aveng¬ 
ing widow. She has maintained popular sup¬ 
port against the challenges posed by the 
Marcos and Enrile factions. But this popular 
support is eroding because of failure to solve 
the country’s socio-economic problems and 
render justice to the victims of the fallen 
fascist regime and because of the increasing 
atrocities and abuses of an unreformed 
armed forces of the Philippines. 

Corazon Aquino can no longer hold 
rallies as large and as enthusiastic as those 
she had at the Rizal Park when she was run¬ 
ning for the presidency, protesting the rigged 
results of the snap election and when she 
proclaimed tht restoration of the writ of 
habeas corpus in March 1986. Increasing 
numbers of people irondemn the retention 
by Corazon Aquino of notorious fascists in 
the AFP and the emergence of new cronies 
around her even before Marcos and his set 
of cronies could be punished and compelled 
to restore their loot to the people. 

But most alarming of all has bMn the suc¬ 
cess of the US in using Enrile through a 
series of sham coup threats to shake down 
the Aquino government into yielding to US 
demands. As early as the morning of 
November 10,1986 before her departure for 
Japan, Corazon Aquino had been compelled 
to agree to a US-arran^ compromise in 
which Enrile would resign together with the 
entire cabinet and she would be able to 
install General Ueto, who is simultaneously 
a pto-US and pro-Aquino man, as defence 
nunister. 


In addition, she would cot down the 
number and influence of the nationalist and 
liberal democratic elements in her cabinet 
and consolidate the entire executive branch 
of her government for the extension of the 
US military bases beyond 1991, for the im- 
plemratation of a vicious two-faced cam¬ 
paign of counter-insurgency and for the 
prompt compliance to the policy dictates of 
the IMF and World Bank, 

The US-Aquino clique as ruling clique is 
now in the process of rapid consolidation. 
The executive is being consolidated as an 
instrument of US policy. The Aquino fac¬ 
tion is now formally and really dominant in 
the AFP and is seeking to unify it. The 
Aquino constitution is up for ratification on 
February 2. The elections for local executive 
offices and for the legislature will be held 
thereafter. 

There are six major parties of the ruling 
classes. Three are in support of the Aquino 
government and three are against it. Those 
in support are PDP-Laban, UNIDO and 
Liberal Party (Salonga) while those against 
are the KBL (Marcos’ Party), Nacionalista 
Party (Enrile) and Partido Nacionalista ng 
Pilipinas. 

Since August 31, 1986, the Partido ng 
Bayan (People’s Party) has emerged to truly 
represent the national-democratic interests 
of the people and breach the monopoly of 
the electoral and other open political pro¬ 
cesses by the comprador-landlord parties. It 
has grown from a charter membership of 
SO,(XX) to more than 5,00,000 in only four 
months had has outstripped the Aquino 
Party, PDP-Laban, which has a membership 
of 2,00,000. 

Fearful of the growing strength of the 
People’s Party and the probability that it 
would get least 20 per cent of the local ex¬ 
ecutive and legislative seats in the forthcom¬ 
ing elections, while the six pro-US and reac¬ 
tionary parties would be divided against 
themselves, the US and the local reac¬ 
tionaries have waged a vicious campaign of 
slander against this political party of the 
working class, peasantry, urban petty bour¬ 
geoisie and ipiddle bourgeoisie. 

Not satisfled with this futile campaign, 
they have been conducting a campaign of 
terror, including the kidnapping, torture, 
mutilation and assassination of no less a 
person than the Partido ng Bayan chairman 
Rolando Olalia; and death threats, kidnap¬ 
ping and selective killing directed against 
People^s Party leaders and orgamsers at 
wious levels. CIA operatives are directing 
and utilising AFP personnel to cmry out the 
campaign of terror; and are trying to whip 
together the military followers of all the reac¬ 
tionary factions along the line of rabid 
anti-communism. 

In an attempt to simplify the PhiUppine 
situation for itself, the US is pressii^ for a 
return to the two-party system monopolised 
by the comprador-landlord ctasses. It Is 
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pushing the Aquino clique to form a mono¬ 
lithic party. Lakas ng Bansa (Strength of the 
Nation), with PDP-Laban now headed by 
the president’s brother as the hard core; and 
the reactionary opposition parties to band 
together under the signboard of the Na- 
cionalista Party. 

However, even if the reactionaries were to 
be simply divided into two political parties, 
the crisis of the ruling system will continue 
to deepen and generate violent strife between 
them. The scheme to eliminate the People’s 
I^y from the electoral field will serve only 
to expose the rottenness of the system and 
underscore the logic of the armed revolu¬ 
tionary movement. 

Ill 

Main Proapecte 

In its capacity as a national united front 
organisation, the National Democratic Front 
has negotiate and forged a ceasefire agree¬ 
ment with the government for the purpose 
of facilitating further negotiations for the 
solution of such fundamental problems of 
the people as US imperialism and domestic 
feudalism. 

But the Aquino regime has been con¬ 
sistently interested only in upholding its 
political authority, constitution, laws, in¬ 
stitutions and processes; offering conces¬ 
sions of a narrow kind to the revolutionary 
forces; and skirting fundamental issues. The 
negotiations between the NDF and the 
Manila-based government have therefore 
been predictably futile. 

For failure to at least spell out a patriotic 
and progressive orientation regarding foreign 
and feudal domination, Corazon Aquino 
has already disappointed the politically ad¬ 
vanced section of the people and an increas¬ 
ing number of the middle section. 

The January 22 massacre of peasant and 
other demonstrators exposes the antagonism 
of the Aquino regime to the people deman¬ 
ding genuine and thoroughgoing land 
reform. Corazon Aquino did not only refuse 
for the fourth time (since becoming presi¬ 
dent) to meet with the peasant represen¬ 
tatives of Kiiusang Magbubukid ng Pilipinas 
(KMP) but she surrounded herself with 
police and troops poised to fire at the pea¬ 
sant demonstrators and their supporters. 

Since the second quarter of 1986, the 
KMP has submitted to the Aquino govern¬ 
ment a comprehensive and deep-going pro¬ 
posal for land reform. But this has been 
ignored by Corazon Aquino Instead, she has 
engaged in tokenism and press gimmick y 
reminiscent of Marcos to obscure the land 
problem and uphold landlord class interest. 

The readiness of AFP troops to kill people 
last January 22 and subsequently is part of 
the US scheme to destroy the national demo¬ 
cratic organisations. The assassination of 
Olalia by AFP agents was calculated to ter¬ 
rorise the entire national democratic move¬ 


ment because Olalia was not only chairman 
of Partido ng Bayan but also chairman of 
Kiiusang Mayo Uno (KMU) and vice- 
chairman of Bagong Alyansang Makabayan 
(BAYAN). 

Because the Aquino regime is obviously 
determined by its big comprador-landlord 
character not to solve the basic problems of 
the people or co-operate with progressive 
forces in solving these problems, the semi¬ 
colonial and semi-feudal character of Philip¬ 
pine society will remain, the political and 
economic crisis will continue to worsen and 
plague her regime, and the armed revolu¬ 
tionary movement will continue to match 
forward. 

Under these conditions, it is utterly 
impossible for the Aquino regime to build 
a liberal democratic state or even to retain 
the liberal democratic embellishments on the 
comprador-landlord state for a long time. 
As a matter of fact, these embellishments 
have dropped off in a big way because of 
the January 22 massacre. 

It will berome raindly fatal for the Aquino 
regime to imagine, after going through the 
motion of negotiating for peace, that it can 
maintain a liberal-democratic facade by 
openly seeking to isolate and destroy the 
revolutionary movement. 

Corazon Aquino has so often made the 
threat that she would ‘unleash the sword of 
war’ against the revolutionary movement if 
negotiations would not go her way and 
therefore she would have the ‘moral basis’ 
for counter-revolutionary violence. This 
counter-revolutionary rhetoric of Corazon 
Aquino conceals the fact that the armed 
forces have intensified their military cam¬ 
paigns of suppression in the countryside 
since the downf^all of Marcos, that they have 
miserably failed and that the NPA has netted 
1,500 rifles from March 1 to July 30 last year. 
The Aquino regime cannot expect to do 
better than the Marcos regime in seeking to 
suppress the revolutionary movement by any 
combination of violence and deception. 

Corazon Aquino is faced with widespread 
social unrest and is running a depressed 
economy and bankrupt government. In con¬ 
trast, Marcos enjoyed huge amounts of 
foreign loans and was able to build up the 
AFP rapidly in the 1970$ when the New 
Peoples Army was still small and weak. 

liie Aquino government is now faced with 
reactionary opposition groups with far 
greater financial and military resources than 
the anti-Marcos reactionary opposition ever 
had during the 1970s. But more significantly, 
it is also faced with an armed revolutionary 
movement far stremger than that which the 
Marcos regime had to face 

The popularity of Corazon Aquino is 
overrated ^ the US and the US mass media. 
The size of the crowd that attends her rallies 
has dwindled. In her presidential and post- 
electoral protest campaigns, she could draw 


a crowd of one to two million people at the 
Rizal Ruk. And of course millions of people 
rose up in Manila in February 1986. But the 
last time that she was able to get a big crowd 
of SflOjOOO to one million was in March 1986 
when she restored the privilege of the writ 
of habeas corpus. 

At the so-called EDSA reunion (celebrat¬ 
ing the February uprising), on May 26,1986, 
she could get a crowd of only 22,()00 (10,(X)0 
in Camp Aguinaldo and 12,000 at the high¬ 
way fronting it) despite the captive crowd of 
soldiers, government employees and students 
from some Catholic schools. In her anti- 
Enrile rally last October, she got a crowd of 
only l3,OCio. And in her campaign for the 
ratification of her constitution in the pro¬ 
vincial cities she has been getting crowds of 
5,000 to 10,000 people where she had easily 
gotten 1,00,000 during her electoral 
campaign. 

Corazon Aquino's ‘popularity’ has been 
manipulated for counter-revolutionary pur¬ 
poses and is bound to be spent very soon. 
The blood-bath on January 22 has already 
exposed the Aquino regime as being not fun¬ 
damentally any different from the fallen 
Marcos regime Even on the issue of fascism, 
Corazon Aquino has grossly failed to render 
justice to the victims of the fallen Marcos 
regime and has retained the fascists in the 
military. It is clear that the US-Aquino 
regime is bent on using the same military 
that Marcos used for counter-revolutionary 
violence 

The rapid consolidation of the Aquino 
regime which is now taking place may keep 
it in place for one or two years. But if she 
allows herself to be used ^ the US in the 
scheme to wipe out the legal democratic 
forces, the revolutionary movement is in a 
position to expose and thwart her counter¬ 
revolutionary role and accelerate the down¬ 
fall of her regime. 

The scheme of the US is to use her as the 
sugarcoating on the killing blade of the 
military. But she is now responsible and 
accountable for retaining the fascists in the 
military, for allowing them to commit the 
January 22 massacre in front of Mal^igwang 
Palace and for failing to speedily rake any 
disciplinary or punitive action against the 
perpetrators of the massacre. 

The US-Aquino clique isolates itself by 
continuing the same counter-revolutionary 
violence and deception used by the erstwhile 
US-Marcos ruling clique against the people^ 
Posing as the centre, in rhetoric reminiscent 
of Marcos, the new ruling clique strains to 
attack and suppress the progressive forces 
even as the threat to itself from the rival reac¬ 
tionary factions runs ahead of the possibility 
of the victory of the armed revolution or 
even only the strategic stalemate. 

Even if she were to successfully control the 
AFP for one or two years by increasing the 
pay and attending to other requirements of 
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the troops, the socio-economic crisis will 
only worsen and encourage a group within 
the AFP to stage a coup d’etat in two or 
three years’ time. 

Such a military group could raise charges 
of corruption and failure to quell the armed 
revolution in order to ride to power. Even 
now, a new set of cronies supposedly headed 
by Corazon Aquino’s on brother and other 
dose relatives has gained notoriety. And. of 
course, the armed revolution shall have 
gained further strength in two to three years’ 
time. 

The Aquino faction is now on top of the 
Marcos and Enrile factions in the AFP and 
has expressed determination to do away with 
factionalism. But the AFP will remain frac¬ 
tious due to the already deeply-entrenched 
factions, the virulence of the social crisis and 
the growing armed revolution. 

The current balance of forces between the 
armed revolution and the armed counter¬ 
revolution indicates that the revolutionary 
forces can reach strategic stalemate in three 
to five years—a time allowance that is more 
than sufficient. The NPA has 10,000 full¬ 
time guerrilla fighters with automatic rifles; 
tens of thousands of part-time guerrillas 
with inferior firearms; and hundreds of 
thousands of militiamen against the AFP’s 
40,000 combat effectives in 80 to 85 manoeu¬ 
vre battalions; 1,20,000 support troops, 
50,000 policemen and 75,000 paramilitary 
personnel. 

The armed struggle is supported by ten 
million people under organs of political 


EVER since the ruling communist party of 
the Soviet Union under the leadership of 
Mikhail Gorbachev announced the policy of 
glasnost (openness) in all walks of society, 
the cinema circles have been witnessing a 
revolution of sorts. In the past few months, 
the Soviet audiences have been treated to a 
wave of iconoclastic films—hard-hitting, 
unprecedentedly frank and clinically probing 
of the ills afflicting Soviet society. There is, 
for example, Georgian film-maker Tenghiz 
Abuladze’s “Repentance” which, for the first 
time, has subjected the crimes in th» Stalin 
era to cinematic condemnation. Although 
the film was produced almost six years ago, 
the authorities had found it too explosive to 
be cleared for public release. Now, it is a 
great draw ‘n Russian cities. There has also 
been a posthumus rehabilitatkM of Andrei 
Ihrkovsky, considered to be one of the finest 
film-makers of this century, who died in 
Paris in December last, after three years of 
sdf-impo.sed exile form his homeland. A 
retrospective of Uirkovsky’s films is reported 


power and In ma.s.s organisations. And the 
reactionary government cannot really claim 
as mass support for counter-revolutionary 
violence the people who participate in such 
voting exercises as plebiscites, referenda and 
elections. 

The strategic stalemate is no longer just 
a dream for the armed revolutionaries. It is 
within sight and within the range of plann¬ 
ing, especially because the possibility of a 
coup d'etat (by a rival faction or factions 
within the ruling system) and the further 
deterioration of the ruling system runs ahead 
of it. It has also become realistic to expect 
that the revolutionary movement can win 
total victory in the next decade. 

The scheme of the US to cut down the 
vulnerable legal forces of the national demo¬ 
cratic movement through terror tactics, to 
exclude the People’s Party from the electoral 
and other open political processes and to 
maintain a monopoly of these processes by 
the exploiting classes further justifies the 
armed revolutionary movement and is 
bound to further incite the people to i ise up 
in arms. 

While the Manila-based reactionary 
government can arrange voting exercises 
every so many years to create the illusion of 
democracy, the rural-based people’s revolu¬ 
tionary government is being built and ex¬ 
panded on a daily basis by the revolutionary 
forces. 

January 1987. 


to be drawing huge crowds in Moscow, 

But the film which has created real sensa¬ 
tion is a documentary, “It Isn’t Easy To Be 
Young”, which is a stunning, first-time 
portrayal of the “dark” side of Soviet youth, 
given to rock music, drug addiction, hippy 
culture and hooliganism. The film itself by 
no means carries an angry, overt declaration 
against these evidently negative and un¬ 
healthy aspects of Soviet socialism. Rather, 
the message is implicit and the condemna¬ 
tion is not so much of this delinquent section 
of the youth as of the deterioration in the 
moral standards set by the elders. The 
documentary is indeed a sensitive attempt 
at understanding the psychology of these 
‘problem’ youth, whose very existence had 
Mtiicrto bMn denied by the official media. 
Many Soviet personalities themsleves have 
admitted that the release of such a starkly 
truthful film would have been unthinkable 
only two years ago. 

The film—directed by Yu Podnieks and 


produced at the Documentary Film Studio 
of the Latvian capital Riga—has been receiv¬ 
ing a number of rave reviews in the Soviet 
press ever since its release—an indication of 
the growing glasnost. So candid is the debate 
in the press over this film that, perhaps for 
the first time, reference is being made to the 
Soviet Union’s involvement in Afghanistan 
from the point of view of what it means to 
the young people participating in it. But 
what is of interest to us in India is that, 
insofar as the tendency among young people 
to seek escape in drugs and other mindless 
and socially harmful distractions is a far 
more marked phenomenon in our urban 
society, the issues raised in “It Isn’t Easy To 
Be Young” carry a relevance far beyond the 
confines of the Soviet Union. 

So what’s the film about? The following 
account is based mainly on a long and 
interesting film review, authored by critics 
Alexander Aronov and Sergei Muratov, 
which has appeared in the USSR's mam 
Fnglish language weekly tabloid Moscow 
News (February 1, 1987). 

Curiously enough, the making ot the 
documentary was itself bccasioiied by 
accidental circumstances. Director Podnieks 
and his crew were shooting a rock concert 
on a collective farm in the republic of Soviet 
l.atvia. The young rock fans gathered in the 
field of the local stadium went wild during 
the concert, singing and dancing pas¬ 
sionately and more enthusiastically than the 
musicians themselves. Podneiks grew interes¬ 
ted in the young lot—who included ‘punks’ 
with bizarre hairdos, ‘heavy metal’ fans m 
black leather jackets with shiny buttons, as 
well as hippies and drug addicts—and 
followed them to the commuter train going 
back to Riga. There he saw—and shot what 
he saw—excited teenagers smashing the 
windows and seats on the train. Seven of 
them were arrested on charges of hooliga¬ 
nism and tried in the court. 

The court trial is depressing. Why were 
only seven—those caught—being tried out 
of a total of about 150? And why were they 
judged and'convictcd without so much as 
an attempt to understand and discuss their 
conduct? Wasn’t the verdict—although it 
upholds the letter of the law—harsh and 
unjust without an analysis of the underlying 
reasons for the teenagers’ behaviour? “My 
impression is that a sort of a ‘ceremony’ took 
place first on the train, and then here in 
court”, comments one of the youngsters 
who was present at the concert. “In both 
cases, something was destroyed blindly and 
irreparably: in the first case, the loss was 
material, in the second, it was moral" 
Podneiks traced these teenagers involved in 
the incident and has interviewed them in 
different surroundings. 

• The young people’s confessions in the film 
are mercilessly frank. “Nobody seems to 
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understand that we have put on these leather 
jackets and given ourselves the group names 
of ‘punks' and ‘heavy metal fans’ just to tell 
you this: lx>ok, we are dirty, haggard, and 
awful—but we are your children, and it is 
you who have made us what we are through 
your lies, duplicity, the high-sounding words 
and ideals you profess, while in actual 
fact..The Moscow News film critics’ 
comment on this is interesting; “These 
youngsteis are much more sensitive than we 
adults arc, because we have learnt to take 
things for granted, while their sensibilities 
arc quickly wounded!’ 

There is only one girl shown in the film, 
dressed in a long, fancy dress. The 16-year- 
old girl had borrowed the dress from a 
ballerina in a theatre to satisfy her fantasy 
of getting herself photographed in candle¬ 
lit interiors and then on the roof of a house 
with white roses in her hands. When she 
took the dress back to the theatre, it hap¬ 
pened to be closed for the night and the girl 
was detained with the dress. During the 
interrogation, she was called a thief and a 
prostitute! The charge was too much for the 
teenager to bear and she attempted to kill 
herself by jumping out of the window. She 
was .saved, but the medical examination that 
followed was no less heartless. The doctors, 
whose function it is to soothe and comfort, 
appeared to be totally indifferent and un¬ 
sympathetic: “You are playing w'ith fire. 
What sort of an escape is this—to commit 
suicide? This might end pitifully for you!’ 
The last sentence is clearly a warning that 
she is liable to be punished since attempt to 
commit suicide is an offence under the law. 
It is experiences like these which make 
children lonely. They become recluses in 
their own families and at school they are 
treated “only as statistical entities". (“Do you 
mean to say you put on a mask or something 
as you step in the school door?’’—‘Absolu¬ 
tely. I am one sort of person at school, and 
something quite different with my friends”) 

It is well known that in western capitalist 
societies, as also in our own changing urban 
scene in India, one of the chief problems 
facing people is their inability to decide how 
to spend their free time. It is also one of the 
sources of escapism. Is this also true in the 
ca.se of the Soviet youth portrayed in the 
film? Fodniek’s answer is different. The 
undeicurrent of the confessions and out¬ 
pourings of the teenagers he interviews is not 
“Teach us how to spend our free time”, but 
rather “Teach us how to be ourselves”. Their 
hearts ache for an opportunity to devote 
their energies to real causes commensurate 
with their sense of justice and abhorrence 
of lies. Unable to express themselves in the 
social sphere, their unspent eneigies seek and 
find other forms of collective self-assertion. 
Thus, for the young people shown in the 
film, rock music is no craze, but a retreat. 
Rock gives them the illusion of belonging. 


As Aronov and Muratov write, “One only 
has to yield to the rhythm of rock to be 
carried away along with the others. This is 
an escape for them—from the necessity to 
lie and pretend, from the words they no 
longer trust, from the loneliness they con¬ 
sciously or subconsciously percieve as an 
ever-present reality. They seem to surrender 
their still unrealised identities to rock music 
in order to evade painful self-analysis—Who 
am I? What is my place in this world?” 

The Moscow News film critics suggest an 
incisive causal link between the teenagers’ 
loneliness and their family and social up¬ 
bringing. “Adults m general and parents in 
particular save time and effort by with¬ 
holding love and understanding. To compen¬ 
sate, they anticipate their children’s wishes 
as far as material goods are concerned, and 
feel all the more puzzled when a new tape- 
recorder or motorcycle makes the rift bet¬ 
ween them and their children even wider... 
By giving them material things and with¬ 
holding love, we have built a wall between 
them and ourselves!’ 

But the causes of loneliness and the 
attendant confusion can go beyond family 
relations and in some cases may even lie in 
one’s perception of the fundamental global 
realities of our time. Podnicks’ film seeks 
to probe into its subjects’ perception of the 
threat of a nuclear war. For the youngsters, 
“the whole world is like the roof of a 
crumbling skyscraper eaten up by a fire rag¬ 
ing inside”. Another comment by one of the 
interviewees; “We arc told that we can fight 
for peace by performing well at school. 
What rubbish! No matter how well I study, 
the world tensions do not ease up!’ 

The reference to Afghanistan in the film 
is also revealing. Some of the people 
interviewed are soldiers just back from 
Afghanistan. But these lads have clearly 'icen 
more than is anybody’s due at the spring 
time age of 18. “Wc shared the same fate and 
the same hardships. This can never be 
forgotten. This is a lifetime experience. I 
know I can fully depend on each of my 
comrades... But we have forgotten how to 
be at peace with ourselves!’ 

Aronov and Muratov write; “In one of the 
scenes, the director invites us to take part in 
an experiment. As his camera slowly shows 
the faces of the young people, without com¬ 
mentary or explanation, we can with 
absoiutc certainty say which of them had 
fought in Afghanistan.'We guess that from 
their eyes. What is in their eyes? Can it be 
calmness and confidence? Can it really be 
true that ‘only war separates the boy from 
the man’?” 

The answer is provided by one of the ex- 
soldiers. “I would never wish-anyone to have 
such experience—not only of Afghanistan, 
but of war in general... They 'say one 
matures in war. But this is completely wrong. 
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One grows old in war. We long to return not 
lo the present-day life, but to our previous 
existence, I would even say to our childhood!’ 

Admissions like these are not unrelated to 
the current single-minded efforts by the 
Soviet leadership to seek a speedy, peaceful 
political settlement to the conflict in 
Afghanistan, which would allow it to 
withdraw its troops from that country. 
(Interestingly, in the same issue of Moscow 
News, there is an unusually candid piece 
‘Afghanistan and Us’ by an eminent Soviet 
commentator on world affairs, Yevgeny 
Ambartsumov. “What effect would the 
withdrawal of the Soviet contingent have on 
our international prestige? At present the 
prestige of a world power is determined not 
so much by its armed force as by its policy 
and inner health. This is the reason why the 
international prestige of the USSR has 
grown after the 27th CPSU Congress. 
Incidentally, the introduction of a military 
contingent into Afghanistan is the only 
Soviet foreign policy act which has not met 
with support from the majority of the UN 
members.” 

Afghanistan apart, Podnicks’ film focuses 
on the challenge before the Soviet society to 
constantly instil in its younger generation a 
sense of free-willed involvement in meaning¬ 
ful social life. Aronov and Muratov put it 
unambiguously: “By training them—in 
school, at home and elsewhere—not to 
engage in independent thinking and acting, 
we cultivate the tendency of non-participa¬ 
tion. And they master the philosophy ‘I 
neither care nor count’ alt too fast!’ 

Under glasnost's liberating impact, the 
Soviet society today seems to be discussing 
the problems of its youth with a candour 
never seen before. Renowned Soviet writer 
Chinghiz Aitmatov’s latest novel Scaffold (or 
The Chopping Block), for example, deals 
with, among other things, the question of 
drug addiction. In a recent interview given 
to I.itemturnaya Cazeia, Aitmatov says, “It’s 
a horrible topic. It has been an open secret 
for many years, and I wondered why some 
of my young contemporaries became 
addicts; what personal or family problems 
made one take up that frightful vice in the 
Soviet society. I think the whole community 
is to blame for what nappens to the young 
and inexperienced members. We are a pros¬ 
perous society. We don’t know what poverty, 
hunger and homelessness is. If moral culture 
falls behind in a life of affluence, con¬ 
sumerism and crude materialism reigns 
supreme... It is inadmissible to economise 
on public education. Our country has to save 
on something to raise expenditures on educa¬ 
tion and also to refashion education as a 
source of truly harmonious all-round 
development of each individual. Only then 
can we speak seriously of progress in science 
and technology. Only then will talent thrive 
and go hand-in-hand with moral perfection. 
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THE result of the first genetic engineering 
experiment, performed by a group of scien¬ 
tists in the United States, were reported in 
1973. It took less than a decade to obtain 
the first commercially useful product, using 
genetic engineering. The first vaccine for 
animals made using this technology was 
approved for use in Europe in 1982. In the 
same year, human insulin made by genetic 
engineering was approved for use in the 
United States and United Kingdom 

Whether it is genetic engineering or 
telecommunications, why we are lagging 
behind the developed countries by at least 
10 years? One important reason for this is 
the lack of vigorous scientific research. Our 
scientists blame the bureaucracy. But are our 
scientists less responsible for the present state 
of science and technology (S and T) in 
India? 

All major S and T agencies of the govern¬ 
ment of India have scientists or technologists 
as secretaries. Similarly scientists, not the 
politicians or bureaucrats, select the projects 
and allocate the funds. Besides the social 
milieu, I think three factors largely affect the 
contribution of the scientists to the progress 
of science. The.se are the availability of 
material resources, able and well trained 
scientists and the degree of freedom the 
scientists have to choose the research pro¬ 
blems. The last two factors are largely depen¬ 
dent on the availability of the material 
resources. 

RESOURCES 

The government of India is a major 
source of funds for research and develop¬ 
ment (R and D) in the country. There are 
about a dozen major government agencies 
which support and carry out R and D. These 
include Department of Science and 'Ibchno- 
logy (DST), Department of Atomic Energy, 
Council of Scientific and Industrial 
Research, Indian Council of Agricultural 
Research, Indian Council of Medical 
Research and the University Grants 
Commission. 

DST according to its 1984 report, provided 
about 30 per cent (Rs 10 crore) of all the 
project support by major S and T agencies 
in 1983-841^1. Thus DST is in a position to 
influence the R and D priorities of the coun¬ 
try. Proper allocation of DST funds will have 
a significant effect on growth and vigour of 
S and T in the country. But how docs DST 
allocate funds and what ai« the results and 
consequences? 

DST supports S and T research and 
development under two schemes—Science 
and Engineering Research Council (SERC) 
scheme and General Research Scheme 
(GRS)!’!. The stated aims of SERC scheme 
are: 
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Promotion of research in science and 
engineering: (i) Interdisciplinary fields, 

(ii) Newly emerging and frontier areas, 

(iii) Inter-institutional programmes, and 

(iv) encouragement to brilliant young 
scientists. 

The stated aims of ORS are; 

(i) Promotion of research in general areas 
of science and technology (survey etc), 

(ii) Supplement areas of research supported 
by other agencies, (iii) Special encouragement 
to research projects from state not having 
.sufficient science and technology infra¬ 
structure (general capacity building). 

But do these words of DST match the 
actions of DST? DST spent Rs 2.7 crore 
under SERC in 1983-84. The 1984 DST 
report does not contain sufficient informa¬ 
tion to see if the words of DST report match 
actions of DST. But sufficient information 
to see who got what, where and how from 
DST is available in the progress report (1985) 
of DST (SERC) supported projects in 
Cellular and Molecular Biology, Genetic 
Engineering and Molecular Biophysicsl^l. 

Analysis of the available information 
shows that; 

(1) DST provided Rs 522 lakh for 41 pro¬ 
jects in these three areas of Biology. DST did 
not classify these projects as Cellular and 
Molecular Biology, Genetic Engineering and 
Molecular Biophysics projects. It is difficult 
to draw the lines between these three areas 
but it is possible to broadly classify these 
projects. The number of projects in and 
funds allocated for each research area is 
shown in Table 1. Genetic engineering was 


Number of projects funded 17 

Funds allocated (percentage of 
total funds for thicc areas) 36.96 


allocated only 5 per cent of the funds but 
DST allocated about S8 per cent of the 
SERC funds to molecular biophysics. 

(2) Where did these funds go? V Sasi- 
sekharan and M A Viswamitra of Indian 
Institute of Science (11$), Bangalore, got 52 
per cent of the funds allocated to Molecular 
Biophysics DST (SERC). Other 14 prin¬ 
cipal investigators got the remaining 48 per 
cent of the molecular biophysics funds. 
.Similarly, G Padmanabhan of IIS got 21 per 
cent of the funds allocated to cellular and 
molecular biology (Tkble 2). 

(3) Scientists with recognisably south 
Indian' names (IS) got 64 per cent, Bengali 
names (10) got 20 per cent and others 
(10) got about 16 per cent of the funds. 

(4) The US, Bangalore received 46 per cent 
of all the DST SERC funds allocated to 
cellular and molecular biology, genetic 
engineering and molecular biophysics. The 
share of different institutions, number of 
principal investigators and projects funded 
is shown in Table 3. 

(5) Only a few cities and states got most 
of the DST SERC funds. The share of cities 
and states and states' share in national 
population is shown in Tkble 4. Bihar, 
Madhya Pradesh, Rajasthan, Orissa and 
Assam have 29.5 per cent of the national 
population but did not get any funds. 

This bias of DST for certain institutions 
and states appears to be characteristic of 
allocation of all the DST funds. DST SERC 
according to its 1984 report, funded 31 pro¬ 
jects at US, Bangalore alone but only 110 
projects at all 135 universities. Similarly, 
DST, under CRS, funded 36 projects at IIS 
alone but only 178 projects at all the univer¬ 
sities during 1979 - 83 IB. dST has bias for 
central universities (Table 5). It is not clear 


21 

5.25 57.79 


Sote: * Total funds allocated to three areas Rs 522 lakh. 


Table 2; Five Principal Ii>WE,STiuATnRS who Received Maximum Share of DST (SERC) Funds 

LOCATED TO CMB, GE AND MBP* 


Principal Investigator 

No of Projects 
Funded 

Fund (Per Cent 
of Tbtal for 
Three Areas) 

Share of Funds for the Area 
(Per Cent) 

V Sasisekharan 

4 

18.4 

31.8 (of Molecular Biophysics) 

M A Viswamitra 

1 

11.8 

20.5 (of Molecular Biophysics) 

G Padmanaban 

2 

7.8 

21.1 (of Cellular and Molecular 
Biology) 

K M Marirauthu 

1 

6.6 

17.7 (of Cellular and Molecular 
Biology) 

D P Burma 

1 

6.4 

17.2 (of Cellular and Molecular 
Biology) 


Note: * CMB » Cellular and Molecular Biology. 
GE == Genetic Engineering. 

MBP - Molecular Biophysics. 
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Table 1: Distribution of DST (SERC) Funds to DiFFEBENr Areas of Research* 


Cellular and 

Genetic 

Molecular 

Molecular Biology 

Engineering 

Biophysics 
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how much funds were allocated to state 
universities. 

The geographical distribution of DST 
SERC scheme and GRS funded projects is 
shown in Ikble 6. Delhi, Uttar Pradesh, 
Tamil Nadu, Karnataka, Maharashtra, West 
Bengal and Andhra Pradesh have 58.21 per 
cent of the national population but received 
8S.S2 per cent of GRS and 89.63 per cent 
of SERC funded projects. But Bihar, 
Madhya Pradesh, Rajasthan, Orissa and 
Assam which have 29.57 per cent of the 
national population receiv^ only 0.04 per 
cent of GRS and 5.53 per cent SERC funded 
projects. These five states received no SERC 
funds allocated to cellular and molecular 
biology, genetic engineering and molecular 
biophysics. If the DST' had followed its 
stated aims, the states which received least 
or no funds under SERC scheme should 
have received maximum funds under GRS 
because GRS is stated to encourage research 
projects from states which do not have 
sufficient S and T infrastructure. 

The average SERC grant size for cellular 
and molecular biology, genetic engineering 
and molecular biophysics is highest for pro¬ 
jects in Karnataka followed by Thmil Nadu. 
If this pattern holds true for all other DST 
funded projects, then Karnataka and Tamil 
Nadu should have received maximum funds 
from DST. What are the possible reasons for 
such inequitable distribution of funds to dif¬ 
ferent individuals, institutions, cities, states 
and different research areas? 

Part of the explanation may be found 
in the ways DST allocates its funds. 
P J Lavakare, adviser to government of 
India, DST states: 


allocation of the funds is that fewer scien¬ 
tists from other institutions, cities, states and 
research areas apply for DST funds. How¬ 
ever, another and more likely reason is the 
peer review mechanism itself. The peer 
review mechanism may be distorted by the 
built-in prejudices, incompetence and by 
conflict of interest of the reviewers. 

Most of the reviewers may have a bias for 
well known scientists and institutions. So the 
projects from such scientists and institutions 
may have an undue advantage over the other 
scientists and institutions. P H Abelson, the 
former editor of Science observed: 

A man of proved research productivity in a 
small school (i e, university) in the middle 
west (US) may submit an excellent proposal 
but almost invariably his proposal will rmeive 
a rating below that of a comparable applica¬ 
tion originating at Harvard)^!. 

Part of the reviewers’ bias may be due to 
their background. If most of the reviewers 
are from a certain institution or certain type 
of institutions, projects from other institu¬ 
tions may not get a fair evaluation. 

Genetic engineering, a newly emerging 
frontier area, and also a top national priority 
area, was allocated only 5 per cent of the 
DST SERC funds for cellular and molecular 
biology, genetic engineering and molecular 
biophysics. Whether DST did not receive 
enough genetic engineering projects or most 
were not funded is not clear from the 
available information. If most of genetic 
engineering projects were not funded, then 
one of the reasons may be domination of 


reviewers’ panel by molecular bioph^ics and 
cellular and molecular biology scientists who 
may be members of an old-boy network. 

'The reviewers who receive funds from the 
same source as an agency for which they are 
reviewing the research proposals for funding 
may have a vested interest in turning down 
the proposals. This way they can preserve 
funds from which they get their own 
support. 

Is DST concerned about problems such 
as conflict of interest and ethics in general? 
DST’s concern or lack of concern is seen in 
its review of progress of 41 projects in 
cellular and molecular biology, genetic 
engineering and molecular biophysics fun¬ 
ded under SERC scheme. DST has funded 
maximum number of projects in US. The 
review workshop was held in IIS, Bangalore. 
P J Lavakare of DST says that the purpose 


Tabie 5; DisiRiBinioNOE DST (SERC) 
CMB, GE AND MBP Funds to Various 
Types oe Institutions 


TVpc of 

Institution 

No of 
Institutions 
Funded 

Share of 
Funds 
(Per Cent) 

ns 

1 

45.9 

Central university 

3 

20.3 

State university 
National 

7 

12.5 

institute 

3 

6.5 

IITs 

3 

3.4 

Others 

4 

12.1 


Table 3: Institutions which Received Maximum Funds Allocated by DST (SERC) eor 

COMB, GE AND MBP* 


The selection of projects which were sup- 
por'ed by the department of science and 
technology has been done through the 
mechanism of peer review and after careful 
consideration of infrastructure .facility 
available in the institutions where the pro¬ 
jects arc to be .supporiedl'I. 

Peer Review 

The peer review mechanism works this 
way: A scientist (or a group of scientists) 
interested in doing research on a particular 
problem writes a proposal and submits it to 
DST. DST refers this proposal to few other 
scientists working in the same field for 
evaluation. The reviewers are expected to 
judge the merit of the proposal and avail¬ 
ability of infrastructural facilities at the 
institutions where the project is to be sup¬ 
ported and make recommendation to DST. 
DST either funds the project or rejects it 
depending On the recommendations and 
availability of the funds. The bureacratspr 
politicians are not involved in the selection 
and funding of the individual projects. It 
is entirely done by the scientists in the 
same field. One cannot, therefore blame 
bureaucrats. 

One possible reason for unequitable 


Funds** (Per Cent 
of Ib^ for 
Three Areas) 

45.9 
10.6 
7.4 
36.1 

Notey. * CMB—Cellular and Molecular Biology. 

GE —Genetic Engineering. 

MBP—Molecular Biophysics. 

** Total funds allocated—Rs 522 iakhs. 


Institution 

No of Principal 

No of Projects 


Investigators 
Support! d 

Funded 

US, Bangalore 


13 

BHU, Varanasi 

2 

3 

Delhi, University, Delhi 

3 

3 

AU others (18) 

22 

22 


Table 4: Oeouraphical DisrRiBUTiON of DST (SERC) Funds (for CMB, GE and MBP) 


City 

Funds 
(Per Cent) 

State/UT 

Share of 
National 
Population 
(Per Cent) 

Share of 
Funds 
(Per Cent) 

Bangalore 

47.1 

Karnataka 

5.42 

47.1 

Delhi 

13.9 

Delhi 

0.91 

13.9 

Varanasi 

10.6 

Uttar Pradesh 

16.18 

13.0 

Madras 

7.9 

Tamil Nadu 

7.06 

9.5 

Calcutta 

7.2 

West Bengal 

7.97 

7.2 

Hyderabad 

1.6 

Andhra Pradesh 

7.82 

1.6 

Others 

11.7 

Maharashtra 

9.16 

4.8 

(Six) 


Punjab 

2.45 

2.0 



Haryana 

1.89 

1.3 



Others 

41.14 

0.0 
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of the workshop was (i) to assess the overall 
impact of DST’s research support in a given 
area, and (ii) to monitor progress of indi¬ 
vidual research projects in a given area. 

The DST expert committee had seven 
members. These were V Sasisekharan (IIS, 
Bangalore), N Seshagiri (Department of 
Electronics, New Delhi), D P Burma 
(Banaras Hindu University, Varanasi), 
G Govil (Ikta Institute for Fundamental 
Research, Bombay), J Barnabas (National 
Chemical laboratory, Pune), N K Notani 
(Bhabha Atomic Research Centre, Bombay) 
and K C Kurup (IIS, Bangalore). There was 
not a single expert from state universities. 
There were 13 projects from IIS to be 
reviewed, even then there were two expert 
reviewers from the same institute. V Sasi¬ 
sekharan was principal investigator for four 
projects to be reviewed. There were three 
projects to be reviewed from D P Burma’s 
department. Despite this they were members 
of expert committee Apparently neither 
P J Lavakare (DST) nor V Sasisekharan nor 
D P Burma thought that there was a con¬ 
flict of interest. Burma and Sast.sekharan 
reviewing their own projects is like students 
evaluating their own answer papers or 
defendents becoming judges in their own 
cases. 

Pot icv 

Some of the specific objectives of DST 
review workshop according to Lavakare, 
were: 

—to assess the capability being built in the 
country (in the form of manpower and infra¬ 
structure facilities) for carrying out research 
in frontline interdisciplinary areas. 


—to encourage younger scientists to parti¬ 
cipate in scientific debate on major areas of 
research. 

—to identify gaps and the selected areas of 
research which need the attention of DST. 
Apparently Lavakare did not think it 
essential to have input on these matters and 
did not give an opportunity to sufficient 
number of scientists (young and old) from 
the state universities. So it appears that the 
DST policy and priorities are decided mostly 
by the scientists from re.search institutions. 
This also helps to explain the concentration 
of DST funds in national research insti¬ 
tutions. 

Besides distortions of peer review process, 
the condition of availability of infrastruc¬ 
tural facility at institutions where the pro¬ 
ject is to be supported by DST may also be 
working against state universities. Ihis is 
clearly reflected in DST funding pattern. 
Thus DST has given a major poition of 
funds to a few influential individuals at few 
well known institutions located in half a 
dozen big cities (Tables 2 and 4). Most other 
scientists, state universities, cities and states 
get very little or no funds from DST. The 
concerned person(s) in DST may justify 
relatively lavish funding for some well- 
established research areas, scientists and 
institutions by saying that they want to create 
one or two centres of excellence or of inter¬ 
national standards in few well established 
areas. But this is like giving most of the food 
to one child in the family and starving other 
children with the hope that the well-fed child 
may bring fame to the family. Whether such 
a philosophy is acceptable to a democratic 
society is the question for policy makers and 


public to decida 

What are the consequences of the in¬ 
equitable distribution of DST funds? 

(1) Most state universities, states and scien¬ 
tists are starved for funds. Because of the 
bias of government agencies against state 
universities, most of these universities do not 
have funds to build infrastructure and 
because of poor infrastructure DST does not 
fund projects from these universities. The 
University Grants Commission (UGC) plays 
a limited role in development of S and T 
infrastructure for research and development 
in state universities. It spent only Rs 3.3 crorc 
for R and D project support in 1982-83 but 
DST spent Rs 10 crore during 1983-841’'. 
The share of state universities even in UGC 
funds is likely to be disproportionately low 
bccau.se UGC also has a bias for central 
universities. For example. Delhi University 
alone has six out of 18 U<iC ccntics ol 
advanced studies. 

(2) Most future scientists (i e, science 
students) arc trained in state universities. 
Concentration ot funds in research institu¬ 
tions creates a mismatch of requirement anil 
availability of the resources foi tiaining ol 
the students. Most of the research funds ol 
public and non pioiit private organisations 
in the US arc provided lo the universities 
which combine teaching and research But 
in India we have separated research from 
teaching by creating a latge number ol 
research institutions and concentrating our 
limited resources in them. 

(3) Genetic engineering is an emerging and 
frontier research area. DST claims that 
SERC promotes newly emerging and fron¬ 
tier research areas. But DST’s actions speak 
louder than words. DST allocated least 
funds to genetic engineering. By appropriate 
allocation of funds to different research 
areas, DST may be able to encourage scien¬ 
tists to work in one rather than another area 
of research, in a broader study of R and D 
support in Indiaduimu 1980-8.^, V Govinda- 
rajulu. Regional Research Laboratory, 
Trivandrum, found ill-matching of resources 
with thrust of re.search area''' 

(4) The .scieniists in universities have more 
freedom in choosing a project than those in 
most research iristitute.s. I.ack of sufficient 
freedom in research institutions leads to lack 
of commitment and demoralisation of 
young scientists. But by allocating more 
funds for lescarch institutions, DST is 
forcing young scientists away from state 
universities. 

(5) The concentration of government 
funds in research in.stitutions and big cities 
naturally leads to concentrations of able 
scientists in these places. Thi.s starves the 
state universities of good scientists and 
teachers. Students are deprived of the oppor¬ 
tunities to interact with good scientists. 
Concentration of good scientists in research 
institutes in cities creates a further concen¬ 
tration of scientists and resources in these 


Tabi r 6: OiEixjRAFHiCAL DismiBi-'TiON or DST GRS and SERCS Proiects (1979-83) 

f/ter Cent) 


State/UT 

Share of Projects 

Share of National 


GRS 

SERfS 

Population 

Delhi 

17.27 

11.16 

0.91 

Uttar Pradesh 

17.27 

15.70 

16.18 

Tamil Nadu 

16.71 

11.98 

7.06 

Karnataka 

10.86 

14.05 

5.42 

Maharashtra 

8.35 

11.57 

9.16 

Kerala 

6.12 

1.62 

3.71 

West Bengal 

5.85 

17.35 

7.97 

Andhra Pradesh 

3.06 

6.20 

7.80 

Gujarat 

3.06 

1.40 

4.U7 

Punjab 

0.025 

2.48 

2 50 

Rajasthan 

0019 

1.65 

5 00 

Haryana 

0.017 

0.41 

1.89 

Jammu and Kashmir 

0.017 

0 .(X) 

0.87 

Meghalaya 

0.008 

0.83 

0.19 

Bihar 

0.005 

1.40 

10.20 

Assam 

0.005 

0.00 

2.90 

Himachal Pradesh 

0.005 

0.00 

0.62 

Madhya Pradesh 

0.005 

2.07 

7.62 

Orissa 

0.005 

0.41 

3.85 

Others* 

0.000 

0.41 

0.67 


Nottr. * Sikkim, Tripura, Nagaland, Manipur and Goa. 

Rank of State/UT by projects may not be the same as the rank by funds received, see text. 
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places because government agencies are 
likely to allocate more funds to such scien¬ 
tists and institutes. 

(6) Presence of a large number of scien¬ 
tists in a region or state will have a signi¬ 
ficant positive effect on socio-economic 
development of the region or state. The 
presence of good R and D base provides 
stimulus for the development of industry, 
agriculture and business. Similarly, the 
presence of scientists may lead to develop¬ 
ment ol better educational and other civic 
services in that area. Education, agriculture 
and industry in California and Massachu¬ 
setts in the US have been beneftted by he 
piescncc of good universities (California, 
Staniord. Harvard, MIT, etc) in these two 
states. 

The inequitable allocation of resources is 
not litnited to DST. N C Jain of Indian 
Council of Medical Research in a recent 
study, found that more than half of 352 
R and D institutes of the central government 
are located in just seven cities (Delhi 59, 
Calcutta 31, Bombay 25, Hyderabad 20, 
Madias 13, Pune 11 and Lucknow 8). The 
present inequitable distribution of S and 
T funds may lead to the imbalanced 
development of various regions. With the 
problems of housing, transport and pol¬ 
lution, one would not have expected such a 
concentration of national R and D institutes 
.111(1 resources in big cities. It appears that 
the scientists and the government agencies 
which distribute S and T funds in India, 
ihink that the rationality and scientific 
icniper arc only for the general public. They 
do not seem to practice what they preach. 
■Apparently, a small number of influential 
scientists from national institutions are 
primarily tesponsible for selecting and 
funding the projects. So they are more 
responsible for the present maladies of S and 
T research in India than bureaucrats or 
politicians. DST and other government 
S and r funding agencies have failed to 
ensure proper allocation of funds to dif- 
terent states, regions, institutions and re¬ 
search fields. The following policy measures 
may help to correct present imbalances and 
improse S and T research in India: 

Sl'CiGESlt I) Rliorms 

(1) Lunds should be earmarked for newly 
cniciging and neglected areas of research to 
prevent grabbing of funds meant for these 
areas by influential scientists in well- 
established areas. Lor example had DST ear¬ 
marked funds for genetic engineering, scien¬ 
tists working in molecular biophysics would 
not have been able to starve genetic enginevr- 
ing of the resources. 

(2) Half of the DST and other R and 
D funds in each area of research should be 
earmarked for state universities, so that 
influential scientists from national institutes 
may not be able to starve state universities 
of funds. Allocation of sufficient funds to 
state universities will help them to build 
infrastructure and attract able scientists. This 
will in turn help in providing good training 
to future scientists (i e, science students). 


(3) Distribution of public S and T funds 
to different states should be equitable. 
Present policies of DST and other govern¬ 
ment agencies make rich states richer. A 
slate’s share in S and T funds may be tied 
to its .share in national population, and its 
developmental .status. 

(4) DST and other government agencies 
should make sure that the peer reviewers do 
not have conflict of interest or o*hcr eihic.il 
problems. Different le.search tields. umver 
sities and states should have a fair represen¬ 
tation on peer review panels. 

(5) The members of parliament have an 
important role to play in proper function¬ 
ing of DST and other S and T agencies They 
should review the I unction ing of the.se 
agencies closely. 

Thcic may be several possible objections 
to the above suggestions mostly front the 
scientists who are benefiting by the present 
funds allocation mechanism. This is because 
if the present system is changed they arc the 
potential losers Some of the objections can 
be 

(1) Ihat equitable distribution will lead 
too thin a distribution of resources and no 
one will have siifticicni resources to do 
research of international standard. So such 
use of resources will be highly inefficient. 
'1 his may happen in the beginning but when 
training of students impiovcs and S and T 
infrastructure in all the states is better 
developed, science and technology research 
in the country will he more vigorous and will 
grow fastci. The other alternative is to con¬ 
centrate most of the resources in a few 
national institutions and starve most ol the 
universities. Such an alternative will be 
attractive to those who are interested in 
quick but short-term international image 
building. But this will block the development 
of wider S and T base in the country and 
limit the pool of .scientific talent. 

(2) Good scientists should be supported 
wherever they may be. This means picseni 
inequitable distribution of public S and T 
funds should be continued. But if the funds 
arc equitably distiibuted, it may be possible 
to achieve a more equitable distribution and 
utilisation of resources in future. 

.\aiure, the London-based international 
journal, published a leport of a survey of 


science in India in 19841 'I. Bs editor John 
Maddox observed; 

I'he influence of powerful men and institu¬ 
tions on the pattern of research [in India] is 
far loo direct. In one of the largest technical 
conmiunities in the world, it is supporting 
that the chairman of advi.sory boaids and 
inaugiiral .speakers of congresses should be 
draw n from such a narrow circle. This is not 
to deny the value ol exiienence ol the system, 
but It IV dangerous it a gieat man's chance 
remark can be converted overnight into a 
research programme.. 

If the science and technology is sick in 
India, it is not because of meddling by 
bureaucrats or politicians. But it is primarily 
because science and technology policy is for¬ 
mulated, implememed and moniluicd by few 
influential .scientists and science managers 
from tew national instiluiions. It the present 
situation continues, not only will we fail to 
catch up with developed countries in newly 
emerging technologies like genetic engineer¬ 
ing but the gap will widen cveiy year. 

jl] Ofticeof Technology Assessment, Congress 
of the United States; “Commeicial 
Biotechnology", Pregainon Press, 1984. 

[2] Ministry of Science and Technology, 
Governmciil of India; “Progress Reports- 
Group Monitoring Workshtip on DST- 
funded projcvls iii Cellular and Molecular 
Biology, Genetic Lngineeiing and Mole¬ 
cular Biophysics" (August 29-31, 1985), 
Government of India. New Delhi, 1984. 
1-3] Department of Science and Technology, 
Governnienl of India' "General Infor¬ 
mation-Research and Development Pro- 
iccis Funded by the Department of Science 
and Technology. Government of India”. 
New Delhi, 1984. 

14] Abelson, P M; ‘Distribution of Research 
Lunds’, .Science. 142 p 453, 1%3. 

|5] Govindarajulu V; Tinancial Outlay verus 
Thrust ol Research Area; Case of a 
National Research Council'. Journal of 
Scieniifw and Industrial Research, 44, 
p 469, 1985 

[6] Maddox, J: ‘Science in India’, Nature, 308, 
p 581. 1984. 

lam, N C: Delhi; The* Science City of 
India’, Cur'vnt literature on Science of 
Science, 15 (1). p 21, 1986. 
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Is Agriculture Under-Taxed? 

Ranjan Ray 

Taxation and Agricultural Development in India by C H Shah; Himalaya 
Publishing House, Bombay, 1986; pp ix + 118, Rs 90. 


IN the analytical literature on public 
economics, one distinguishes between the 
equity and efficiency aspects of taxation. A 
widely accepted thesis in this context is that 
the authorities should use direct taxes to 
raise revenue and indirect taxes to secure 
redistribution. An important corollary is the 
result, much celebrated in the literature, that 
a utilitarian tax authority that is insensitive 
to inequality ought to raise the entire revenue 
through direct taxes. Indirect taxes, on the 
other hand, gain relevance only for “inequa¬ 
lity averse” tax-authorities and become 
crucially important, via non-uniform taxes 
and subsidies, for Rawlsian and semi- 
Rawisian minded tax authorities with maxi- 
min and lexi-min type preferences and value 
judgments. This traditional distinction 
between the role of direct and indirect taxes, 
has, however, got blurred to the point of near 
extinction in the context of Indian public 
finance. A variety of factors, not ail of 
whom are purely economic, have put severe 
restrictions on the revenue raising ability of 
direct taxes. In 1982-83, for example, while 
total taxes amounted to a significant 17.1 per 
cent of ONP, only 3.04 per cent can be attri¬ 
buted to direct taxes and the remaining 14.06 
per cent to indirect taxes. On the whole, 
indirect taxes have claimed an increasingly 
larger share of total tax revenue. Indirect 
taxes accounted for 63 per cent of the total 
tax revenue in 1950-51—a figure that, as the 
Jha Committee (government of India, 1977) 
has recorded, rose to 79.7 per cent in 
1976-77. This greater reliance on indirect 
taxation distinguishes India from many 
other nations, notably UK and Sweden, 
where direct taxes play a much bigger role. 

Has India got her mix of direct and 
indirect taxation right? What is the share of 
tax revenue from rural and urban sectors? 
What is the incidence of indirect taxes 
between the various expenditure classes? Are 
the indirect taxes regressive, as commonly 
believed, or otherwise? Since, until recently, 
most of India's income originated in the 
agricultural .sector, the limited role played by 
direct taxes, and, in particular, the ^most 
non-existence of an agricultural income tax, 
have given rise to the widely held view that 
agriculture is under-taxed, taxation in agri¬ 
culture is regressive and the burden of tax 
on agriculture continuously decreases. Is this 
view a correct depiction of the Indian 
economic reality? These and other Hscal 
questions, particularly those relating to 
Iitdian agriculture, are studied in the book 
under review. As the blurb puts it, the study 
undertaken for the FAO in 1983 “departs 
from the common run, tax burden is studied 
here along with resource transfer, subsidies 


and terms of trade. The study shows that tax 
on agriculture is buoyant and progressive. 
The problem of taxation is examined in the 
perspective of needs for investment and 
performance regarding capital formation. It 
suggests that the basic difference in the 
structure and organisation of agriculture 
from that of industries requires the problem 
of taxation on agriculture to be handled with 
caution.” 

Marshalling an impressive set of stotistics 
from a wide array of sources and studies, 
the book’s central motivation seems to be 
a refutation of the widely held view that 
Indian agriculture has contributed less than 
its fair share and has been a 'free rider’ in 
the process of economic developmoit. Com¬ 
paring with Japan, an example that is often 
quoted approvingly by proponents of high 
agricultural taxation, the author notes (p 5) 
that, unlike India, Japanese agriculture was 
advanced and had several dynamic elements 
in it, Japanese economy was undergoing a 
rapid structural transformation and the 
saving capacity of agriculture was demon¬ 
strably rising. Shah argues that if one takes 
account of the genuine investment needs of 
Indian agriculture, and the fact that the 
entire equity capital is supplied internally by 


individual producers, then agriculture can 
no longer be considered the favoured sector. 
He backs up his argument by providing 
evidence to the effect that over the period 
1950-80 taken as a whole, there was a net 
outflow of Tinancial resources from the 
agricultural sector. 

This book is a usefull contribution in the 
area of Indian public finance. It contains a 
useful synthesis of most important tables 
and results relating to recent trends in Inchan 
taxation.'lt has, however, two major weak¬ 
nesses. First, the study overplays the ability 
of indirect taxes to raise revenue and secure 
redistribution in India’s rural sector. The 
celebrated Ramsey-rule in public economics 
slates that if raising revenue or the ‘effi¬ 
ciency’ motive was to be paramount in 
indirect taxation, then the ‘optimal’ strategy 
which, incidentally, would be an unfair and 
inequality increasing one, is to tax necessities 
more and luxuries less, it is little wonder, 
therefore, that in countries like India, or as 
a recent study has shown, Jamaica, where 
indirect taxes have taken on a role that they 
are ill-designed to perform, the result has 
been a very regressive system of taxation. 
Shah’s study has emphasised the revenue 
raising aspect of indirect taxation to the 
point of almost ignoring its more important 
redistributive role If one takes this latter role 
more seriously, then indirect taxes should 
raise less for the exchequer and redistribute 
more between consumers. One, then, comes 
to the inescapable conclusion that the policy- 
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mak^ Ku to assign a<iiiaiiiliMy«(y%iggtt 
role of direct taxation. Given the idggardly 
contribution made by direct taxes in the 
agricultural sector, Ais reviewer is not 
altogether clear that agriculture has not been 
under-taxed in India. 

The study appears very weak on the policy 
side, especially on tax reforms which, inci¬ 
dentally, occupy only three-fourths of a page 
in a monograph exc^ing 100 pages. There 
is a large amount of description, albeit some 


KENNETH JACKSON’s book begins with 
a comment from John Keat’s “The Crack 
in the Picture Window”: “Even while you 
read this, whole square miles of identical 
boxes are spreading like gangrene... 
developments conceived in error, nurtured 
by greed, corroding everything they touch”. 
Whilst Keats is disgusted with the architec¬ 
ture of American Suburbia, his words 
unhappily apply to most metropolitan areas 
around the globe and would aptly describe 
the horrendous urban sprawls of post- 
independence India. Jackson's story of the 
history and nature of the city-suburb schism 
stresses the uniqueness of American Sub¬ 
urbia. Yet there are important parallels which 
link this story to the virtually universal 
phenomena of modern housing as a monu¬ 
ment to the nexus between real estate sharks 
and venal politicians on the one hand and 
the exploitation of land for private gain 
largely at public expense on the other. 

Jackson maintains that “housing is an 
outward expression of the inner human 
nature; no society can be fully understood 
apart from the residences of its members”. 
In this spirit he tells his absorbing story. He 
rightly points out that suburbia is the 
quintessential physical achievement of the 
United States. More than 100 million 
Americans live in suburbs, a larger number 
than those who live in cities or in rural areas. 
Suburbia is a symbol of such fundamental 
characteristics of American society as con¬ 
spicuous consumption, exclusive dependence 
on the private car for transport, and racial 
and economic exclusiveness. It is a stereotype 
embodying uniformity, excessive conformity 
and an attitude of mindless conservatism 
that seems to have reached its renith in these 
years of rule by a resurgent Right. 

City and Suburb 

Suburbia is an easy target for caricature, 
from the song, ‘Little Boxes” which recalls 
them as the green one and pink one and blue 
one and yellow one, and they’re all made out 
of ticky-tacky and they all look just the 
same, to Nelson Algien’s derisory comment 
about endless miles of lawn and minds stuf¬ 
fed with kapok. Even a casual visitor to the 
United- States will be struck by the sharp 
distinction between city and suburb. There 


VeiT valuable, but very Ht& prescription. 
The author seems to luve left aside recent 
interesting developments in the theory and 
practice of welfare improving tax reforms, 
and what better place to apply them than 
in the context of a developing economy like 
India. All this is not, however, meant to 
detract from the merits of this study which 
provides a persuasive, though by no means 
watertight, case against raising the level of 
agricultural taxation in India. 


are the old neighbourhoods of the Innercity', 
a euphemism for those areas where blacks 
and Latinos are forced to live for a variety 
of reasons. These areas are; “dispirited 
collections of burned-out buildings, evisce¬ 
rated homes and vacant lots. Although the 
drone of traffic on the nearby interstate 
highways is constant, there is an eerie 
remoteness to the pock-marked streets. The 
air is polluted, the sidewalks are filthy, the 
juvenile crime rate is horrendous, and the 
remaining industries are languishing. Grimy 
warehouses and aging loft factories are land¬ 
scaped by weed-grown lots adjoining half- 
used rail yards.. .stripped automobiles, 
burned-out buildings, boarded-up houses, 
rotting sewers, and glass-littered street are 
common in so many of America’s inner 
cities. In parts of Brooklyn, the Bronx, 
Detroit, Chicago, St Loui.s, Los Angeles, 
Atlanta and Cleveland, whole blocks of 
stores and houses lie vacant. As one federal 
official noted: ‘There are some parts of these 
cities so empty they look as though someone 
had dropped nerve gas: ... some streets are 
now so devoid of life that even the rais and 
roaming dogs have gone'.” 

Then there is suburbia, tne older suburbs 
built around the turn of the century, made 
up of fairly attractive, even elegant brick and 
wooden frame houses, with neat trim lawns, 
wide .clean streets and sidewalks gracefully 
lined with majestic oak and chestnut, elm 
and linden trees. More recent construction, 
not as aesthetically pleasing, is denounced 
by Lewis Mumfo^ as “a multitude of 
uniform, unidentifiable houses, lined up in¬ 
flexibly, at uniform distances, on uniform 
roads, in a treeless commun^ waste, in¬ 
habited by people of the same cl^s, the same 
income, the same age group, witnessing the 
same television performances, eating the 
same tasteless pie-fabricated foods, from the 
same freezers, confirming in every outward 
and inward respect to a common mold...”. 
These one-class, one-race suburbs carry 
bucolic names like Forest Park, Rolling 
Meadows, River Grove, Sleepy Hollow. The 
builder entrepreneur never uses the word 
street for the paths down which the mecha¬ 
nical chariots of the white middle ejass will 
thunder. Rather more acceptable words are 
chosen—lane, cove, road, way, or terrace. 


Tlitts ’^lite suburbs become communitfes 
encapsulated from the crises of urban 
capitalism yet able to benefit and enjoy to 
the maximum the system’s largesse^’. As 
Lewis Mumford caustically notes. “In the 
suburb one might live and die without 
marring the image of an innocent world, 
except when some shadow of its evil fell over 
a column in a newspaper. The suburb served 
as an asylum for the preservation of illusion. 
Here domc.sticity could flourish, forgetful 
of the exploitation on which so much of it 
was based. Here individuality could prosjio’, 
oblivious of the pervasive regimentation 
beyond. This was not merely a child-centred 
environment; it was based on a childish view 
of the world in which reality was sacrificed 
to the pleasure principle” 

Symbol of ‘the Good Life’ 

By 1972 the United States had become a 
nation where 63 per cent of families owned 
their own homes. The ‘good life’ for an 
average American has included a two-care 
garage, a large home set around a grassy 
ornamental yard which is spacious by inter¬ 
national standards. The homes in levittown, 
NY, the biggest immediate post-war private 
housing project in the US are prime 
examples of mass-produced dwellings priced 
within reach of the middle class. The typical 
Iwcvitt home, down-to-earth, unpretentious, 
with a “12 X 16 feet living room and a 
fireplace, one bath, 2 bedrooms (about 7S0 
square feet)” offered good inexpensive 
housing. Each house had central heating, 
indoor plumbing, telephones, automatic 
stoves, refrigerators and washing machines. 
Young families found good schools for their 
children, personal safety and a private haven 
with local amenities '.ike swimming pools, 
playgrounds, baseball iields, amenities that 
were simply unavailable in the cities of both 
the old world and the new. 

American homes then symbolise the pro¬ 
mise kept by the new world with its immense 
resources of land and timber and metal. 
They convey the real message of America to 
the world—a nation of abundance, a people 
of plenty who can afford the wastefulness 
of low-density housing. Kenneth Jackson’s 
exhaustive and pre-eminently readable 
account of the growth of suburbanisation 
in America integrates social and economic 
history with a detailed analysis of the crucial 
role of government. 

For the divide between city and suburb 
was carefully nursed by governments at idl 
levels—federal, state, country and city. 
Suburbs resisied annexation by the city thus 
avoiding paying taxes to the city on which 
they depended. The city on the other hand 
often paid for the construction of roads, 
sewers, schools, and power lines that reached 
out to suburbia. Thus in 1937, Atlanta, with 
one-third of its inhabitants black, subsidised 
surrounding Fulton County largely white; by 
earmarking SO per cent of city revenues for 
the suburbs to pay for their schools, highway 
maintenance; hospitals and police. Or Los 
Angeles where Harry Chandler bought 
47,S00 acres of desert for $ 2.S million, then 
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Crabgrass Frontier: The Suburbanisation of the United States by Kenneth 
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had the city buy wafer rights in Owens Valle>' 
200 miles away and float a $ 25 million bond 
issue to build a pipe. Chandler’s fortune grew 
to about $ 500 million. The los Angeles 
water project brought out the basic in¬ 
gredients of suburban land conversion — 
powerful investors using public services and 
transport to raise land values and attract 
settlers. But the big boom in suburban 
development came with the New Deal. The 
automobile industry had laid the ground¬ 
work for this boom, again with government 
help. Between 1905 and 1930 car ownership 
soared from one owner per 1,078 citizens in 
1905 to 1 per 13 in 1920 and 1 in 5 in 1930. 
In a quarter-century then, American car 
registration had climbed from 8,000 in 1905 
to about 20 million in 1930. Cars and road¬ 
ways were promoted as “a public good, 
worthy of support while mass transit was 
defined as a private business unworthy of 
aid”! Thus by 1941, 2,100 communities with 
populations ranging from 2,500 to 50,000 
were exclusively dependent on the motor car 
for transport. 

NAIKIN of HOMIAjW NtR.S 

Roosevelt's administration created two 
new agencies which accelerated suburban 
growth so that the LIS became, in f-DR’s 
words, “a nation of homeowners, of people 
who won a real share in theii own land [is] 
unconquerable”. The Home Owners Loan 
Corporation (HOLC) was established in 
1933 to prevent the collapse of the housing 
indu.stry. Home construction had fallen by 
95 per cent from 1928 to 1933, half of all 
home mortgages were technically in default 
and foreclosures occurred at more than a 
thousand a day. The HOLC introduced the 
long-term, self-amortising mortgage with 
uniform payments over 20 to 30 years. 1 hus 
the homeowner was no longer at “the mercy 
of arbitrary and unpredictable forces in the 
moneymarket”. The HOLC also developed 
a neighbourhood-ba.sed appraisal system 
with four grades of housing quality denoted 
by the four colours—-green, blue, yellow and 
red. Thus began the practice and the term 
‘red lining’. Decrepit housing was given a red 
mark. So was any area where black people 
lived regardless of actual housing conditions. 
Neighbourhoods that failed to conform to 
the suburban ideal of the white middle class 
were similarly marked. “The evaluation of 
a white workitig-class neighbourhood-near 
St Louis’s Fairgrounds Park was typical. 
According to the description, ‘Utts are sntall, 
houses are only slightly set back from 
sidewalks, and there is a general appearance 
of congestion’. Although a city lover might 
have found this collection of cottages and 
abundant shade trees rather charming, the 
HOLC thought otherwise.” The First Grade 
(A or green) were described as new, homo¬ 
geneous (meaning American business and 
professional men but excluding Jews) and in 


demand as residential locations in good 
times and bad. The Second Grade (B or 
blue) went to ‘still desirable areas’ that had 
‘reached their peak’ but were expected to 
remain stable for many years, whilst the 
Third Grade (C or yellow) neighbourhoods 
were ‘definitely declining’. Paradoxically 
whilst HOLC issues mortgages relatively 
impartially and received a better pay-back 
from C and D areas than A and B, its classi- 
Hcation was used by private banks and the 
second New Deal Agency, the Federal Hous¬ 
ing Administration (FHA) to systematically 
discriminate against blacks in awarding 
loans. FHA loans required a down-payment 
of only seven per cent of the total cost of 
a house compared to 20 to 30 per cent by 
private hanks. FHA established minimum 
standards *o assume a house free of gross 
stri'i iuial 'r -tcchanical defects. By the end 
of 19;2 I'll \ had helped II million families 
to own itcuies. 

The federal tax code also played an 
important role. It encouraged busincs.s to 
abandon old structures by allowing greater 
tax benefits for new construction than for 
improving old buildings. The crowning glory 
remains the tax deductions allowed by the 
Internal Revenue .Service. Property taxes and 
mortgage interest is deductible from taxable 
income whilst rent is not. So a janitor earn 
ing $ 9,000 a year and living in a crowded, 
draughty, poorly coastructed public housing 
apartment gets no housing subsidy. But a 
bank president earning S 2,50,000 per year 
can live in i-. S 4,00,0(X) home and save nearly 
S 2,000 per month in taxes. This subsidy 
exceeds by a factor of six the maximum 
amount paid to a poor family of four on 
welfare. Nationwide it amounts to a federal 
subsidy for housing of $ S3 billion, a subsidy 
consistently denied to those most in need. 
In housing then, American capitalism finds 
an enduring ‘outer expression’ of its nature. 
But here too the shadows gather as the 
Reagan ‘recovery’ begins to peter out. The 
average price of a new single-family home 
is moving beyond the reach of young first- 
homc buyers. The median price for a new 
home tripled between 1970 and 1982 from 
$ 30,000 to $ 88,800, Also the American 
family no longer consists of the full-time 
housewife keeping her home for her bread¬ 
winning prince. With half of all marriages 
ending in divorce, such women Find the costs 
of a car and a home miles from nowhere a 
burden especially as the jobs they find are 
less well paid than those of their ex- 
husbands. The cost of land has risen from 
11 per cent of the cost of a house in 1948 
to 30 per cent in 1982 as all the inexpensive 
building plots have been utilised. Below 
interest rates market will never recur as bank 
deregulation lifted the ceiling on passbook 
savings interests and lured this large pool of 
low-cost money to higher yielding mutual 
and moneymarket funds. 


The Last? 

Jackson’s main conclusion should be 
heeded by architects and town-planners 
worldwide. “No other nation, however, is 
likely ever to be as suburban as the United 
States is now (1985), if only because their 
economic resources and prospects are even 
more limited than those of the American 
republic. Thus, the United States is not only 
the world’s First suburban nation, but it will 
also be its latit. By 2025, the energy- 
incfFicient and automobile-dependent subur¬ 
ban systems of the American republic must 
give way to patterns of human activity and 
living structures that are energy efficient. 
The extensive deconcentration of the 
Ameiican people was the result of a set of 
circumstances that will not be duplicated 
elsewhere!' Tracing the history of housing in 
America over two centuries, its successes 
reem matched by its failures. For the quiet, 
large suburban home often with only one or 
two inhabitants— as early as 1950 there w<Te 
46 million dwelling units for 38 million 
families - -has exacted a major toll from the 
land and its people. It has failed to house 
its poor and its racial minorities adequately, 
it has destroyed a sense of community and 
created a nation “no longer forced outside 
by lieat or humidity, no longer within walk¬ 
ing distance of relatives”, addicted to 
watching an average of 28 hours of televi¬ 
sion a week. “No large population anywhere 
has spent so much time being entertained. 
Because the action of the individual is 
passive and private, rather than active and 
communal, the late Margaret Mead referred 
to such rooms as ‘giant playpens’ into which 
the parents had crawled!’ Its huge shopping 
malls are carefully screened to provide a 
sanitised environment, mini-Disney worlds 
in fact. 

The landscape of North America has 
changed irrevocably. For thousands of years 
before the Europeans arrived, the native 
inhabitants of the hemisphere were un¬ 
familiar with the concept of permanent land 
ownership. Indeed they held that the land 
like the .soil, the wind, the rain and the sun 
could be used but not possessed. They 
assumed that the human was as much a 
passer-by on the land as the wild creatutes 
were passers-by to him, and that no person 
had any more right to a particular habitat 
than any other person or any other living 
thing. This notion of land as a social 
resource was swept aside by the arrogant 
European colonists... 

Instead, the United States approaches the 
five-hundredth anniversary of Columbus’ 
voyage with the cumulative results of a 
dominant ethos of private ownership and 
racial prejudice fittingly finding its per¬ 
manent expression in the plastic forests of 
suburbia and the ramshackle, ruhdown, 
dangerous, dismal boarded-up wastes of the 
inner city. 
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Economic Liberalisation Policies in Sri Lanka 

International Pressures, Constraints and Supports 

Ronald J Herring 

Sri Lanka’s development experience was long cited as evidence for the connection between 'premature welfarism’ 
and retarded growth. Since the introduction of a liberalisation regime in 1977, initially high growth rates pro¬ 
mpted discussion of the nation as an 'IMF success’ or vindication of the ‘Singapore model’ of an open economy 
divorced from extensive state intervention both internally and at the internal-external boundary. 

This article argues that the pre-1977 cot\figuration defined a dependent welfare state which made significant 
progress in mediating between aggregate national poverty and individual well-being; that stagnation has been 
over-emphasised in critiques of the dependent welfare state; and that poor economic performance has been more 
a function of the dependency situatioi than of spending priorities internally. 

Ironically, the liberalisation regime has increased dependency along some dimensions; its domestic economic 
performance is analytically inseparable from the extraordinary financial flows extended by important international 
powers. The evolution of the dependent welfare state under a phUo -ophically laissez-faire regime reflects in form 
the interaction of external carrots, sticks and exogenous shocks • - • ^mestic political limits to further reduction 
of the social wage and internal pressures of patronage and orilirrir\ politics. The analy.sis treats primarily the 
period prior to disruptions of the economy caused by escalation oj civil disorders. 


PUBLIC' intervention in the economy is in¬ 
evitably justified with reference to promo¬ 
tion of the general welfare; operationalising 
the general welfare produces significant 
political disputes. Sri Lanka’s political- 
economic history divides fairly neatly into 
one period (from the independence in 1948 
to the elections of 1977) in which the govern¬ 
ment wa.s seen a.s the solution to increasing 
economic problems atid a period from 1977 
to the present in which governmental inter¬ 
vention in the previous three decades is seen 
more as the problem than as the solution. 
Ihe expansion of the functional scope of 
government in the economy was fairly steady 
until 1977, resulting in a very heavily taxed, 
lightly regulated system. The 1977 elections 
were largely a referendum on perceived 
failures of the ‘closed economy’; the cham¬ 
pions of a liberalised ‘open economy’ trium¬ 
phed decisively. 

The argument of this paper is that despite 
internal and external critiques, the pre-1977 
policies demonstrated concretely the possibi¬ 
lity of significant development at very low 
levels of per capita income and extreme 
dependence. For the bottom of the income 
pvraniid. public piogrammes. despite wcli 
known failings, contributed to security and 
well-being remarkable in comparison with 
other low-income nations. Post-1977 policy 
has not so much reduced the functional 
scope of government in the economy as it 
has curtailed certain interventions while 
expanding others; Sri lanka offers a case in 
winch the economic logic of liberalisation 
supports a shift in governmental priorities 
rather than a wholesale privatisation cam¬ 
paign. The most significant privatisation is 
not of public assets but rather of poverty and 
insecurity for weaker sectors of the society; 
responsibility for well-being of the populace 
has been .shifted significantly from govern¬ 
ment to individuals and families in their 


interaction with market forces. In this im¬ 
portant shift in priorities, international fac¬ 
tors have been deci.sive: the relative success 
and failure of pre-1977 policies, and even- 
their form, were dependent on structural 
forces in the international system -most i' - 
portantly the international division ot 
labour which was a colonial icsiduc and 
shifts in the terms of trade. Likewise, the suc¬ 
cess or failure of post-1977 liberalisatior 
policies is dependent on (in the . . ^ens'- 

of 'hangs from’) those same ■■ o. lal 
forces and more than ever ou . i n. •i.u in¬ 
ternational actors appraising Sri I anl-a’s 
domestic policy. 

IRONILS OF Sri l ANKA’S EXPtRlFNCF AS 
DfcVBIXJpMENT MODEI 

Sri Lanka has received international at¬ 
tention disproportionate to its siiie both as 
a positive and negative model of economic 
development. One of the world’s poorest, 
most vulnerable and dependent economies, 
classically dualistic' in tne separation of an 
export-oriented plantation enclave from a 
large peasant subsistence sector, the nation 
has traditionally depended on the sale of 
plantation crops in international markets to 
earn foreign exchange for the purchase of 
food imports and other necessities. At in¬ 
dependence, half the dietary staple (rice) was 
imported and 90 per cent of foreign ex¬ 
change earnings came from three crops (tea, 
rubber, coconut). But unlike many pour and 
dependent societies. Ceylon developed an 
elaborate and expensive set of social welfare 
policies disproportionate to its per capita 
income. These policies were widely con¬ 
demned in the official international develop¬ 
ment community as ‘premature welfarism’, 
diverting resources from investment towards 
social consumption and thus retarding 
growth. Until the 1970s, Ceylon was fre¬ 
quently cited as a negative development 
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model in which welfarism and strict public 
regulation of the economy hindered growth; 
if anything is evidence of ‘price distortion’, 
it is the distribution of free food to the 
populace. 

But in the 1970s, something very close to 
i. ‘paradigm shift’ took place in development 
policy logic, at least at the symbolic level. 
The new paradigm redefined development 
itself, de-emphasising aggregate growth in 
favo’ii of mea.surcs of social well-being, 
particularly for the poorest of the poor 
(e g. World Bank, 1975). There was, at least 
in theory, explicit recognition that rapid ag¬ 
gregate growth could prciduce "trickling up” 
and marginalisation as well as trickling 
down. 

By alternative criteria of tk elopment 
.such as the meeting ol ‘basii- needs’, reduc¬ 
tion in levels of nialnuti ition, di.sease, and 
inequality, Sri Lanka somewhat ironically 
became a positive rather than negative deve¬ 
lopment model relative to most poor socie¬ 
ties and indeed relative to many not-so-poor 
ones as well (World Bank, 1980a: 90; Jaya- 
wardena, 1974; Isenmen, 1980; Morris and 
MuAlpin, 1980). For example, if one employs 
the criterion of the ‘Physical Quality of Life 
Index’ (composed of equally-weighted 
measures of literacy, infant mortality, and 
life expectancy), Sri l.anka in the mid'1970s 
ranked higher than Venezuela or Chile, with 
a life expectancy near that of some European 
Countries and far greater than sub-continen- 
lal neighbours India. Pakistan, Nepal, 
Afghanistan, and Bangladesh and a com¬ 
posite .score, somewhat belter than China 
(see Table I). For a rough comparison of 
these data, consider that Sri Lanka’s PQLI 
of 82, with an annual GNP per capita of 
about S 200, came closer to that of Sweden 
(97) or the United States (95), then to that 
of India (42) or Afghanistan (17). Though 
the PQLI is by no means unexceptionable,^ 
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as the aggregate measure may obscure ngm- 
ficant differences by dass, sector, gender and 
region and depends on often problematic 
and noncomparabie data, the magnitudes of 
differences suggest important variations in 
policy priorities, which can be empirically 
verified. In the mid-1970s, Sri Lanka was 
allocating between 20 and 25 per cent of its 
budget to social security and welfare expen¬ 
ditures, compared to between 2 and 3 per 
cent for India and Pakistan (IMF, CKSF 
1984; Vol XIII, pp 46-47). The basic needs 
performance of Sri Lanka, in the face of 
classical and severe structural dependency, 
raises a profound developmental point: 
extreme national poverty need not entail 
mass destitution, just as national wealth is 
no guarantee of well-being for the bottom 
of the income pyramid. The relatively effec¬ 
tive mediation between national poverty and 
individual well-being in Sri Ijmka was sus¬ 
tained by extensive public intervention in 
economic processes, with specific politically 
driven priorities. 

The second irony in Sri Lanka’s develop¬ 
ment experience is that just as some recogni¬ 
tion internationally was accruing to the con¬ 
crete benefits of ‘premature welfarism’, the 
accumulation of structural forces in the 
international economy began to erode the 
material base of those policies. Few nations 
have experienced so drastic and long-term 


ttttenOfgtion tn terms of trade as did Ceylon 
from the mid>1950s to 1976. The data In 
IhUe 2 jUustrate the dilemma: over time; a 
given level of exports would purchase a 
declining quantity of imports. The volume 
of imports accordingly fell, first through 
severe lestriction of luxury imports (auto¬ 
mobiles, whiskey, etc), but the structure of 
the economy limited the amount by which 
imports coi^ be cut: levels of food, medici¬ 
nes, intermediate goods, spare parts, fer¬ 
tiliser, etc, could not ea^y be reduced 
without damaging the economy or the 
population’s welfare. The gap was met by 
borrowing, and debt service obligations fur¬ 
ther reduc^ import capacity. Hie debt ser¬ 
vice ratio rose from negligible levels in the 
19308 to over 20 per cent (excluding short¬ 
term credits) in 1973. Though the economy 
was exporting substantially more in 1973 
than in 1960, those exports had a purchasing 
power tittle more than one-third the smaller 
volume of exports in 1960. 

The expansion of the public sector in 
terms of regulation, production and welfare 
was crucially conditioned by the nation’s 
deteriorating exchange position, but two 
legacies of colonial rule laid the ground¬ 
work; democratic politics and an extensive 
public sector before independence. The plan¬ 
tation economy requir^ extensive infra¬ 
structure; the colonial state owned and 


developed rdatiw^ advancetfniilwiw, 
trical, postal, telegraphic, telephone and 
water supply services, and even held the 
monopoly for salt production. (Juasi-puWic 
financial institutions serviced the commer¬ 
cial needs of the colony. Because of the 
colony's extreme dependence on imports, 
and strategic importance, the state establish¬ 
ed production units during World Wu II for 
plywood, quinine, drugs, leather, coir, 
paper, ceramics, acetic acid, glass and steel 
(Karunatilake, 1976). Welfare policies like¬ 
wise began under colonial rule—a network 
for subsidised rice and flour distribution and 
rationing in 1942, for example. Free educa¬ 
tion (through the University level), poor 
relief, and subsidised or free medical care 
were ^1 introduced in the late colonial period 
(Corea, 1973: Chapters V, VI; Wickre- 
meratne, 1973; Cavan and Chandrasekera, 
1979: 11-15; Gunatilleke, 1978; Lakshman, 
1980:17; Karunatilake, 1975; Herring, 1981). 
The state also took an extraordinarily active 
role in planning and subsidising ‘colonialisa- 
tion schemes’ from 1935 onwards to remove 
the landless and land-poor from the deterio¬ 
rating peasant sector to free farms in new 
irrigated tracts (Farmer, 1937; Herring, 1983; 
Chapter 5).^ 

Public institutions create clienteles; in a 
political democracy, distribution and expan¬ 
sion of spoils (jobs, contracts, service.s, sub¬ 
sidies) become objects of partisan competi¬ 
tion for votes and means of servicing elec¬ 
toral machines. While remaining a colony, 
Ceylon received universal franchise very 
early (1931)^ though politicians could not 
control essential levers of state power, they 
could compete in patronage and promi.ses. 
A wealthy plantation economy supported 
such predictably popular programmes as 
subsidised food and free farms, but as the 
terms of trade turned against Ceylon after 
independence, the economy’s capacity to 
bear the costs was strained. Food subsidies 
alone claimed about 20 per cent of govern¬ 
ment expenditure (World Bank, 1933: 1). 
When the government in 1933 attempted to 
reduce rice subsidies because of increasing 
costs during the Korean War, a well-esta¬ 
blished leftist opposition called for the 
‘Great Hartal’ (general strike) which paralys¬ 
ed the nation (Wanasinghe, 1980; Wriggins, 
1960: 75-76; Ponnambalam, 1981: 25). The 
Prime Minister resigned; the Finance 
Minister (currently President of Sri Lanka) 
lost his seat in the following elections. 

As the significant foreign exchange 
reserves of the early 1950s dwindled and the 
nation’s vulnerability to exogenous shocks 
became apparent, concern for import- 
substituting industrialisation naturally 
developed. Indigenous entrepreneurs seem¬ 
ed mote drawn to the planution economy 
and import-export trade than to risky long¬ 
term industrial development; the state took 
up the slack. Through both conservative and 
populist regimes the economic role of 
government incresised. As current account 
deficits became chronic, some nationalisa¬ 
tions were iustified by the necessity of ‘‘stem¬ 
ming the drain of foreign exchange and the 
evasion of controls” (Karunatilake; 1976 
183). A similar concern for private sector 


T\BLr I: Physical Quality of Life Index Scores and Growth Rates for Sub continental 
Nations and China in the Mid-1970s 



CiNP Per 
Capita 1977 
(US $) 

Literacy 

Rate 

(Per Cent) 

Infant Life 

Mortality Exoectancy 
Rate (Per at Birth 
1000 Live (Years) 

Births) 

PQLI 

Average 

Annual 

Growth 

Rate 

(ONP Per 
Capita 
1960-1977) 

Nepal 

no 

28 

ISO 

43 

28 


0.2 

Afghanistan 

190 

17 

205 

40 

17 


0.2 

Bangladesh 

90 

26 

136 

46 

35 

- 

0.4 

Pakistan 

190 

24 

126 

31 

40 


3.0 

India 

150 

36 

123 

49 

42 


1.3 

Sri Lanka 

200 

85 

37 

65 

82 


2.0 

China 

390 

66 

45 

65 

75 


5.1 

Sources: World Bank, “World Development Report”, 1979: Appendix Table I. 



WDR, 1983; Appendix C3. 






Tablf 2; DEiFRiORAfioN OF International Exchange Position, 1960-1975 
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lealuges of foreign exchange and extMisive 
abuses (Wickreinasinghe, 1974) led to the 
establishment of state ua^ng corporations, 
tighter regulations and export-oriented 
public sector firms (petroleum products, for 
example). Fed by concern over shortages of 
imported coiuumer goods and the volatility 
of ‘rice politics’ in a highly politicised 
society, governments expanded state control 
of distribution of necessities (both goods 
and services) at low prices. Political elites 
found further nationidisations and controls 
attractive for narrowly partisan reasons as 
well in a political system very evenly balanc¬ 
ed between the major contenders, the UNP 
and SLFP (which alternated in power until 
1982). By 1975, roughly one-fourth of GNP 
was in government or public sector bands. 

Adverse international pressures, in con¬ 
junction with a specific internal political 
configuration, thus explain intervention by 
the state in the economy. The freedom for 
policy manoeuvre was extremely limited; no 
regime can control international prices and 
an economy receiving 90 per cent of its 
export earnings from three plantation crops 
nt^s both breathing space and resources to 
diversity significantly. Moreover, as govern¬ 
ment revenues were heavily dependent on 
export taxes, deterioration in the terms of 
tr^e contributed significantly to burgeoning 
domestic budget deficits. Like many struc¬ 
turally similar poor nations in the mid-1970s, 
Sri Lanka faced an economic crisis largely 
external in origin (r/Kappagoda and Paine, 
1981: 101-110): slow growth, austerity bud¬ 
gets, mounting internal and external debts, 
high unemployment. 

In 1977, elections produced a virtual rout 
of the political forces which presided over 
these economic disasters and ushered in a 
regime openly committed to a radical re¬ 
direction of national economic policy meant 
to resurrect long-suppressed market raecha- 
nisn:-' and open the economy to foreign 
capital (cfWarnapala, 1979). Ironically, just 
as important elements in the international 
development community were having second 
thoughts about the reality of the ‘equity- 
growth trade-off, and commending Sri 
lanka for its achievements in meeting basic 
needs and reducing income inequality while 
maintaining a long-term growth rate respec¬ 
table in comparison to subcontinental neigh¬ 
bours (^Table 1), domestic political forces, 
with decisive international support, began 
dismantling the supporting ensemble of 
policies which had evolved over the previous 
three decades, in a final irony, Sri Lanka was 
for a time celebrated, almost certainly 
prematurely, as ‘an IMF success’, recognising 
the congruence of the strategy shift with the 
policy prescriptions of the International 
Monetary Fund and the sudden appearance 
of high growth rates after 1977. 

delegitimisinc ‘CiosED Economy’ 

So severe was the economic crisis of the 
early 1970s that there is a sense in which the 
complex of policies in place at the time; and 
the political forces associated with them, 
were inescapably delegitimised in popular 
perception. A leftist United Front govern¬ 
ment, dOndnated by the SLFP, came to 


power in 1970 with an overwhelming elec¬ 
toral mandate. That government inherited 
the accumulated consequences of the 1960$ 
analysed above—unprecedented debts and 
deficits—and, more proximately important, 
the inability of the domestic economy to 
generate jobs; unemployment, especially 
among the educated youth, had become an 
explosive social issue. At least 14 per cent 
of the labour force was openly unemployed, 
though the level in some of the densely settl¬ 
ed rural areas was much higher and young 
people were especially affected. Under¬ 
employment was severe and dissatisfaction 
with jobs ‘inappropriate* to level of educa¬ 
tion or expectations widespread and bitter 
(ILO, 1971: Report, Chapter 2). 

The extent to which the structural forces 
represented by deteriorating terms of trade 
ard increasing budget deficits impinged on 
d -nestic economic policy is illustrated by 
the austerity budget of 1971. Popular op¬ 
position prevented the government from in¬ 
creasing the price of flour and sugar, but the 
price of rice was increased 25 per cent and 
medical subsidies reduced. N M Perera, one 
of Ceylon's leading Trotskyites, as Minister 
of Finance laconically noted: 

This has been a hard budget. It has not been 
a pleasant or easy task for me. Poignant 
memories of the past keep crowding around 
me. All my lite I have fought to ease the 
burden of the poor and the humble. 1 am 
now the instrument not of easing, but of 
heaping additional burdens on them (in 
Halhday, 1975: 210). 

Any regime would have faced similar, 
agonising and limited, options. The left pro¬ 
tected its political constituency more than 
the right arguably would have, but the room 
for manoeuvre wtis narrow. Though the 
government continually asked for the for¬ 
bearance of the poor and unemployed and 
promised that austerity measures were tem¬ 
porary, an impo.'tant section of the mil>*ant 
left rejected both the programme and the 
analysis of the government. The JVP 
(Janatha Vimukhti Peramuna or People’s 
Liberation Front) was already mobilising 
and organising in the countryside for revolu¬ 
tion, a process accelerated by the failure of 
the United Front Government to produce 
radical structural changes (Obeysekara, 
1973; Wijeweera, 1975). The Insurgency of 
1971 was launched more in response to tac¬ 
tical problems relating to government sup¬ 
pression than from a well-conceived strategic 
position, but nevertheless succeeded in 
wresting large areas of the island .^rom state 
control until the reinforced armed forces 
could regroup and, with remarkably diverse 
international assistance, crush the rural 
youths’ rebellion. The Insurgency had a pro¬ 
found impact on Ceylonese politics, acting 
as a catalyst, for example, in generating a 
significant land reform which had not been 
mentioned in the coalition’s Election 
Manifesto and in increasing the urgenc 7 of 
jqb creation (partly through continuous ex¬ 
pansion of public sector employment) (Her¬ 
ring, 1983; Chapters 5, 8). 

The land reform of 1972—which the 
Prime Minister had introduced with the 
stark ‘we are sitting on a volcano^—was based 


less on rational economic prindples than on 
the need to generate symbols of social 
justice, food self-sufficiency, and concern for 
the rural unemployed. The plantation lands 
appropriated by the state from indigenous 
owners were by statute to be distributed in 
such a way that rural youth could be pro¬ 
vided employment with an income equi¬ 
valent to that of a post usually occupied by 
a moderately educated person. In 1975 the 
foreign-own^ estates were nationalised. The 
two land reforms together placed a great 
deal of prime agricultural capital in the 
state’s hands, in marked contrast to the sym¬ 
bolic posturing in redistributive agrarian 
policy more typical of the region. Some of 
that land was allocated to experiments in 
collective and co-operative farming, par¬ 
ticularly for groups of unemployed youth, 
but the major thrust was to place the core 
of the national economy under state control 
significantly increasing resources for the 
ordinary politics of patronage and partisan 
manipulation (Herring, 1983: Chapter 5). 

Food became a major crisis for the 
regime; the rapid escalation in international 
prices resulted in widespread hunger, despair, 
and reduced rations. Suffering and depriva¬ 
tion in the 1973-74 period were severe,'* par¬ 
ticularly among the plantation proletariat— 
the Tamil tea labourers. To illustrate the 
linkage between international structural 
vulnerability and regime constraints, one 
need only note that though rice imports were 
cut 12.S per cent in 1973-74 (contributing to 
increased malnutrition), the rice import bill 
increased by 166 per cent. Likewise, the 
precipitous rise in costs of petroleum-based 
products dislocated the economy further and 
added to unemployment. Those factories 
which depended on imports of machinery, 
fuel and raw materials were forced to lower 
production or shut down (Balakrishnan, 
1977: 202, 210). Between 1973 and 1974, 
manufacturing value declined and capacity 
utilisation fell to about 40 per cent. The 
transportation system sufferH, slowing 
commercial activity, and rising cusis increas¬ 
ed the losses of public secto- transportation 
operations. Paddy production suffered from 
bad weather, fertiliser shortages and the 
government's mandatory procurement policy 
at prices which did not keep up with infla¬ 
tion in costs of production—a policy strong¬ 
ly conditioned by the perceived political 
necessity of protecting mass welfare with low 
rice prices and the fiscal necessity of reduc¬ 
ing producer subsidies. 

Scarcity and discretionary authority 
predictably produce corruption, victimisa¬ 
tion, and favouritism. The United'Front 
regime was widely perceived to be guilty of 
these and other abuses of power and even¬ 
tually unraveled internally (c/Shastri, 1985: 
Chapters VI, VII). But more importantly, 
the policies which clearly produced hardship 
and facilitated corruption did not seem to 
the public to have accomplished anything: 
suffering was widespread, unemployment 
reached 25 per cent, economic growth vir¬ 
tually ceased and essential goods were in- 
crea.singly scarce. 

Though both the external development ex¬ 
perts and the electorate judged economic 
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pet formance under the ‘closed economy’ in 
the early 1970s very harshly, it is not at all 
clear that alternative policies would have 
fared better in a small, dependent economy 
in (he face of the extraordinarily adverse 
conditions—natural and economic—of the 
period. The economic crisis of the mid¬ 
decade was genuine, and severe, but the per¬ 
formance of the economy over this period 
was not noticeably worse than that of other 
poor nations, even by the narrow criterion 
of growth rates. This is particularly true 
when growth rates are compared in per 
capita terms; Sri lanka's extensive social 
welfare system has contributed to declining 
rates of population growth, improving per 
capita performance. Moreover, measures of 
economic development which include some 
notion of physical well-being or "basic 
needs” decisively differentiate Sri Lanka 
from regional neighbours (refer back to 
Table I). Lven the World Bank, tong critical 
of the Sri Lanka’s heavy expenditures on 
education, health, and nutrition (about 10 
per cent of GNP over the previous two 
decades) commended the results in terms of 
‘human development’ and argued (1980a; 90) 
that (a) the ‘trade-off between human 
development and growth "has not been so 
sharp as is sometimes suggested” and that 
(b) growth rates deteriorated “for reasons 
generally independent of human develop¬ 
ment spending” (largely the weather and 
terms of trade). 

Post-1977 Economic Policy: 

OPENiNti ‘Closed Economy’ 

The elections of 1977 produced a new 
regime and a dramatic rejection of the 
policies which had evolved over the previous 
three decades, largely as ad hoc efforts to 
alleviate the constraints and pressures of 
structural dependence in the context of high 
levels of politicisation, partisan competition 
and patronage expectations. The culmina¬ 
tion had been a tightly-regulated, ‘closed* 
economy in which the state became increas¬ 
ingly relevant to major economic decisions; 
state participation in the economy increased 
through nationalisation of important sectors 
and the proliferation of public corporations 
(t/Lakshman, 1980). Imports were strictly 
controlled through licensing procedures, 
state monopolies, and rationing of hard cur¬ 
rency. Essential commodities were rationed 
and offered at subsidised prices (sometimes 
gratis) to guarantee a floor level of consump¬ 
tion. The widely-recognised result was scar¬ 
cities, corruption, and black-marketeering, 
as well as shortages of capital and inter¬ 
mediate goods and spare parts which throttl¬ 
ed growth and aggravated unemployment, 
particularly in the 1970s when deteriorating 
terms of trade aggravated already severe con¬ 
straints on imports. 

The erosion of social welfare coverage set 
in before the sweeping 1977 UNP electoral 
victory (140 of 168 seats), as mentioned 
previously. But whereas the previous govern¬ 
ment had cut subsidies reluctantly, in 
response to the budgetary and foreign ex¬ 
change pressures, the new regime pledged to 
reduce subsidies on the theory that their op¬ 
portunity cost ip terms of competing deve¬ 


lopmental expenditures was too high. The 
core assumption was that the national eco¬ 
nomy had been shackled by excessive regula¬ 
tion, an excess of consumption expenditure 
over investment, and ‘wasteful and compla¬ 
cent’ public sector enterprises. Market forces 
were to play a greater role in allocating 
resources and public enterpiiscv were to 
compete with the private sector. The Cen- 
f^al Bank termed the new ensemble of 
policies “a sweeping departure from a tightly 
controlled, inward-looking, welfare-oriented 
economic strategy to a more liberalised, 
outward-looking and growth-oriented one” 
(CBC, AR, 1978; 2). 

The key elements of the new policy involve 
powerful investment incentives to foreign 
and domestic capital (for details, Sri Lanka, 
1979). a shift in the composition of public 
spending, and a liberalised international 
trade policy, premised on export-led growth. 
Employment creation is a central objective, 
both through encouragement of domestic 
and foreign capital, and through ambitious 
public works such as the Accelerated 
Mahaweli Development Scheme for bring¬ 
ing new tracts of irrigated land under 
cultivation while substantially increasing 
hydroelectric generating capacity. 

The role of the state is by no means 
minimal, and indeed the public investment 
programme proved to be overly ambitious; 
but the state is to play a smaller role in 
regulation, commerce, and production, and 
a greater role in developing infrastructure. 
The initiatives arc by any mca.sure bold, and 
clearly captured the imagination of the ex¬ 
ternal development establishment. Fiscal 
logic suggests that the very boldness itself 
is dependent on international support; if tax 
incentives are given business and yet the 
government increa.ses infrastructural inve.st- 
ment when budget deficits are already large 
and chrome, additional financial resources 
on a large scale must be found externally. 
Likewise, relaxing import controls can be ex¬ 
pected to put pressure on the balance of 
payment.*'. 

International factors in the new strategy 
thus become critical; external support in 
material terms has arguably been a necessary 
condition for the liberalisation initiatives. 
The international development community 
has provided resources to tide the regime 
over the potentially rocky re-adjustment 
period. The dynamics are familiar. Following 
a sharp devaluation of the rupee in Novem¬ 
ber of 1977, the IMF announced support for 
“the comprehensive programme of econo¬ 
mic reform ... in support of which the pre¬ 
sent stand-by arrangement (of SDR 93 
million) has been approved” (IMF Survey, 
6: 23, 1977). IMF approval is an important 
signal in international financial and develop¬ 
ment communities, and the regime quickly 
took advantage of its new status. 

In pursuit of the new strategy’s emphasis 
on external investment capita) and foreign 
loans, the Finance Minister visited groups 
of investors and officials of aid-giving 
nations and agencies across the globe. In the 
first full year of the new regime, official loan 
commitments more than doubled the 1977 
level, in marked contrast to the experience 


of other South Asian nations it' fhc same 
time. These official loans carried a grant 
element of 64.8 per cent (World Bank, 
1980c: 1,191). The net flow from all lenders 
increased from $ 48 million in 1977 to 
S 175.9 million in 1979 (Ibid: 1. 102). The 
Finance Minister was thus able to boast in 
his Budget speech for 1981 that “due to the 
confidence placed by the international com¬ 
munity in our new economic policies, wc 
have been able to obtain greater volume of 
foreign aid and foreign assistance per cap/m 
than perhaps any other third world country” 
(Sri Lanka. 1980a; 2). As importantly, con¬ 
sidering previous national experience with 
debt difficulties, the Minister noted that 
more than a third of the assistance was in 
the form of outright grants, the balance as 
long-term loans “at minimal interest”. Given 
current ‘aid-weariness’, Sri Lanka was indeed 
successful by its announced criterion of 
foreign-assisted development, and the 
Minister acknowledged the direct connection 
to the new economic policy: “Without the 
courageous and imaginative steps we took 
..., nothing would have moved, nothing 
would have happened” (Sri Lanka, 198(>c: 2). 

The marked increase in the level of inter¬ 
national grants has allowed the economy to 
run unprecedented balance of trade deficits 
(a consequence of import liberalisation and 
deteriorating terms of trade). The burden of 
amortisation claims on export earnings was 
reduced not only through increases in the 
level of outright grants, but also by the 
substitution of long-term subsidised loans 
and IMF drawings for high-interest sup¬ 
pliers’ credits and commercial loans. The 
lengthening of the debt service structure was 
especially evident in 1979 when approx¬ 
imately 70 per cent of the long-term loans 
contracted, accounting for 74 per cent of 
loan volume, allowed a grace period of ten 
years or more (CBC, RE, 1979; 185). The 
position was further alleviated by the out¬ 
right remission of debts equalling Rs 804 
million in 1979. 

The effect of international factors in 
facilitating a higher level of imports and, in¬ 
directly, exports (since the import compo¬ 
nent of intermediate goods is over 75 per 
cent) extends beyond the balance of pay¬ 
ments. Domestic capabilities of the govern¬ 
ment in so dependent an economy are in 
large part a function of levels and terms of 
international trade (for analysis of the ef¬ 
fects of the Great Depression and Second 
World War in this regard, see Corea, 1975). 
The tax revenues foregone through the in¬ 
centives for capital had to be made up from 
other sources. Ikxes on individual and cor¬ 
porate income and profits fell from 17.5 per 
cent of total revenues in 1976 to 9.8 per cent 
in 1978. Similar decreases occurred ih the 
share of taxes on property, net wealth, 
estates, inheritance and gifts (IMF, 1980; 
511). Indirect taxes thus increased, and in 
1979 taxes on international trade amounted 
to 55 per cent of total revenues. Without 
strong international support, current ac¬ 
count defi'''ts would necessarily curtail the 
level of such trade and thus force very hard 
political and fiscal choices on the regime; 

Both internally and extiernally, the new 
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strate^ was inittaliy tiafled ai a remarkable 
success. Such claims are based on relatively 
high growth rates since 19T7 and require con¬ 
siderable qualification. First, the new 
strategy was launched in ■ an unusually 
auspicious economic situation; the terms of 
trade, which had deteriorated since. 1960, 
showed a 35 per cent improvement in 1976, 
31 per ceni in 1977; tea prices experienced 
an unprecedented rise orSO pei cent, con- 
trihiuing to an unprecedented current ac¬ 
count surplus of Rs 1,259 million. Gross Na¬ 
tional Product grew at a rate of 8.2 per cent 
in 1978, a very' high rate by historical stan¬ 
dards, then slowed to 6.2 per cent in 1979, 
5.5 per cent in 1980, 3.9 per cent in 1981, 5 
per cent in 1982, and 4.9 per cent in 1983. 
The rate of growth in real national income 
has been significantly less, however, because 
of subsequent deterioration in the terms of 
trade (see Ihble 3). Moreover, as foreign 
nationals claimed larger interest, profit and 
dividend factor payments, GNP growth rates 
have diverged from GDP growth rates. 
Nevertheless, the acceleration of economic 
activity was significant; the more important 
auesiion is whether the growth rales repre¬ 
sent self-sustaining processes or simply 
rcllcct the effect of a large influx of external 
resources into a very small economy, com¬ 
bined with initially favourable terms of trade 
and the short-term explosion of pent-up de¬ 
mand once the restrictions on imports were 
lifted. 

The import liberalisation policy, by 
removing constraints on imported inter¬ 
mediate goods, certainly contributed to 
growth in the manufacturing sector, but 
simultaneously contributed to wiping out the 
current account surplus very quickly. In 
1978, the balance of trade deficit was one 
of the largest in Sri Lanka’s history—and 
that deficit was dwarfed by the 1979 deficit, 
which in turn doubled in 1980, and increased 
further in 1982. As the data in Ihbie 3 
indicate, in 1977 and 1978 the movement of 
terms of trade in Sri Lanka’s favour (which 
began in 1976) peaked; import liberalisation 
produced large balance of trade defleits over 
time as prices of imported goods increased 
much more rapidly than prices of exports. 
The resultant current account deficits were 
covered by dependence on foreign funding. 

It is fair to say that domestic political 


' elites read the international acclaim and sup¬ 
port as carte blanche for a very ambitious 
development programme. This was not to be 
the case Hie 1980 Budget deficit amounted 
to more than 26 per cent of OOP and wa.s 
accompanied by a rate of inflation of at least 
30 per cent. Ofhejais of the World Bank and 
the IMF told the government that financial 
indiscipline was becoming a serious pro¬ 
blem. TTie consortium of donors meeting in 
Paris in July 1980 was critical of the am 
bitious public wpiks, particulaily housing 
construction and water supply schemes. The 
external pressure was to cut the current 
account and budget deficits and to raise 
more resources internally. The Finance 
Minister predictably responded that “exter¬ 
nal factors beyond our control” were respon¬ 
sible and that cuts in the investment pro¬ 
gramme would dampen the enthusia.sra the 
govci'nmeni had worked so hard to instill 
among investors (AWSJW, 6/6/81; 7/20/81). 
In the 1981 Budget some of the more am¬ 
bitious development projects had to be cut; 
but a share of the remaining deficit was still 
covered by international assistance. The 
foreign contribution to financing of the net 
cash budget deficit in 1976 was 32.5 per cent; 
in 1980, 70.4 per cent (CBC, RE, 1979; 
Tatilc 10.1). The Public Investment Pro¬ 
gramme of the Ministry of Finance and 
Planning, 1980-1984, projected a strategy in 
which net external inflows would be greater 
than domestic sources, constituting 54 per 
cent of total public investment over the five- 
year period (Sri l.anka, 1980b). 

This familiar pailcrn was repealed in 
meetings with the Aid Sri L.anka Consor¬ 
tium and IMF in the summers of 1982 and 
1983; ‘belt-lightening’ is urged, the govern¬ 
ment pleads domestic constraints and 
blames external factors, and compromi.ses 
are made. In 1982, the government was 
particularly unwilling to cut expenditures 
because of the upcoming Presidential elec 
tions (</Samarasmghe, 1983). In 1983, ine 
IMF took an especially dim view of budget 
and current account deficits and urged the 
traditional remedies; devaluation and cuts 
in subsidies to mass consumption. The 
Finance Minister answered that new capital 
expenditure projects had been totally 
suspended and that construction on the 
Mahaweli project was vital for reducing food 


import costs (and thus balance of payments 
pressure). There was reluctance to cut health, 
education and welfare subsidies further, as 
the nation's remarkable- records in these 
area.s “are our pride and we cannot afford 
to throw them away” PEER, 5/23/83). As 
to devaluation, the Minister pleaded; “We 
have only so much to export and any fur¬ 
ther devaluation can only make imports 
more expensive”, fuelling innatioii. 

Despite initial iuteniational enthusiasm 
for the new ptilicies, there are already signs 
of what may develop into .serious problems. 
At the most general theoretical level, there 
is evidence that ma.ssive foreign inflows may 
produce something like a ‘hot-house’ effect 
in third world economie.s, generating signifi- 
canl short-term growth hut depressing long¬ 
term growth prospects (for a review and em¬ 
pirical analysts, cf Bornsliicr, et at, 1978; 
Bornshier, 1980). Since the foreign exchange 
problem has been a persistent obstacle to 
economic development in Sti l..anka, the 
question of profit repatriation, debt servic¬ 
ing, and other outflows becomes critical. 
Samarasinghe (1980; 14) estimates that net 
foreign exchange earnings fiorn the Export 
Promotion Zone are one-third of gross 
earnings and would be even lower if repatria¬ 
tion of profits and loyalties, etc, were 
calculated. The net deficit in national 
accounts foi investment payments increas¬ 
ed from Rs 10 million in 1977 to Rs 98 
million in 1979 (fBC. RE, 1979: Appendix 
Table 83), and incieased further to Rs 432 
million in 1980, Rs 1,712 million in 1981, 
Rs 1,969 million in 1982. .and Rs 3,218 
million in 1983 (AR, 1982, and 1983, 
■fhhlc 25). At the same time, hard currency 
debts have quadtupled since 1977 and will 
eventually have to be .serviced. 

It 1 $ unlikely that the international com¬ 
munity can be counted on repeatedly to 
make the type of concessions which greeted 
the new strategy initially. Vulnerability to 
global recession, protectionism and terms of 
tiade shifts remain the primary detenninanls 
of dome.stic success. Indeed, empirically the 
economy is more vulnerable to exogenous 
shocks under the liberalised regime than 
under the closed economy (Jayatissa, 1982). 
Simply from shifts in the terms of trade, Sri 
Lanka lost 7 f. -r cent of its real national 
income in 1982 and 8 vrer cent in 1983. The 
global depressitm in primary commodity 
prices significantly affected government 
revenues (and thus budget deficits and 
international approval of the regime); as a 
striking example, rubber export volume in¬ 
creased by 17 per cent in 1982, but export 
earnings fell by 20 per cent and export duly 
revenues fell by 47 per cent. Coconuts ex¬ 
perienced a similar, less dra.slic, decline 
(CBC. AR. 1982; 5). 

No amount of external pressure on Sri 
Lanica can produce policies which effectively 
counter this type of systemic shocks. The 
IMF has noted that the sharp deterioration 
in terms of trade from 1980-1983 increased 
the current account deficit from 5.S per cent 
of GDP to 16 per cent (/ME Survey, 
9/19/831. Tb cover these growing deficits, the 
government has resorted to more extensive 
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1979 

15,282 

22,602 

- 7,320 

109 

152 

72 

1980 

17,595 

33,942 

- 16,347 

126 

217 

58 

1981 

21.043 

36,582 

- 15,539 

129 

282 

46 

1982 

21,454 

41,946 

- 20.492 

119 

309 

38 

1983 

25,096 

45,553 

- 20,457 

165 

375 

44 


Source: Central Bank of Ceylon. RE, 1983 (Appendix Table 18; Table I. 41); CBC. AR. 198.3 
(Appendix Ikbles 67, 64). 
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commercial borrowing: the debt iervice ratio 
has risen accordingly. When short-term tfabt 
obligatioat and IMF transactions am includ¬ 
ed. the debt service ratio reached \$2 per 
cent in 1982 and 17.5 per cent in the flrst 
half of 1983 (CBC, AR, 1982: 104: CBC. 
1984:21). While not high by contemporary 
third world standards, the debt service ratio 
eventually crept above the historic high ex¬ 
perienced during the ’oil shock’ period of 
1973-74, wril over 20 per cent. Nevertheless, 
debt service obligations have been kept to 
manageable levels, in part bfxause of favour¬ 
able external flows that depend on special 
treatment which remains both curious as to 
its causes and uncertain in its continuity. 

Privatisation, Entitlements, and 
DISCRETIONARY BOONS 

Despite an economic philosophy which 
emphasises the magic of the market and the 
disutility of state intervention in economic 
activity, government policy to-date has not 
dismantled the large public sector, nor has 
’simulated privatisation’ in the sense of 
forcing market efficiency criteria on public 
sector firms through competition played a 
major role. The state has not, for example, 
reversed the two land reforms which put the 
largest plantations in the public sector; about 
two-thirds of the tea acreage and one-third 
of the rubber remains public. Public cor¬ 
porations still run airports, provide in¬ 
surance, manage hotels, produce traditional 
medicines, deal in fish, sell milk, fly tourists, 
build houses, transport people and mono¬ 
polise the airways, among other things. 
Public sector industrial corporations include 
steel, petroleum products, textiles, fertilisers, 
tyres, salt, dairy products, distilleries, oils 
and fats, timber and piywo^, paper, cement 
and ceramics. More than 60 per cent of in¬ 
dustrial production is by the public sector 
(CBC, RE, 1982; 430). ^ting the index of 
public sector Industrie production for 1977 
at too, a fairly steady increase was evident 
through 1982 (index = 124.6), with the only 
significant declines in food, beverages, and 
tobacco. 

Public sector firms vary in profitability, 
with no clear trend since the new policies 
took form. The rate of growth in produc¬ 
tion in public sector enterprises has been 
considerably lower than in the private sector. 
One irony is that import liberalisation—a 
key component in the strategy—has hurt 
badly the National Textile Corporation and 
the National Paper Corporation (CBC, RE, 
1982:62), adding to the troublesome budget 
deficit. Of course, the profitability of some 
public sector firms has been adversely af¬ 
fected by the terms of trade (e g, plantation 
industries,'petroleum products). 

Actual transfer of productive assets from 
the public sector to the private sector has 
been minimal—a few tactile mills, some api- 
cultural land^but the regime has signifi¬ 
cantly reduced the pubic sphere in terms of 
exclusivity. Ihtding monopolies, both inter- 
nuional and domestic, have bem broken, a 
transnational venture for flouf milling has 
been arranged, foreign banks were permitted 
(and invited) to establish branches (?1 as of 
1982), imd bus transport was opened to the 


privsue lector. It is in field of regularioD that 
the state has most si^flomt^ withtbawn 
from economic activity, especially in the 
Export Promotion Txmt, where a kind of 
frimtier hrissu-fmn attitude prevails; not on¬ 
ly are long-established l^al protections of 
labour in ab^ance, but even ctfliection 
and monitoring are accorded very low 
priority. 

Food policy has been central to both 
domestic politics narrowly conceived and to 
conflicts between Sri Lankan regimes and 
important interrutional actors. A funda¬ 
mental change in food policy was effected 
in June 1978 when the general subsidy of 
food consumption was restricted to house¬ 
holds earning less than R$ 3,(X)0 per year. 
Approximately 7.72 million people—about 
half the population—claimed to be eligible. 
Further taring accompanied a revision of 
the programme from a ration provision to 
a food stamp programme limited to those 
with incomes less than' Rs 300 (then US 
S 12) per month. About half the population 
remains on the rolls, despite international 
pressures to reduce the subsidy and domestic 
talk of further restrictions of coverage. 

The regime undercut the effect of the sub¬ 
sidy in any event by refusing to revise the 
purchasing power by indexing either the 
income criterion or the stamp values to 
counter inflation. Between the inception of 
the programme and July 1981, the purchas¬ 
ing power of a typical family’s food stamps 
had been cut in half (Sri Lanka, 1981: 
Table 3). Subsequent inflation cut the 
benefits in real terms even further. An 
evaluation by the Food and Nutrition Policy 
Planning Division of the Ministry of Plan 
Implementation found that the effect of 
policy changes has been a deterioration of 
the nutritional status of pre-school children 
and in increase in the number of cases of 
serious malnutrition (Sri Lanka, 1981: 30; 
compare Sahn, 1983; Edirisinghe, 1985). 
That study concluded that the food stamp 
system, although cheaper, put more families 
at risk nutritionally than the older ration 
system. Although the cereal self-sufficiency 
ratio continues to improve, the rural and 
urban poor remain vulnerable to malnutri¬ 
tion, though it must be stressed that even the 
restricted food subsidy scheme is a signifi¬ 
cant protection by regional sundards. 

The pressure on the government to reduce 
welfare expenditures has been partially suc¬ 
cessful; food subsidies, which were roughly 
14 per cent of government spending in 1979, 
and 6 per cent of GDP, declined to 7 per cent 
of expenditures and 2 per cent of GDP by 
1981. But the regime has found it more dif¬ 
ficult to cut public consumption in favour 
of investment than anticipated. Despite 
significant reduction in entitlement coverage 
under the food stamp programme in 1979, 
the gross food subsidy bill continued to 
increase because of higher import prices for 
wheat, flour, and rice (CBC, RE, 1979, 
Appendix Ikble 93). The politics of food 
have been turbulent in Sri Lanka; attempu 
to cut subsidies have been met with predic¬ 
tably powerful opposition, frequently forc¬ 
ing back-tracking in policy (Ponnarabalam, 
1981:25,32,48,62,78-79). The importance 


of these fiicts is that the social mid political 
efbets of austerity prognnunes tyjdrally ad¬ 
vocated by the IMF hww been d^ect^ by 
the extraordinary international support for 
making Sri Lanka a showcase of export-led 
growth, liberal economic policy, and open¬ 
ness to foreign capital. It is, however, an 
open question how well the services related 
to the physical quality of life will survive in 
the face of persistent and powerful external 
demands for greater fiscal discipline. 

Income Inequality has inevitably entered 
discussions of the liberalisation prograirmie. 
The widely-discussed reduction of income 
inequality between 1963 and 1973 is a matter 
of considerable empirical dispute (Jaya- 
wardena, 1974; E L H Lee, 1976; 1977; 
Dahanayake, 1979; Lakshman, 1980). The 
dispute largely turns on the validity of the 
Consumer Finance Surveys conduct^ by the 
Central Bank in 1953, 1963, 1973, and 
1978-79 and 1981-82). If these surveys ac¬ 
curately reflect real income inequality (which 
is problematic because of reporting biases 
at the upper end and arguable evaluations 
of income in kind), data from the 1981-82 
CFS indicate increased inequality between 
1973 and 1981-82; indeed, the Gini coeffi¬ 
cient, which had fallen to 0.41 in 1973, and 
was precisely the same in 1978 as in 1963 
(0.49), increased 0.52, the highest level since 
the surveys began in 1953.-Given the in¬ 
creases in property income after 1977, and 
tax concessions to capital, income inequality 
after taxes and before subsidies has almost 
certainly increased (compare Lakshman, 
1980; Samarasinghe, 1980). Moreover, the 
real value of the most important consumer 
subsidies has been significantly eroded. 
Likewise; the management of public sector 
enterprises has historically had a purposive 
redistributive impact (Lakshman, 1980; 22) 
which is now contrary to official policy. 

Whatever the reality of apparent changes 
in income equality, inequalities in consump¬ 
tion were kept very low by the pre-1977 
policies of subsidisation and rationing of 
essential consumo’ items and severe restric¬ 
tions on luxury imports and high tax rates 
on the wealthy. Relaxation of controls has 
produced a flood of luxury consumer items 
after 1977—electric food processors, Danish 
hams, Scotch whiskey, snioked herring, 
stereo components, television sets, auto¬ 
mobiles and so forth—in a society in which 
per capita income is still near S 300 per an¬ 
num. Though the share of consumer goods 
in total imports has remained fairly cons¬ 
tant, luxury items make a striking impres- 
sipn on the visitor accustomed to the old Sri 
Lanka. To take but one item, imported 
passenger vehicles which cost only Rs 18 
million in 1975 rose to a cost of Rs 563 
million in 1979 (CBC. RE, 1979: Ikble 7.13). 
Although availability of all imported items 
has improved since liberalisation, the effect 
has bero most noticeable in goods which can 
be purchased only by the very wealthy. 

Though the government has taken a 
deddetfly laissorfain position with regard 
to certain economic dynamics, the role of 
thg state is still large; Sri Lanka has tradi¬ 
tionally been one of the most heavily taxed 
poor nations. Government revenue as a 
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percenute of OOP was 26.5 cent in 
I97S, compared to 11 per cent in India, 12 
per cent in Pakiitan; goveminent expen¬ 
diture was 40.9 per cent of GDP (CBC, ESS, 
1979: Dible 2.1). By 1982, government 
revenues were down to 19.5 per cent of GDP, 
but spending remained near the 40 per cent 
level (38.7) (Sri Lanka, 1983: Tkble 74). The 
gap between the two figures indicates the 
lack of financial discipline which concerns 
the IMF. 

While the current regime was cutting some 
areas of public consumption, it expanded 
others. In 1979 a National Housing Develop¬ 
ment Authority was established to construct 
100,000 living units before 1983. The pro¬ 
gramme was later expanded to a target of 
1 ,000,000 units, through both direct con¬ 
struction and ‘aided self-help’ programmes. 
An ‘Electrical Housing Programme* under¬ 
took direct construction of ISS houses per 
electorate. Not surprisingly, international 
opinion of the IMF variety was hostile to 
both the diversion of investment funds from 
capit.M tormatiun and to the interest sub¬ 
sidies to ‘aided’ home builders. Nevertheless, 
the plan was attractive to USAID, which 
contributed heavily, and is tailor-made for 
servicing regime patronage interests. Not 
only can significant boons be selectively 
allocated, but ruling politicians gain attrac¬ 
tive opportunities for skimming operations. 
Likewise, the massive Mahaveli (river valley) 
development programmes provided ample 
opportunities for patronage, ranging from 
lucrative contracts to free irrigated land for 
farmers. 

The public investment programme has 
been ambitious, but is not meant to increase 
the public sector’s share of final goods pro¬ 
duction. Rather, as the Financial Minister 
stated in July, 1984, “public investment is 
to be viewed basically as a means of pro¬ 
viding the infrastructure facilities necessary 
to support private entrepreneurship” {CDS 
28-7-94). Accordingly, capital transfers to 
public corporations have been heavily 
dominated by the Mahaveli Development 
Authority (irrigation, electric power), which 
has consumed between SO and 70 per cent 
of the total annual transfers; by the National 
Housing Development Authority: and (mote 
recently) by the National Water Supply and 
Drainage Board and Air Forts Development 
Authority (CBC, AR, 1983: Appendix 
Table 35). Public capital expenditures as a 
percentage of total public expenditure in¬ 
creased from 21 per cent in 1971-72 to 38 per 
cent in 1978 and to 43 per cent in 1982 (CBC, 
RE, 1982:250), though budget deficits con¬ 
tinue to put pressure on capital spending and 
it, is widely acknowledged id Sri Lanka that 
the rapid expansion of capital spending 
has produced considerable waste and 
corruption. 

Despite cuts in some progrunmes, the net 
thrust of the new policies was to increase the 
share of inwstment in GDP. Gross domestic 
investment increased from an annual average 
share of GDP of 16 per cent for the 1970-77 
period, to an annual average of 27.7 per cent 
for (he.1^8-83 period (see Ihble 4). Coupled 
with cuts in taxes to offer incentives to 
private and foreign capital, the ambitious 


public investment programme inevitably in¬ 
flated budget deficits. Ibble 4 presents a 
summary. Budget deficits reached 26.1 per 
cent of GDP in 1980,22.1 per cent in 1982, 
contributing to mounting public drill, 
though the significant grant element in 
foreign assistance enabM the regime to 
escape a debilitating debt service burden. 
Tkble S presents a summary. Still, by 1984, 
interest on the public debt—domestic and 
foreign—was the largest single expense in the 
budget, exceeding capital transfers, salaries, 
and subsidies and grants (£R, 9:8,1983; 116). 
Foreign financing has typically covered SO 
per cent of the annual deficits since 1977. 
To understand how crucial is international 
support for continuation of the current 
policies, we may note that while the share 
of public investment more than doubled as 
a percentage of GDP in the 1978-82 period, 
compared to 1970-77 averages, international 
assistance (grants, loans) almost quadrupled 
as a percenuge of jODP (Tkble 4). 

The ‘financial discipline which the IMF 
repeatedly urges thus presents difficult 
dilemmas to the regime. Withdrawal of sub¬ 
sidies and high rates of inflation are more 
tolerable politically in a boom economy than 
in a period of declining growth rates. 
Economic expansion is heavily dependent on 
the incentives granted capital, as well as on 
the continued enthusiasm of external sources 
of hard currency. The import component of 
industrial raw mat'erials hovers around 80 
per cent; unless the terms of trade show 
dramatic improvement, continued produc¬ 
tion expansion and provision of essential 
consumption items are likely to remain 
dependent on the ‘confidence of the inter¬ 
national community’ of which the Finance 
Minister speaks. That confidence in turn 
depends heavily on assessments of the IMF 
and thus on the degree of tolerance of that 
organisation for fiscsd indiscipline and 
economic heterodoxy. In crudest terms, 
financial discipline is likely to involve some 
mix of reducing business incentives Oeopar- 
dising further investment), reducing public 
developmental expenditures (jeopardising 
employment and growth), and reducing the 
social wage, directly or indirectly (threaten¬ 
ing both social peace and improvement of 
the ‘physical quality of life’ for the bulk of 
the population). The resultant policy mix 
will reflect the regime’s perception of the 
tolerance levels of foreign and domestic 
capital, domestic classes, and the inter¬ 
national development establishment. 

iNrERN.VllONAL FACTORS IN ‘OPENING' 
AND 'CLOSING' ECONOMY 

In a political economy so dependent a.s 
that of Ceylon/Sri Lanka; analysis of 
domestic policy shifts of necessity incor¬ 
porates extensive attention to external forces. 
It need not be emphasised that domestic 
elites (selectively) Doiefited greatly from the 
‘dosed’ economy: the r^ulatory interstices 
f and public economic activities allowed wind¬ 
fall profiU, bribes, influence peddling, 
political patronage and partisan advantage 
to various sections of dominant classes. The 
'open economy’ continues many of these 
political advantages, while subjecting en¬ 


trepreneurs to greater risk with wider oppor¬ 
tunities. It is easy to understand in political 
terms why the public sector has remained 
huge. Moreover, for elites, liberalisation and 
cuts in the social wage are a small price to 
pay for concessional hard currency flows 
which have averaged roughly 13 per cent of 
GDP from 1978 to 1983 (almost four times 
the average for 1970-77)i Domestic elites’ in¬ 
terests may be served by a variety of policy 
packages; the focus of this piece has been 
on external forces and actors which have 
shaped the policy environment—the com¬ 
plex of opportunities, pressures and const¬ 
raints—which has influenced dommtic 
policy choices. Restricted choice is, of 
course, a core element of dependency. 

The roots of sodal welfare policies, and 
the potential to finance them, are found in 
the late colonial experience—the develop¬ 
ment of a wealthy plantation eximrt sector, 
early popular representative political forms, 
and the devriopmmt of infiastructure to ser¬ 
vice the plantation economy. The structura¬ 
tion of the national political economy dur¬ 
ing the colonial period simultaneously open¬ 
ed important opportunities for social weltare 

Table 4: International Support rbe 
THE Liberalisation Reoi.me; 

Savings and Investment 
(Percentages of GDP, current market prices) 


Year 

Gross 

Domestic 

Invest¬ 

ment 

Public 

Invest¬ 

ment 

Foreign 

Savings 

1970 

18.9 

8.2 

4.8 

1977 

14.4 

7.2 

3.6 

Annual Average 
1970-1977 

16.0 

7.7 

3.3 

1978 

20 

11.9 

4.5 

1983 

29 

15.5 

12.5 

Annual Average 
1978-1983 

27.7 

16.7 

12.7 


Source; Sri Lanka, 1984, Ministry of Finance 
and Planning, “Public Investment, 
1984-88”. 


Table S: Budget Deficits, Foreign 
Finance and Pubiic Debt Under 
Liberal isation Regime 


(Rs million) 


Year 

Budget 

Deficit 

Foreign Public 
Finance Debt Out- 
Contribu- standing 
tion to 
(Bering 

DeBcit 

1976 

3.576 

1,326 

15,621 

1977 

3,074 

1.779 

22,434 

1978 

7,165 

4,454 

27,746 

1979 

8,791 

4,237 

31iSI2 

1980 

16,274 

6,735 

46,779 

1981 

14,866 

8,208 

58,659 

1982 

20,091 

8,794 

71,250 

1983 

23.385 

14,024* 

98,380** 

1984 

(16.543)* 

12,312* 

NA 

1985 

NA 

14,100*** 

NA 

Noier. ** Provisional. 



Approved estimate. 


Source. CBC. AR. 1983; Tkble 28. 




development end left that potential vulner- 
aUe to external forces in the global economy. 
The development of a tightly-regulated, 
“closed” economy was a response to that 
vulnerability given the domestic political 
necessity of protecting the mass public from 
immiseration through exogenous shocks. 
The staiegies of the first three decades of in¬ 
dependence did not altei the structural 
vulnerability of the economy and resulted 
in a genuine economic cul-de-sac of high 
unemployment, internal and external defi¬ 
cits, scarcities, slow growth and austerity 
budgets when international economic forces 
produced unrelenting pre$.sures over time. It 
was the realignment of domestic political 
forces, strongly influenced by the inability 
of ruling elites to cope with international 
economic forces, wMch allowed interna¬ 
tional actors to play a decisive role in sup¬ 
porting a fundamental shift in development 
strategy after 1977. 

It is ironic that the current regime speaks 
of a shift from a ‘closed’ to an 'open’ eco¬ 
nomy. Even in its tightly-regulated incarna¬ 
tion, the Sri Lankan economy was in a 
critical sen.se open; the ineffectual ‘closing’ 
of the economy wa.s in part a response to 
that vulnerability. Whatever the validity of 
Cameron’s (1978) argument concerning the 
contribution of openness of economy to ex¬ 
pansion of the public sector in advanced in¬ 
dustrial societies, the connections and 
mechanisms in the case of Sri Lanka are 
clear. Given a closely competitive political 
system, openness created the fortign ex¬ 
change reserves and budgetary flexibility for 
the welfare slate when export prices were 
buoyant; when the terms of trade deterio¬ 
rated, openness was manifest as vulnerabili¬ 
ty, and domestic political pressures led to ex¬ 
pansion of the welfare state and regulatory 
apparatus to protect the domestic popula¬ 
tion from externally-induced immiseration. 
The IMFs argument that the resources spent 
on public consumption could have been bet¬ 
ter spent on investment may be true but was 
politically irrelevant. The comparative 
developmental records of regional neigh¬ 
bours which took the other path (Table 1) 
do not. however, support the argument that 
national policies were disastrous. 

Effects of liberalisation on the mass 
public have been ambivalent, but heavily 
mediated by external forces. Unemployment 
has been cut, fed by an jtid-driven expausiun, 
but international donors demand higher 
taxes and spending cuts, inequality inca-ased 
and the social wage has been deeply cut. 
Attracting foreign capital to create mom 
employment depends on adverriseroents of a 
docile, inexpensive labour force, stripped of 
traditional legislative protections in the 
Export Promotion Zone; moreover, the 
r^me has demonstrated a very tough at¬ 
titude toward organised labour. Reductions 
of inequalities of income and wealth arc 
contrary to the incentives for accumulation 
on whkh the strategy depends; the regime 
teaurreas as justification the Kuznets hypo¬ 
thesis, contending that inequalities inevitably 
grow in the early stages of growth, then sub- 
sida The continuation of food subsidies for 
half the population and the introduction of 



a minimal unemployment dole mark the per¬ 
sistence of what we may term the dependent 
welfare state, representing function^ requi¬ 
sites for maintaining low wage rates and 
social ix'ace, both of which are selling points 
in the competition to attract foreign capital. 

The dismantling after 1977 of the state's 
direct interveniion in and regulation of pro¬ 
duction and exchange, while supported 
domestically by dominant classes and by 
mass discontent with previous policies, was 
a necessary condition for the extraoidinary 
international support the new regime has 
received, and such support was a necessary 
condition for sustaining the policy changes. 
The policy changes themselves create the 
conditions for future dependence on those 
same interiiiltionai actors and thus restrict 
the range of domestic policy options. The 
social consumption role of the dependent 
welfare state is in theory de-emphasised, 
with international approval (and pressure), 
though there remain tactical domestic poli¬ 
tical difficulties in a complete retreat; 
moreover, persistent international vulner¬ 
ability (food and fuel prices, for example) 
introduces constraints on reducing the fiscal 
burden of welfare policies despite reduaions 
m their coverage To date, the maintenance 
of a regime committed to dismantling the 
internal welfare state ha.s depended on Sri 
I anka's status as an international welfare 
ca.se. As a result, whether or not the libera¬ 
lisation regime's poli,.ics produce rapid 
growth without immi.soiation of the weakest 
sectors, or rapid gtowth at all, is heavily 
dependent on decisions made outside Sri 
l.anka. as well as on structural forces which, 
to date, have been largely kept off the global 
policy agenda. 
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(New York) 

ARTI 

Agrarian Re.vearch and Training 
Institute (Colombo) 

CBC 

Central Bank of Ceylon 
(Colombo) 

AR 
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RE 

Review of the Economy 
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Economic and Social Statistics ol 
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Ceylon Daily News (Colombo) 

ER 
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PEER 

Far Eastern Economic Review 
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International l-abour Office 
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IMF 

International Monetary Fund 
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GESY 
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Notes 

[Revised veision of a paiier prepared for the 
Conference: “State Shrinking: A Comparative 
Inquiry into Privatisation," sponsored by the 
Centro de Estudios de Bstado Y Sociedad 
(Buenos Aires) and the Institute of Latin 
American Studies (University of Ibcas-Austin) 
March 1-3, 1984. The author is grateful to 
Nimal Sanderatne, Keith Griffin, John Mellor, 
Ladd Hollist, James Brjorkman, Cheryl 


Christensen, ynmam Oladt aiHl-Howard Wrig- 
gins for comments on materials incorporated 
into this article, funds from the Soeial Science 
Rmeardi Council and Norihwestem Univcfsity 
aided, in research, conference proceedings are 
slated for publication>this piece is published 
with the permission of the editor.] 

1 The conventional use of ‘dualism’ to 
characterise the Ceylonese economy has been 
challenged by Bandarage (1983): see Herring 
(fonheoming). Though Bandarage’s work 
rightly stresses the complex interaction bet, 
ween plantation economy and village society 
histoncally, the notion of a dualistic eco¬ 
nomy need not, and .should not, be taken to 
preclude certain imeracuveeffeas,but rather 
the disarticulation of sectors as stressed in 
the dependency literature. 

2 r-or a critical discussion, see Hicks and 
btreeten (1979). The inclusion and weighting 
of literacy is particularly problematic in the 
PQLl btxause of the different real advan¬ 
tages implied by different kinds of lit.eracy 
in ditferent economic and cultural contexts; 
with regard to Sri Lanka on this point, see 
.'Vnn Matlks (1978). On the inadequ.icy of 
iradiiional measures, and a defence of the 
PQi I, Morris (1979). On the persistence of 
severe poverty in Sri Iranka despite the im¬ 
pressive aggregate indicators, Matga, 1981; 
Unman. I<)80; U-e, 1476; Pieris, 1982; 
Rk'haids and Gooneratne, 1,980. Por an em, 
pirisiil aiiitlysi.s of the relationship between 
PQl-l and income in 116 societies, along with 
a defense of the basic needs measure, see 
Moon and Dixon (I98.S). 

1 1 lie solonisaliun scheme.', have eoniribuied 
not only to improving the PQLl (via transfer 
of the landless and land-poor to new .sub¬ 
sistence farms) but also to improving the 
cereal self sufflciency ratio dramatically by 
opening up highly productive tracts and to 
reduction of the potential for agrarian 
discontent, by making landed proprietors of 
large sections of the most marginal agrarian 
classes. An excellent review is Moore (forth¬ 
coming). Because of the spatial spread of col¬ 
onisation schemes, land policy has added to 
tensions in the current social upheaval, as 
Sinhalese peasants populate ar4as tradi¬ 
tionally considered to be Ibmit turf. 

4 E L H lee (1976) documents deterioration 
of real wages in the estate sector as welt as 
in urban areas. Gunatilleke (1978: 48-SI) 
discusses the sources which led him to report 
widespread malnutrition in Sri Lanka in the 
niid-1970s. Nutrition data pre.scnted by 
Gavan and Chandtasekera (1979: Table 1) in¬ 
dicate serious malnutrition effects, especially 
in the estate sector. The available nutrition- 
data of a systematic sort relate to a period 
after the most severe stage of the food crisis. 
Paul Isenmen (1980; 244) presents data and 
analysis to link an increase in mortality, par¬ 
ticularly on the estates, to the food crisis in 
1974. C/Marga, 1981; Sahn, 1983. On Sri 
Lanka’s international food situation, ARTI, 
1976. 
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Income Tax Concessions, SaiHunigs 

Interest Rates 


V IV Kothari 

This paper af tempts to examine the process by which the income tax base is being eroded. A major narrowing 
of the tax base is occurring in the none of tax concessions as incentives for savings. What is new in the recent 
spate of tax concessions is the va.st expansion of the scope of these concessions in terms of the exempted amounts 
and the variety of financial instruments which are eligible for such concessions. 

By extending the tax exemptions to the principal amount invested in particular forms of financial savings, the 
government has resorted to a costly and inequitous method of borrowing. A full or partial exemption of interest 
income would have been enough. With marginal income tax rates considerably reduced, with monetary interest 
rates raised above the ir^ation rate and with the policy objective of keeping the inflation rate under control', instead 
of multiplying tax concessions on savings the time has come to restrict them, the author argues. 


''OME TAX in India cannot constitute 
^rge a source of government revenue as 
r -he developed countries. That is welt 
ui erstood and accepted on two principal 
grounds. First, agriculture which constitutes 
a large proportion of the GDP is outside the 
purview of the income lax. Secondly, the low 
level of per capita income makes it un- 
economical to reach a large mass of income- 
earners whose tax potential would be rather 
small. The income tax is therefore confined 
III non-agricultural incomes and to the 
relatively higher income brackets. The tax 
base is therefore narrow. However, with 
economic development, the share of agri¬ 
cult uie in GOP would decline and per capita 
incomes increase. The share of income tax 
levenue in GDP ought to be therefore tn- 
., . using with the passage of time. Contrary 
to this expectation the share of income tax 
in India is declinitig. 

Income Tax/GDP Ratio 

The disturbing decline in importance of 
income tax is vividly brought out in table I. 
Income tax revenue as percentage of GDP 
at factor cost was 1.19 per cent in 1960-61, 
1.29 per cent in 1970-71 and 1.83 per cent 
in 1975-76. Since then, income tax revenue 
as a percentage of GDP has steadily declined 
to 0.99 per cent in 1983-84. The revised 
estimates for 1985-86 lift up the ratio only 
marginally to 1.15 per cent. 0.99 per cent is 
the lowest ratio ever recorded. And 1.15 per 
cent ratio for 1985-86 (revised estimate) in 
spite of such tight administration and raids 
is lotver than that obtaining in 1960-61 and 
any other year during 1960-61 to 1980-81. 
Actually during each of the years 1981-82 to 
1985-86, the income tax/GDP ratio was 
lower than any recorded during thetjUrlier 
years. 

Since agricultural income is not subject 
to income tax, comparing the ratio of 
income tax revenue to the GDP originating 
in the non-agricultural sector is even more 
instructive. How drastic ,the decline in 
income tax as a fraction of OI|| m the non- 
agricultural sector has been cawbe seen fimm 
column 6 of table 1. Incase tax revenue 
formed 2;28 per cent of thffllon-agriculture 
GDP in 1960-61, 2.3X^r Jifit in 1970-71, 


3.06 per cent in 1975-76 and from then 
onwards it has declined to 1.49 per cent in 
1983-84. Had the government continued to 
collect 3.06 per cent of the GDP originating 
in the non-agricultural sector, it would have 
collected during 1976-77 to 1983-84, Rs 6,872 
croro more than what it actually collected 
(Rs 10,964 crotc) during these eight years. 
Had the government continued-ro collea the 
same proportion of GDP by way of income 
tax in 1985-86 as it obtained in 1975-76 (1.83 
per cent instead of 1.15 per cent), the income 
tax collections would have been Rs 3,794 
crore instead of Rs 2,397 crore, which itself 
is an outcome of the intensive tax collection 
drive. We should remember that as a frac¬ 
tion of the GDP originating in the non- 
agricultural sector, income tax revenue ought 
to constitute a rising item, becau.se in the 
non-agricultural sector the share of the so- 
called organised sector is rising, which ought 
to bring more individuals and more incomes 
within the tax net at a lower administrative 
cost. 

At constant 1960-61 purchasing power of 
rupee in terms of urban non-manual 
employees cost of living index, during the 
period 1981-82 to 1985-86 income tax 
rc'cnue added upto Rs 1,841 crore as against 
Rs 1,962 ctore during 1976-77 to 1980-81. 
Only in 1985-86 tax revenue in real terms 
picked upto Rs 425 crore but it was still less 
than the 1975-76 and 1976-77 collection of 
Rs 438 and Rs 431 crore and only marginally 
higher than the collection of J979-80 
and 1980-81. 

Erosion of Income Tax 

It would thus be clear that the importance 
of income tax has been allowed to be eroded 
in India. While the 1985 budget has ration¬ 
alised the tax structure considerably, the 
hope of rehabilitating the income tax as an 
important source of revenue still remains 
unrealised. It may be notad^at India is not 
mobilising any strikinghflii^renl fraction 
of the GDP through^3B|^ taxation as 
compared to other devel^Hi! coumrles such 
as Thailand, Sri Lanka, mlippines, Elangia- 
desh, etc, although it boasts of 
dent administration and swears 
egalitarian system. The white 
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Long-Term Fiscal Policy clearly states that 
the number of income tax assessces has 
remained more or less unchanged during the 
last few years. It is not a desirable state of 
affairs that the number of income tax payers 
should remain extremely limited and un¬ 
changing. From a practical point of view, if 
a large number of people do not have to pay 
this tax, the tax would lose its legitimacy and 
widespread public concern in its good 
administration would gradually disappear. 
See what has alretidy happened to the land 
revenue lax. 

Income tax revenue is an outcome of four 
factors, namely tax base, tax rates, efficiency 
of tax administration and tax compliance on 
the part of the public. Tax base and tax rates 
are directly amenable to public policy. Tax 
administration and tax compliance involve 
more complex considerations and may be 
taken as capable of slow and gradual 
improvement. In this paper an attempt is 
made to question the process through which 
the tax base is being eroded. 

Shrinking Tax Base 

One reason for the shrinking tax base has 
been the rise in the limit of the nil tax 
bracket. The nil tax slab in different finan¬ 
cial years is given in table 2. It can be seen 
that the nil tax bracket in real terms was 
continuously increased till 1981-82 and in 
1985-86 it wtas higher than in 1974-75 and 
1975-76. The standard deductions seem to 
have slightly declined in real terms but the 
restrictive clauses pertaining to them have 
bera gradually relaxed. The effect of such 
raising of the nil tax brackets is to reduce 
the number of as$es$ees and to reduce the 
incomes over which the taxis paid by those 
who still continue to be assessed. What is 
often not realised is that in relation to the 
poverty norms, the nil tax brackets have 
constituted an extremely high multiple 
According* to Dandekar and Rath the 
poverty norm in 1960-61 was Rs 272 for 
urban dwellers. In 1985-86, the nil'tax 
bracket at 1960-61 constant prices was 
Rs 3,191 and standard deductibn was 
Rs )/)64. The two combined came to 15.6 
times thd poverty norm. Even gating that 
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one earner may be supporting four depen- 
dents, so that for a family of five the poverty 
norm would be Rs 1,360 per year. Even then, 
the tax exemption limit comes to 3.1 times 
the family poverty norm. The manner in 
which we have fixed the exemption limits 
and kept them moving upwards is enough 
to breed complacency in the minds of the 
population above the poverty line in regard 
to their social obligations towards the people 
below the poverty line. 

Tax Concessions for Savings 

A further narrowing of the tax base is 
occurring in the name of tax concessions as 
incentives for savings. There are two types 
of tax concessions in this regard. One type 
comprises the tax exemptions which provide 
tax reliefs on interest earned on certain types 


of financial investments such as the National 
Savings Certificate, units of the Unit TVust 
of India, fixed deposits in banks, etc. The 
other type of tax exemptions relate to the 
principal amount invested in certain finan¬ 
cial instruments. The prime example is the 
National Savings Certificates, in which there 
is 100 per cent tax exemption upto the first 
Rs 6,000, then there is SO per cent tax 
exemption on the next Rs 6,000 and 40 per 
cent tax exemption on the next Rs 28,000, 
making a total of Rs 40,000 eligible for tax 
concession every year. The idea of tax 
exemption of the principal amounts is of 
course not new. Provident fund contribu¬ 
tions and life insurance premiums upto a 
certain limit were eligible for tax conces¬ 
sions. So also various post office savings, 
etc, were eligible for tax concessions on the 


interest earned. What is new in the recent 
spate of tax concessions is the vast expan¬ 
sion of the scope of these concessions, in 
terms of the variety of financial instruments 
which are eligible for such concessions. 

In this connection the following statement 
from the “Economic Survey, 1983-84” of the 
government of India is worth quoting: "The 
ceiling of 30 per cent of gross total income 
(as also the higher ceiling of 40 per cent in 
the case of film artists, authors, etc) in 
respect of savings in specified forms like life 
insurance, provident funds, etc, which are 
eligible for deduction in the computation of 
income (section 80C of Income Ihx Act) was 
removed, while the monetary limit of 
Rs 40,000 was retained, lb further streng¬ 
then the incentives under this provision. 
National Savings Certificates Series VI 
and VII were included in the list of specified 
assets under section 80C”’ (page 44). The 
removal of separate upper limits on eligible 
items and inclusion of new forms of assets 
in the eligible list have the effect, even when 
the overall monetary limit of the permissible 
deduction is retained, of va.stly increasing the 
scope of deductions availed of and greatly 
eroding the tax base. To put it even more 
strongly, under this arrangement, a corrupt 
government official or business executive or 
, ny corrupt salary earner can continue to 
enjoy the .same standard of living and by 
availing of the unrestricted deductions under 
section 80C can reduce his tax liabilities by 
the full permissible amount which was not 
possible earlier. Tax deductions for specific 
purposes in theory at least have been related 
to individual circumstances such as the 
dependency burden, medical and educa¬ 
tional needs, etc. On equity grounds these 
deductions which are related to the needs of 
individual circumstances are justified. But 
tax concessions of the type on National 
Savings Certificate, etc, arc not related to the 
needs or circumstances of the individual. 

Secondly, the tax concessions on provi¬ 
dent fund and life insurance premiums stand 
on a different footing as compared to tax 
concessions on other financial investments 
such as the National Savings Certificate. 
Provident funds and insurance preihiums 
serve the security needs of future and are in 
the nature of what Harrod would call ‘hump 
savings’. Investments in provident funds and 
insurance premiums are long-term in 
character. They are illiquid. 

By extending the scope of tax concessions 
to other financial instruments, the nature 
and context of ux concessions have been 
altogether changed. Many of the financial 
instruments entitled to tax concessions on 
interest or the principal amount or both 
cannot be related to the individual needs and 
circumstances and violate the norms of 
equity. Because only those with a surplus 
will be able to take advantage of these tax 


Tabie 1: Income Tax Revenue in India. 1%0-6I ro 1985-86 


(Rupees in Croref 


Year 

1 

Income Tax 
Revenue 

2 

GDP at 
Factor Co.st 

' 3 

GDP at 
Factor Cost 
from Non- 
Agricultural 
Sector at 
Factor Cost 

4 

Income Tax 
Revenue as 
Percentage 
of GDP 

5 

Income Tax 
Revenue as 
Percentage 
of GDP 
from N-A 
Sector 

6 

Income Ikx 
Revenue in 
Real Terms ai 
1960-61 = 100 
Urban Non- 
Manual Cost 
of Living 
Index 

7 

1960-61 

167 

14071 

7320 

1.19 

2.28 

167 

1965-66 

272 

22030 

12232 

1.23 

2.22 

206 

1970-71 

473 

36736 

19958 

1.29 

2.37 

272 

1975-76 

1214 

66370 

39725 

1.83 

3.06 

438 

1976-77 

1194 

71464 

44280 

1.67 

2.70 

431 

1977-78 

1002 

80931 

49559 

1.24 

2.02 

339 

1978-79 

1177 

87214 

55119 

1.35 

2.14 

385 

1979-80 

1340 

95260 

62270 

1.41 

2.15 

406 

1980-81 

1506 

113609 

72559 

1.33 

2.(X) 

408 

1981-82 

1476 

130478 

86000 

1.13 

1.71 

357 

1982-83 

1570 

145565 

99087 

1.08 

1.58 

352 

1983-84 

1699 

172176 

113647 

0.99 

1.49 

345 

1984-85 

1928 

189434 

— 

1.02 

— 

362 

1985-86 

2397 

Revised 

Estimate 

207305 


1.15 


425 


Sources'. (1) Column 2 from “Basic Statistics Relating to the Indian'Economy", Vol 1, Centre 
for Monitoring Indian Economy, August 1986. 

(2) Columns 3 and 4 from “National Accounts Statistics", CSO. 

(3) Urban Non-Manual Employees Index Number with 1960-61 = 100 has been used 
to obtain column 7 by deflating column 2. 

(4) GDP at current prices. 


Table 2: Nil Tax Bracket in Different Years 

(Rupees) 


Financial 

Year 

Nil Tax 
Bracket 

Standard 

Deduction 

Nil Tkx Bracket- 
at Constant 
Prices 

Standard 
Deduction at 
Constant Prices 

1974-75 

6,000 

3,500 

2,222 

1,296 

1975-76 

8,000 

3,500 

2,888 

i;264 

1977-78 

10,000 

3,500 

3,378 

1,182 

1980-81 

12,000 

3,500 

, 3,252 

947 

1981-82 

15,000 

5,000 

3,632 

1,211 

1985-86 

18,000 

6,000 

3,191 

1,064 


Note. Cmisiant prices are 1960-61 ^ 100, urban non-manual employees cost of living index. 
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concessions. But it is not intended to press 
the matter further on equity grounds. 

Tax Concessions on Intlri si 
F.ARN t:!) 

That there is a genuine problem about 
savings and the forms they take is not 
denied. A lax is a disincentive to additional 
effort, to motives to save and lo.invcst. When 
the marginal rates of tax are very high, the 
disincentives can he very strong. When, 
however, the marginal rates of tax have been 
considerably lowered, tax concessions ought 
to be sparingly used. To take the ca.se of tax 
concessions on National Savings Certificate, 
Unit Irust units, etc, where the rate of 
interest i' 12 per cent to 14 per cent. The 
long run lair ol inflation is estimated to be 
9.8 pet cent {R .1 Mody’s estimate in EPW 
of August 9, 1986). Even at this high rate 
of inflation, the real rate of return on these 
forms of financial assets would be 2 per cent 
to 4 per cent if one did not belong to the 
income tax paying caiegoiy such as the 
agriculturists or the non-agriculturists who 
fall below the income tax limit. Perhaps for 
the first time in India since 1955-56, we have 
assured such a real rate of interest to savers. 
This should reduce the attractiveness of 
other alternative assets such as gold. Our 
neglect in the past to assure a reasonable 
return on savings invested in financial assets 
has cost us dearly in terms of the diversion 
of savings into unproductive forms such as 
gold, real csuiie and hoarding of goods. 
With ailiactivc rates of interest this has been 
partly corrected. The problem still remains 
for those falling within the income tax net, 
when inflation continues at a high figure. 
Thus an income tax payer in the marginal 
tax rate bracket of 50 per cent, would find 
that his post-tax return on National Savings 
Certificate is only 6.2 per cent and if the 
inflation rate exceeds 6 per cent then this 
particular financial asset yields to him a 
negative return. The authorities then have 
a choice of raising the intere.st rates still 
further or granting tax concession on interest 
earned on these Hnancial assets. Perhaps a 
tax concession on interest earned on parti¬ 
cular financial assets is a better alternative 
in terms of overall costs involved and would 
be justifiable on the ground of assuring to 
the tax paying saver a real positive return. 
The upper limit of Rs 7,000 interest income 
as a qualifying amount can be raised. From 
this point of view offering of Indira. Vikas 
Patra at the diziy interest rates of 15 per cent 
is difficult to understand. Also it is difficult 
to understand the tax exemption on principal 
amount invested in National Savings 
Ceitificates. 

Tax Con< essions on Principal 
Amount 

Ihx concessions on principal amounts 
invested in provident fund and life insurance 


policies have been of long standing. This 
practice has now been extended to the 
National Savmg.s Certificate, for an invest¬ 
ment upto Rs 40,000. The entire idea of tax 
oemption of this nature not only violates 
all canons of equity but also goes against 
economic logic. The 6-Year National Savings 
Certificates ate medium-term instruments of 
savings. Should they be treated .on par with 
the provident fund? Secondly, exemption of 
the principal amount from income tax is 
qualitatively different from the exemption 
of interest. Exemption of interest from 
income tax restores the incentive (by way of 
the interest rate) in an equal measure for all. 
Thus if the rate of interest is 10 per cent, it 
is IQ per cent for all. But when the tax 
exemption covers the principal amount, the 
effective rates of interest differ for different 
income groups. Thus on the NSC, a 12.4 per 
cent interest would be available to a non-iax 
payer. But to a tax payer in the range of 50 
per cent marginal taxation rate, the first 
Rs 6,000 would be earning a fantastic rate 
of 24.8 per cent per annum. One can only 
say that for this portion of borrowing the 
government is paying a usurious interest 
rate. Thi.s is because on an investment of 
Rs 6,000, the tax payer is in effect paying 
only Rs 3,000 because had he not invested 
in the NSC, he would have paid a tax of 
Rs 3,000. At the end of 6 years, these 
Rs 6,000 will become little more than 
Rs 12,000. So for the lax payer R.s 3,0(X3 
becomes Rs 12,000 in six years. What is even 
more, for the government, the net addition 
to resources is not Rs 6,000 but only Rs 3,000 
and in return the government has to hand¬ 
over Rs 12,000 at the end of six years. Is this 
a sustainable process? Is this merely a 
process of transferring savings to the public 
sector or is it a process which really stimu¬ 
lates new additional savings? Even if the new 
savings are getting generated is not the cost 
prohibitive? 

How much interest can be paid on 
savings? We can attempt a tentative answer. 
The incremental capital-output ratio is esti¬ 
mated to be 5.5:1 in the Indian economy. 
Now if we suppose that nothing goes to 
labour and enterprise, the maximum that 
can be paid to capital is 18 per cent. But 
actually the share of labour in the incre¬ 
mental product may be half or more. That 
cuts the permissible return on capital to 
9 per cent. But if enterprise and manage¬ 
ment are to be rewarded rather than the 
pas.sive interest earners, a real rate of interest 
exceeding 5 per cent should be considered 
to be on the high side. The government has 
many investment obligations, the returns on 
many of which, such as education, social 
welfare, public infrastructure, are financially 
non-realisable, though they are justified on 
cost-benefit basis. The government therefore 
has to be careful in offering high rates of. 
interest, though of course positive real 
interest should be assured. 


Interest as incentive 

The idea that interest is an inducement for 
savings can be overplayed. Much of the 
savings is in the nature of hump savings such 
as provision for old age and retirement, 
education, marriage and setting up of 
children in life and for building one’s own 
house. In a growing economy, with popula¬ 
tion and teal incomes growing, these humps 
tend to grow, thereby generating positive 
savings. There should be a real rate of return 
on savings. But whether the savings are 
highly interest elastic or interest inelastic is 
an important question. Would a 25 per cent 
increase in the real rate of interst from, let 
us say, 4 pet cent to 5 per cent, cause the 
household savings to increase from 16 per 
cent to 20 per cent. To some extent, what 
type of public policy is called for depends 
on an answer to this question. One can only 
speculate. The poor who constitute 40 per 
cent of the population do not save at all. 
Middle and upper middle classes are good 
savers but their savings constitute a small 
proportion of total savings. The richer 
classes may be .saving a large fraction of their 
incomes. Suppose they are saving 50 per cent 
of their incomes. Is it possible that a family 
with Rs 2 lakh income, spending Rs 1 lakh, 
will reduce its expenditure by Rs 25,000 
when the real interest goes up from 4 per 
cent to 5 per cent? On the other hand, a 
family with lower income saving a small 
fraction of its income is likely to be more 
responsive. For example, a family with 
Rs 20,000 may be saving Rs 2,0(X) and 
spending Rs 18,000. If the real interest rate 
goes up by 25 per cent, from 4 to 5 per cent, 
the savings may increase from Rs 2,000 to 
Rs 2,500 because that would involve a cut 
in expenditure of Rs 500, that is, of only 
about 3 per cent. In other words, the savings 
of the rich are likely to be interest inelastic. 
But middle class savings form a small pro¬ 
portion of the total flow of savings. There¬ 
fore we are applying a middle class stimulus 
to a richer class. In the process we are 
eroding the tax base and getting into an 
internal debt trap. By extending exemptions 
to the principal amount invested in parti¬ 
cular fbrm^ such as the NSS, wie have 
resorted to a costly and inequitous method 
of borrowing. A full or partial exemption 
of interest income would have been enough. 
With marginal income tax rates considerably 
reduced, with monetary interest rates raised 
above the inflation rate and with the avowed 
policy objective of keeping the inflation rate 
within the limits of S per cent per annum, 
instead of multiplying tax concessions, the 
time has come to restrict them. 

[This is a revised version of a paper presented 
at the seminar on *‘Long-1%rm Fiscal and 
Monetary Policy” held at the M S University 
of Baroda on December 20 and 21, 1986. The 
author is "rateful to B V .Mehta and other 
participants for useful remarks on the original 
paper.) 
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Urbanisation and Rural Change in West Bengal 

Biplab Dasgupta 

The particular pattern of urbanisation in West Bengal—the overwhelming role of the primate city, the wide 
gap between the former and the other major cities in the region in terms of population size, economic activities 
and cultural influence, and the predominantly rural character of the other areas in the region—is distinct from 
the alternative pattern of decentralised urbanisation one sees in Punjab, Haryana, Kerala and some other states. 
The author argues that this contrasting pattern of {urbanisation has a great deal to do with the differing land 
tenure systems, the colonial economic policies pursued by the British, and the course followed in terms of economic 
development in these two types of areas during the post-independence period. 

Section I of the paper deals with defir. iHonal and conceptual problems relating to various types of urban areas, 
and presents a historical account of the evolution of the present pattern of urbanisation. In Section II the present 
pattern of urbanisation is analysed and some case studies are introduced. Section III deals with the impact of 
urbanisation on rural areas, and in Section IV the impact of urbanisation on urban areas has been considered. 
Section V puts forward a particular strategy for urbanisation which emphasises decentralised urban growth with 


a rural focus. 

11 his IS the concluding pait ut the paper wl 

111 

Rural Impact of Urban Growth 

THh urbanisation process anywhere in the 
wot Id involves consequential profound 
changes in rural life, some of the key ones 
being the following; 

i) It involves transfer of population from 
I urul to urban areas, by way of migration. 
In cases of iriust urban areas, the initial 
impulse for growth conies via migratory 
movement, though in its more mature state 
natural birth of the local population over¬ 
takes net in-migration, while the offsprings 
of the first generations are treated as locals. 
Rural areas act as a kind of reservoir of man¬ 
power from which the factories, offices and 
various services secure their labour supply. 

ii) It involves transfer of food, to be pro¬ 
duced by a relatively smaller proportion of 
agriculturists out of a smaller amount of 
available land, for a relatively larger propor¬ 
tion of non-agriculturists residing in the 
towns, who play no role in the production 
of food they need for subsistence. This 
necessitates a better organisation of agri¬ 
cultural production to raise productivity per 
unit of land and per unit of labour, a shift 
in the cropping pattern and other produc¬ 
tion activities in line with changed tastes and 
preferences of the urban consumers, and a 
system of mobilisation and distribution of 
agricultural surplus to the town population. 

iii) To the extent urbanisation is accom¬ 
panied by the development of town-based 
large-scale industries, the cropping pattern in 
agriculture would have to be changed in line 
with their raw material requirements. In 
other words, more of the agricultural pro¬ 
duction would have to be shifted towards 
production of commercial crot». in place of 
the subsistence crops in vogue. 

iv) Urban-based industrialisation would 
also require the use of the rural sector as a 
major market for its products, either ex¬ 
clusively, or to supplement export demand 
and the demand placed by the urban sector 
itself. This would, in the first instance, talce 
place at the cost of the rural industries, 
thereby causing displacement of rural arti- 
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sans, but in the latter stage would crucially 
depend on the level of living and changes 
in tastes and preferences in the rural areas. 
While in the pre-urban societies, rural areas 
produced both industrial and agricultural 
produrts, urbanisation would promote a new 
social division of labour between the two 
sector—the rural sector now spepialising in 
agriculture, while the task of industrial pro¬ 
duction being increasingly shifted to the 
urban areas. 

v) Urbanisation would also necessitate a 
new rural order, which is responsive to 
monetisation, market demand and techno¬ 
logical challenges emanating from the 
broader economy, compared to isolationist, 
self-reliant and subsistence production 
coupled with some petty commodity pro¬ 
duction for a protectMl market. This would 
imply growing disintegration of the feudal 
production relations, and a freer movement 
of labour, goods and services with their 
attendant social and political implications. 
There cannot be a mature urban society 
which is based on pre-capitalist forces 
of production forces/and relations of 
production. 

In case of West Bengal all these changes 
are noticed in the course of urbanisation 
over the past two hundred odd years. First, 
as our papers on “Migration and Urbanisa¬ 
tion"^’ and “Evolution of Settlements and 
Urban classes”^ show, urban growth in this 
area involved large scale organised migration 
over long distances—to mines, plantations, 
jute factories, kuthis for processing indigo 
poppy or silk, and road or imiway construc¬ 
tion sites. In most cases these involved inter¬ 
state migratory movements, particularly 
from the tribal and other backward areas of 
Bihar, Uttar Pradesh and Orissa (and Nepal 
in case of Darjeeling tea gardens), organised 
through the ‘sirdar system*, the labour con¬ 
tractors who visited the villages and induced 
people to come. The potential migrants were 
often offered advances and promises of land, 
and jobs, food and accommodation for the 
entire family. Such long distance migration 
became necessary because the local agri¬ 
culturists weie rductant to participate in 
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those activities by abandoning their tradi¬ 
tional occupations—partly because the agri¬ 
cultural production in the state was adequate 
in the normal years, and partly because they 
preferred that way of life.” 

The earlier waves of migration provided 
these distant areas with the much-needed 
contact with the towns and their labour 
markets; and hence reduced need for 
organised migration in the latter phase. The 
contacts in the town gave information, 
advanced money, met them at the railway 
terminal, found jobs and accommodation 
for them, and provided them with security 
and support—all of which encouraged 
further migration.’® As noted above, such 
migration continued even after formal job 
opportunities stopped growing, as they 
found shelter in the flexible and ever-growing 
‘informal sector—as porters in the bazars 
and railway stations, as rickshaw-pullers, 
and as travelling salesmen. They performed 
magic, told fortunes, and sold everything 
that could possibly be sold from the pave¬ 
ment, worked as domestic servants and 
carried out other personal services. 

Over time, the supply of local labour also 
increased, with the growing differentiation 
of the peasantry and the displacement of 
artisans in the Bengal countryside.' Increas¬ 
ing commercialisation and monetisation of 
the rural economy brought in its wake heavy 
indebtedness, land transfer, eviction of 
tenants, greater vulneiabih'ty to natural 
calamities, and the resulting land concentra¬ 
tion with landlessness as its obverse. As the 
figures given in the paper on “Evolution of 
Settlements” suggest, rural migrants from 
Midnapore^ Bankura, Birbhum, as also from 
other backward distrias converged-on the 
five more developed districts—Calcutta, 
Howrah, Hooghly, 24 Rarganas and Burdwan 
in search of jobs, many of them having been 
pushed out of the land they possessed and 
having no other means of livelihood in the 
rural areas.” 

However, it was not always the poorest 
who migrated. Migration took place from 
all the social classes in the rural areas, with 
different objectives and for different jobs. 
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In fact, the larger the urban centre the 
greater was the possibility that the migrant 
from a Bengal district was a somewhat 
better-off peasant, while the poorer moved 
over shorter distances, usually in the smaller 
urban centres in the vicinity. Those from the 
wealthy aristocratic rural families, having 
better access to higher levels of education, 
plumped for high level professional jobs, 
while family members of jotedars and other 
richer sections of the peasantry moved into 
middle class occupations. Many of these 
sections retained links with land even after 
migrating to the towns, and often main¬ 
tained two establishments in villages and 
towns both under the unified management 
of the same joint family patriarch, who con¬ 
trolled the flow of manpower, finance, etc, 
between the two. As the bureaucracy pro¬ 
liferated, and the activities of the govern¬ 
ment expanded to diverse fields such as 
education, health, civic management, etc, 
the demand for skilled manpower grew 
which prompted further migration from the 
better off sections of the peasantry. 

Another important factor including 
migration was the repeated ixcurrcnce of 
famines during the British period, which 
forced the destitutes to move to towns for 
relief. This again was a reflection of the 
disintegration of the traditional system of 
crop-hoarding for disaster years in the rural 
areas, and the decline in the purchasing 
power of the people. This, along with 
'organised migration*, the vast inflow of 
refugees after the independence of the coun¬ 
try, makes nonsense of purely cconomistic 
interpretations of migratory movements as 
voluntary decisions by individuals based on 
calculations of expected rural-urban income 
differentials, as depicted in the fashionable 
Ibdaro model. 

Coming to the post-independence period, 
while migration continues to be an impor¬ 
tant factor in urban growth (particularly 
with refugee movement in the earlier years), 
its relative importance is showing unmistak¬ 
able signs of declining. Whereas migrants 
accounted for 54 per cent of the urban 
population of West Bengal in 1961, by 1971 
the proponion declined to 39 per cent. 
Further, whereas urban migrants accounted 
for 52 per cent of total migrants in 1961, by 
1971 the figure registered a 7 per cent drop 
to 45 per cent. Rural-rural migration appears 
to be even more important now-even among 
the male migrants alone ignoring large 
female migration associated with marriage— 
than rural-urban migration. Further, the 
volume and relative importance of both 
refugee and inter-state migration have 
declined, while most of the male migration 
is now within the state and from one rural 
area to another. While the decline in the pro¬ 
portion of refugee migrants is understand¬ 
able, the slowing down of inter-state migra¬ 
tion indicates increasing difficulties of 
finding jobs in urban labour market and the 
prssure of rempetiUon from the local 


unemployed. This also, in a sense, indicates 
(he limit.s to urbanisation, even after allow¬ 
ing for growth in (he informal sector, in 
absence of dynamic industrial progress.’’ 

The paper by Punyabrata Sarkar attempts 
to test the validity of the Todaro model in 
the context of \^bst Bengal, by linking intra¬ 
state migration to cities (that is urban settle¬ 
ments with more than 1,00,0(X) population) 
with expected rural-urban income differen¬ 
tial in the origin. The calculation was made 
separately on the basis of formal and in¬ 
formal sector earnings and the probability 
of finding job was estimated on the basis 
-of the proportion of employed among the 
workforce. He found that the expected 
income differential variable gave a poor and 
statistically insignificant explanation, while 
landlessness and land distribution in the 
origin yielded better, statistically significant 
result.s. ITiis further confirms that migration 
decisions are less a matter of subjective 
estimation of employment and wage oppor¬ 
tunities by concerned individuals than ones 
which are influenced by the overall economic 
and social environment.’'' 

Recent data on migration to Durgaporc, 
the steel town which has regi.stered a very 
high rate of population growth in three 
decades, give some highly interesting results. 
It shows that, like industryward migiation 
in the past, most migration was over a long 
distance—only 12 per cent from within the 
district and another 23 per cent from the 
peripheral districts, while 65 per cent came 
from the other parts of the state and other 
states. More important, 41 per cent came 
mostly from the developed districts of 
Calcutta, Howrah and 24 Parganas. Apart 
from the fact that inter-state migration is 
relatively unimportant and is concentrated 
among the senior and high-skilled personnel, 
which by itself is a radical departure from 
the past trend, many of the workers come 
from middle class background and are first 
generation working class. This is a new 
feature, and is likely to become more pro¬ 
nounced if the skill-content of the new 
industries becomes high. Furthermore, a 
large proportion of them pos.<iess land, and 
maintain close links with their origin and see 
their stay in Durgaporc as a temporary one, 
as the paper of Sukumar Sen shows.” 

The declining trend of townward migra¬ 
tion indicates that, unless the pace of 
industrialisation is stepped up and other 
attendent economic activities are promoted, 
the demographic growth in the urban areas 
would largely become a function of natural 
increase; and the level of urbanisation would 
remain low. 

Secondly; coming to food prodaction for 
the non-agriculturists living in the towns, 
this had also been a priority concern in the 
British days. In fact one of the causes of the 
famines during the colonial period was the 
policy of the British government to buy up 
the rural surplus for the army, civil servants 
and urban-dwellers and encourage food 


trade, and to step up such activities in 
drought years leaving the rural ^population 
to fend for themselves. However, while the 
machinery for mopping up rural surplus was 
perfected, with the zamindari system as its 
main prop along with trading companies, no 
similar concern was .shown for modernising 
agriculture or redesigning the production 
system. The food productivity was low, and 
the main method of increasing agricultural 
production was by way of extension of 
cultivated land by clearing forests and bring¬ 
ing under plou^ erstwhile ‘wasteland’ left 
as common land for grazing. West Bengal 
remained a food deficit area, whose food 
production came under severe pressure after 
the country's independence, when the addi¬ 
tional refugee population had to be fed while 
at the same time diverting a part of the food- 
producing land in favour of raw jute pro¬ 
duction to compensate for .h: loss of jute¬ 
growing areas. 

During the thirty years following India's 
independence, agriculture continued to be 
ignored, the needs for modernisation were 
overlooked, periodic food crises brought 
de.stitutcs to Calcutta and other urban areas, 
while the slate remained dependent on the 
central government for food assistance. 
Rationing was introduced from time to time, 
and restrictions were imposed on the supply 
of food in order to ensure a proper function¬ 
ing of the system of procurement and 
di.stribution of food. The situation has eased 
with the overall improvement of food pro¬ 
duction in the country since the late sixtie.s, 
and some improvement has been registered 
with productivity but it is still too low to 
support large-scale urbanisation or even 
rural industrialisation beyond a point. The 
system of food distribution has vastly im¬ 
proved, with a more elaborate network of 
food shops in the towns and villages, and 
better functioning of the Panchayats as 
watchdogs and as the main relief agency 
during natural calamities.’* 

It is interesting to note how urbanisation 
has affected, agricultural production dif¬ 
ferently in different areas. In case of the 
enclave economics, such as the tea towns of 
Jalpaiguri, urbanisation has brought about 
little change in the subsistence production 
around.” In the rural areas adjoining 
Siliguri, the possibilities of earning cosh 
income from casual work in tea gardens or 
smuggling operations or trading activities 
has discouraged agricultural acrivities. In the 
rural areas in vicinity of Howrah, the pos¬ 
sibilities of work in the engineering industry 
and allied activities have dissuaded the 
agriculturist from giving as much effort to 
agriculture as would have been the case 
otherwise. In the rural areas near Chitta- 
ranjan township, on the border with Bihar, 
the alternative of a secure, continuous 
industrial employment with immediate cash 
income has discouraged participation itt 
agriculture which is seen as risky witb 
variable income and invotvjng a great des^ 
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of w^ting before income accrues.^* A.t the 
same time, it is highly significant that the 
rural areas in the neighbourhood of the city 
of Calcutta, and the industrial areas along 
the banks of the river Ganga, are agri¬ 
culturally the richest, most productive and 
technologically most advanced in the state. 
This explains the paradox of high level of 
migration to tiie rural areas of these Indus- 
trialised-urbanised districts, from other 
districts where agriculture is almost the only 
means of livelihood. 

Thirdly, the impact of urbanisation and 
industrialisation in terms of the production 
of raw materials for factories is test seen in 
case of raw jute production. In case of 
Howrah, the local farmers, who drew away 
from factory work because they did not like 
its environment, took advantage of the jute 
factories by growing jute for those.Even 
earlier, the processing of silk, poppy and 
indigo in kuthis made these rural areas 
develop into towns; and though their pro¬ 
ducts were mostly meant for exports and not 
for consumption by domestic faaories, their 
cultivation encouraged production for the 
market and hastened monetisation of the 
economy, since in most cases the traders 
made cash advances to the farmers. How¬ 
ever, commercial crop production is still very 
low, though recently some progress has been 
made in increasing acreage under potato and 
oilseeds, in addition to raw jute. Generally 
speaking, the developed districts around 
Calcutta and Burdwan show the best figures 
in terms of acreage tmder commercial crops. 

As for the role of the towns in inducing 
changes in production pattern in line with 
the tastes and preferences of the urban con¬ 
sumers, this is observed in the higher acreage 
devoted to vegetables. While poultry and 
dairying are also growing activities, these are 
still small compared to the sc ale of demand 
for tho$( in Calcutta and other urban areas. 
As for the growth of rural areas as markets 
for industrial goods, this again is much in 
evidence, often at the cost of the rural 
industries; but the scale of such demand is 
a function of the purchasing power of the 
rural masses, which is still low. 

Lastly, as for the changes in the rural 
order, the colonial rulers, for understandable 
reasons, were opposed to such change. By 
carrying out permanent settlement in 1793 
they actually strengthened the rural vested 
interests in order to use them as a major 
prop of their rule. Though some tenancy 
reforms were carried out in 1859,1885 and 
1928, these were mainly in the interest of the 
richer section of the peasantry, while the 
sharecropping tenants were subjected to evic¬ 
tion at wlll.^ However, the introduction of 
commercial crops, in-migration of labourers 
from other areas, the use of advance for 
promoting particular productions and the 
formalisation of land records, all these 
helped to create markets for land, labour and 
credit iq the rural areas and enhanced the 
ffldbility of factors, goods and services, 
these aiso led to the growing monetisation 


of the economy, increasing production for 
the market, and the differentiation of the 
peasantry, which, as noted earlier, facilitated 
rural-urban migration and the growth of 
towns. 

Expofbd to these forces, the rural areas 
underwent significant transformation in 
terms of size disfi ibution of villages in dif¬ 
ferent areas, Whereas ip the pre-colonial 
days the villages were small and their 
population were more widely dispersed, 
under the colonial regime the tendency was 
for them to become more compact and for 
the rural population to concentrate in a 
smaller number of larger rural settlements. 
As our paper on the “Evolution of Settle¬ 
ments’’^' shows, the proportion of villages 
with population smaller than 500 was 
drastically redticed, while the proportion of 
those with more than 2000 inhabitants 
showed a sharp increase, and the total 
number of villages fell, the average village 
population now becoming much higher. This 
leriiicncy was more marked in areas nearer 
to the bigger urban centres, particularly 
Calcutta city. The largest amongst those 
eventually became towns. 

While there is no scope for a detailed 
discussion on post-independence land 
reform in this paper, it is sufficient to note 
that the abolition of large-scale absentee 
landlordism in the early fifties created a 
basis for land-based urbanisation, while the 
inability or unwillingness of the state govern¬ 
ment to effectively apply the ceiling legisla¬ 
tions or to stamp out various abuses of (he 
legislations limited the scope for such 
development. In contrast, a more effective 
land reform implementation since 1977 
under the Left Front government coupled 
with the establishment of a powerful 
panchayat system at the grass roots level 
have, in addition to bringing down u;> 
warranted rural-urban migration induced by 
natural calamities and/or evictions, also laid 
the foundation for agricultural growth, as 
reHected in increased production, more 
markaed production particularly of jute, 
potato and oilseeds, and greater producti¬ 
vity. All these, by strengthening agriculture; 
would also augment the process of urbanisa¬ 
tion based on agricultural prosperity in the 
years to comc.^* 

So far we have mainly discussed the 
economic impaa of towns on the rural areas. 
No less important are the cultural ones, 
which reshape tastes and preferences in 
favour of urban goods, transform values 
which now become more individualistic, 
hasten the disintegration of the joint family 
syston, and lead to the growth of new types 
of organisations, such as trade unions and 
political parties. Some of these have been 
discussed in P K Oasgupta’s paper. 

IV 

f 

Urban Impact of Urban Growth 

How does urban growth inHuence urban 
areas themselves? We examine such impact 


in terms of the following sets of indicatotst 
demographic, occupational, infrastructurai . 
and social. J 

DemographicaUy, a number of tendencies , 
are clearly in evidence. One of the key 
demographic variables is of course gender- 
ratio. Other things remaining the same, the 
larger the urban centre the smaller is usually 
the proportion of women. Similarly, the 
more industrialised the town the less would 
be the relative numerical weightage of the 
women, in the population, while towns 
closer to agricultural areas and having a non¬ 
industrial character would have a higher 
share of women in the population. Further, 
a town with a larger migrant population 
would adversely affect the proportion of ' 
women in the population. All these features 
are inter-related: the proportion of migrants 
is likely to be higher in larger and more 
industrialised urban centres, and the former 
arc likely to be adult males who would leave 
their families behind in the native villages. 
Among the migrants, more ot inter-state 
migrants ate likely to be found in larger 
and/or more industrialised urban centres, 
and they are even less likely to bring their 
wives than their imra-state counterparts. For 
all these reasons, the gender ratio declines 
from 919 in case of Class HI towns, to 914 
and 793 in case.s of Classes II, and I, with 
Calcutta city having a ratio of 712, one of 
the lowest among the cities of India Simi¬ 
larly, even within Calcutta urban agglomera¬ 
tion, one finds wide variations in gender- 
ratio, with an industrial town such as 
Bhatpara having a figure as tow as 760 
compared to 905 in case of Baruipur, on the 
fringe which has a very low percentage of 
migrants and whose economy is no more 
than the projection of the surrounding 
agricultural economy. 

Perhaps, more important from our point 
of view is what happens to this ratio over 
time: Here again, the trend is unmistakably 
towards a more balanced ratio. This happens 
because eventually migrants marry or bring 
over their families to the destination, their 
children produce a more balanced ratio 
between genders, natural growth becomes 
increasingly more important than migration 
and even the hitherto industrialised towns 
become increasingly tertiarised. In case of 
the Calcutta city, the gender ratio improved 
from 456 in 1941 and 580 in 1951 to 636 in 
1966 and 712 in 1981. In case of Ourgapore, 
which showed a very low proportion of 
women in 1961, at 338 per thousand, 
immediately after it was founded, produced 
a more balanced ratio of 822 in 1981. This 
tendency has been amply confirmed in case 
of Jamshedpur, the oldest steel town in the 
country, with a highly unbalanced gender 
ratio in 1911, but which improved to 846 in 
1981, by when it achieved a better balance 
between the migrants and locals and shed 
quite a bit of its industrial character,** 

Comparable to gender-ratio in indicating 
the character of a town is the dependency 
ratio, that is the proportion of children 
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(below IS) and oldaged (above 55} in the 
population. For the reasons mentioned 
above; one would expect the high depen¬ 
dency ratio to be correlated with low gender- 
ratio, and to achieve subiiity and maturity, 
over time, as the balance between various 
age-groups appioximates that existing in the 
general population. 

There is a secular tendency towards 
nucleation of households, as reflected in the 
average family size, over time. This is partly 
because of the social forces which influence 
the disintegration of the joint family and 
partly due to the fact that, unlike agri¬ 
cultural-based activities which can be con¬ 
ducted by the whole family together, urban 
jobs tend to encourage the splitting up of 
the family fur work in various places. 
However, average family size is likely to be 
small also in areas dominated by migrants 
or having an industrial character. Over time, 
on the one hand, with decline in th'* propor¬ 
tion of migrants and in the importance of 
industrial activities there would be a ten¬ 
dency for the average size to grow, while on 
the other hand the secular tendency towards 
nucleation, for .social and job reasons, would 
exert a pull from the opposite side. On 
balance, the average family size is expected 
to decline over time, as demonstrated by the 
figure for Calcutta, which improved from 
456 in 1941 to 580. 612, 636 and 712 in the 
following census years. 

Another noticeable demographic ten- 
'.ency, already mentioned above, is for the 
migrants to be increasingly concentrated in 
the peripheries of the towns, which would 
show a higher rate of growth than the town 
itself, and would eventually become a part 
of the town. Saturation of the core, accom¬ 
panied by expansion in the periphery, until 
the periphery itself becomes a part of the 
core and the migrants begin concentrating 
just outside the erstwhile periphery, is 
already noticed in case's of Calcutta and the 
Calcutta LIA. 

Coming to occupational characteristics, 
we have already noted that the main inspira¬ 
tion for urbanisation in West Bengal came 
from industrial activities—which explains 
the concentration of urban population in 
Calcutta UA and Asansol-Durgapore sub¬ 
division of Durdwan. In other areas, urban 
activities arc strongly correlated with trading 
or services, as in the case of Siliguri or 
Malda. In cases of the backward western 
districts, as the paper by Sudeshna Ghosh 
Roy shows, no strong correlation exists 
between urbanisation and any of the occupa¬ 
tional variables.'*’ 

However, even in the industrial cities and 
towns, over time the tendency is towards 
increasing tertiarisation of the occupational 
structure. A good exampliv is provided, 
again, by Durgapore, where, to start with, 
more than 83 per cent of the workers were 
engaged ip manufacturing wd construction, 
as reveal^ by the l96K(rata; but by 1971, 
the proportion engaged had declined from 


24.40 per cent to a small 4.2S per cent with 
the completion of most of the projects, while 
the peak of industrial employment declined 
to r^uce the proportion engaged in manu¬ 
facturing from 59 per cent to 56 per cent. 
The main beneficiaries were the tertiary 
activities, which registered an increase from 
16.87 per cent to 31.29 per cent.** In cases 
of the older industrial towns, the decline is 
even more remarkable; practically every¬ 
where tertiary sector empltqrment has over¬ 
taken that in the seconded sector. What was 
only two decades ago a town with a pre¬ 
dominantly working class population is now 
crowded with shop-keepers, offlee-goers and 
hawkers and salesmen of various types. 

This tertiarisation process partly follows 
the natural pattern of growth of a town; as 
the dominance of adult male migrant 
workers in the population is given .way to a 
more balanced age-gender distribution of 
population, and the growth of population 
outpaces the creation of job opportunities 
in the industries. Besides, the increase in 
population creates a high effective demand 
for a variety of consumption goods and 
services, which in their turn bring more 
people and create further demand for other 
goods and services. All these lead to the 
expansion of the tertiary sector over time; 
but that is not all. 


No less important as an explanation of 
tertiarisation is that it is an indication of 
gross underutilisation of labour power and 
the inability of the urban economy to 
provide jobs for those. In most cases such 
tertiary activities involve various types ol 
self-employment, which are usually l^elled 
as ‘informal sector activities’, and which are 
undertaken to avoid direct unemployment. 
It is a direct consequence of urbanisation 
without industrialisation, when a vast 
section of the town population is forced to 
take whatever comes its way and at whatever 
remuneration, just to keep itself afloat. 
These should be distinguished from the 
tertiarisation process revealed in the 
developed countries which raise from a 
change in the structure of the economy and 
are not means of avoiding direct unemploy¬ 
ment. In other words, a higher level of 
tertiarisation in the Indian context, far from 
indicating the maturity of the economy a la 
Colin Clerk, shows that the health of the 
urban economy is far from sound. 

Accompanying this trend is the tendency 
towards a decline in the work participation 
rate—the larger the town the lower is likely 
to be the participation rate, other things 
remaining the same. The participation rate 
in the towns is below that in the rural areas. 
This is largely because the opportunities for 
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the employment of women and childien are 
more restricted in the urban settlements. 
Whereas in the rural areas it is possible for 
women working in family farms to combine 
work in the farm with child care and 
domestic duties, and to follow a flexible time 
schedule for work, in the more formal and 
less flexible urban job market with stricter 
working hours and greater distance between 
the work place and residence, it is harder for 
women to participate. This is apart from the 
fact that certain biases operate against their 
employment which is generally restricted to 
some specific ‘female occupations'. It is 
equally true that more often than not the 
contribution of women in economic acti¬ 
vities in the towns is underestimated. While 
the sweetmeat-vender in the trains is a man, 
what is overlooked is that the women and 
children back home have been mainly 
responsible for its production. Many women 
work at home (e g, as tailors) for large 
enterprises at very low wages and without 
any of the benefits given to the workers in 
the organised industries, simply because it 
enables them to combine work with domestic 
duties. For the single women and widows 
from poor background domestic service is 
a major occupation, while nursing, teaching, 
etc, are some of the other jobs in which the 
women figure prominently. 

Another noticeable feature of the urban 
job market is that it contains, in several 
cases, a substantial proportion of cultivators 
and agricultural labourers. In case of Ghatal 
it was as high as 48 per cent in 1971, and 
only declined to about 42 per cent in 
1981.^'' In fact, the share of primary sector 
among workers increased, in case of each 
town sire-cla-ss, the tcndenL 7 being more pro¬ 
nounced in case of smaller urban areas, dur¬ 
ing 1961-71.^*'Even in Nadia district, which 
is partly covered by Calcutta UA, the pro¬ 
portion of cultivators and agricultural 
labourers increased from 6.85 per cent to 
12.05 per cent during 1961-71.'” Thi.s, as far 
as one can understand, is less a reflection 
of better job prospects in the rural areas than 
the fact that the urban job market is 
saturated, leaving many with no alternative 
but to sell their labour in the surrounding 
rural areas. 

This, of course, raises another problem 
regarding the analysis of occupation data for 
characterising towns—-that those living in a 
town may be working elsewhere, as agri¬ 
culturists (in case of Ghatal) or industrial 
workers or clerks in another, perhaps, larger 
urban settlement (as in the case of Clumdan- 
nagore). In other words, the occupational 
pattern of the town dwellers might not 
necessarily tally with the occupational distri¬ 
bution among workers within the town itself. 

Another important feature relating to 
urban employment is the prevalence of open 
unemployment among the local middle 
class, many of whom with some educational 
background. As a consequence, one would 
normally find a higher level of registered 
unemplt^ent among the local population 


than among the migrants. Tlds usually 
follows from two factors*. First, the fact tliat 
the immigrants cannot afford to be un 
employed for a long period, and if that 
happens they would return to their native 
places; those remaining and not finding jobs 
of their choosing would accept anything 
which comes their way or would opt for the 
informal sector where the entry conditions 
are more flexible. In contrast, a local youth, 
backed by his joint family, can afford to wait 
until a job more to his satisfaction is secured. 
Second, for the educated this consideration 
would weigh more heavily, and generally 
waiting would lead to better jobs. 

What this discussion on occupations 
shows is that the urban job market in West 
Bengal is already saturated, and even the 
informal sector jobs do not always permit 
a survival income. The net outmigration 
from Calcutta city, and the decline in inter¬ 
state population movement is also a reflec¬ 
tion of this phenomenon. This in turn, is a 
reflection of the overall economic situation, 
the fact that industrial growth is taking place 
at a pace which is too low even to absorb 
those who are already in the towns, not to 
speak of those in the rural areas who are 
aspiring to enter the urban labour market. 

Coming to infrastructures, here again one 
finds a widening gap between the needs for 
roads, drains, drinking water, sanitation and 
solid waste disposal arrangements and the 
existing capacity of the civic bodies to supply 
those. Most civic bodies, heavily dependent 
as these are on the state government for 
financial support, find it hard to take 
independent initiative, while even a ino 
generous contribution from the state budget 
would not even touch the bare surface of 
their problems. Leaving aside Calcutta city, 
even in the other municipalities within 
Calcutta UA the per capita water supply is 
on average less than 18 gallons (which is a 
progress over the much lower figure of 
around 12 gallons 15 years ago), the average 
length of pucca roads is only 7.71 kilometres 
per square kilometre of area, the average 
length of pucca drain is only 4.39 kilometres 
per square kilometre area, the sanitary 
system is .based on service privies which are 
emptied manually by sweepers carrying the 
night soil in buckets, and the solid waste 
disposal system is conspicuous by its absence 
in most places. If this is the situation in 
Calcutta UA, the conditions arc far worse 
in the other municipalities outside Calcutta 
UA area. Increase in urban population, 
without corresponding additions to civic 
facilities, is leading to a serious deteriora¬ 
tion in civic services in many of these 
municipalities.^” 

While there is some semblance, of a civic 
infrastructure in the municipalities, the non- 
municipal urban areas and rural areas along 
highways main water courses and railway 
lines and near th^ major urban centres are 
witnessing a rapid, but chaotic development 
of urban sprawls, which are closing future 
ootions for roadbuilding, drainage, solid 


waste disposal, water treatment and the con-. 
struction of other civic faciUties. Since these 
areas are not under municipal authotitin, 
land-use and house-construction activities 
here do not conform- to standardisrxl 
municipal norms and therefore jeopardise 
the possibilities of organised urban develop¬ 
ment in the future. These are often areas of 
fastest growth, where irreversible changes in 
land use and social environment are taking 
place which, unless stopped now, would 
make the tasks of town-planners in fitture 
that much harder.-'* 

Lastly, the .social tensions. These take 
many diflerent forms—from family conflicts 
and quarrels between neighbours to anti¬ 
social activities, communal conflicts and 
spontaneous out-bursts of violence sparked 
off by innocuous incidents. While West 
Bengal rightly boasts of a healthy climate 
in terms of communal relations, and of the 
virtual absence of riots, etc, which are almost 
a regular feature of urban life in several 
states, it would be wrong to assume that 
social tensions arc altogether absent from the 
stale. In many ca.ses such tensions have been 
channelised through political organisations 
and mobilisations, but a should be recog¬ 
nised that such tensions have their roots in 
the social and economic structure of the 
urban society. Overcrowding, lack of open 
space, deteriorating civic facilities, and 
declining job opportunities for the urban 
youth entering the job market—these are 
receipes for various kinds of tension, which 
get reflected in anti-social activities, sponta- 
neou.s acts of mass violence and sometimes 
also in chauvinist t3[prcs.sions of views, some 

.,s even by the highly educated elite of 
considerable intellectual standing.There 
are also sporadic attempts from time to time 
to incite communal riots or to make the 
workers from other states the targets of 
attack. Though, thanks to the vigilance of 
the Left Front cadres, such attempts are 
usually frustrated, there is no room for 
complacency. In a situation of declining 
econon^c opportunities, an identifiable 
social group ot ‘outsiders’ can easily become 
a target, at the least for verbal aggression. 
The tendency of the migrants in large cities, 
to concentrate in certain areas and in certain 
types of jobs, makes it ea.<ier to identify 
them as separate groups. On the other hand, 
in many cases, migrants tend to retain their 
rural cultural values, traditions and lifestyles 
and make limited effort to integrate with 
locals. What this shows is that urban growth 
non-synchronised with the expansion of the ' 
economic base, is fraught with all kinds of 
dangers, and hence the need for a strategy 
of urbanisation which takes those factors 
into account. 

V 

A Strategy for Urban Grtnvth 

One of the first points to be stressed is the 
need for decentrali.sed urbanisation, away 
from the heavy concentration of urban 
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population and activities one finds in 
Calcutta UA today. The pattern of urbanisa¬ 
tion .should be changed in favour of one 
..'ich could have emerged but for the 
v:olonial intervention and had urbanisation 
been linked with internal economic develop¬ 
ments, particularly in the rural areas. Such 
an approach would entail the development 
of a large number of smaller urban centres, 
and a uniform orderly hierarchical structure 
of urban centres from the very large to the 
very small, the latter being very close to the 
bigger villages in si^e and character. 

This strategy would be to the advantage 
of both the Calcutta metropolis and the 
smaller urban centres and the rural areas in 
the rest of the state; while the present state 
of highly unequal distribution of urban 
population, which makes some parts of the 
state ‘over urbanised’ while keeping the rest 
in a very rural state, is good for neither. We 
have already noted how, the overcrowding 
in the towiKs is telling on its civic infrastruc¬ 
ture and putting unbearable pressure on the 
labour market, leading to various types of 
.social tensions with dangerous portents. In 
case of Calcutta city, the situation has now 
reached a stale where the process of ‘net- 
outmigration’ has set in as the carrying 
capacity of the civic system has become 
more than fully extended. While the in- 
migration to other parts of the Calcutta UA 
is continuing, our brief account indicates the 
pressure to which it is subjected—including 
the phoney tertiarisation process and declin¬ 
ing work participation rates which charac¬ 
terise their job markets. 

If this is the situation with the Calcutta 
metropolis, it is worse in other areas of the 
state which, through migration, are losing 
some of their best talents and are also suffer¬ 
ing in terms of a misallocation of critical 
social inputs in favour of the metropolis. 
Swati Ghosh's paper shows the very high 
degrees of inequality in the distribution of 
medical and educational facilities between 
the more and the less developed districts, the 
former being largely coterminus with 
more urbanised, mainly Calcutta UA and 
Burdwan; though, hopefully, her paper 
shows that, thanks to the greater initiative 
taken by the state government since the late 
seventies, such inequality is declining.’'^ 
Nevertheless, the fact remains, that as long 
as this disparity between Calcutta and the 
rest of the state continues, no matter what 
policies are pursued, migration towards 
Calcutta UA cannot be avoided. 

There is often a tendency to focus on the 
.. remedies which would help to solve the 
problems of housing, transport, infrastruc¬ 
ture and employment of those living in 
Calcutta UA. What those advocating such 
policy fail to grasp is that it is a self-defeating 
.. exercise, and all its targets would be negated 
, by further flows of migration induced by 
such measures which would have the effect 
of widening the disparity between Calcutta 
UA and the rest of the state. Further, such 


a policy would make little economic sense. 
If a large number of hospital beds and seats 
in the colleges and universities in Cal. arta 
are occupied by those coming from other 
districts, would it not be cheaper to build 
those hospitals and colleges in the places 
from which they come? This would addi¬ 
tionally help to avoid the wastage of time, 
effort and money spent by the recipients of 
such facilities. A major problem in following 
such polity, however, is that the skilled 
personnel needed for running these medical 
and educational institutions—good doaors, 
teacher, etc—arc not usually attracted to 
those, areas, and would rather prefer to be 
in Calcutta UA. This again is another 
example of ‘egg-chicken paradox’; doctors 
do not want to go because there is no 
adequate provi.sion for the schooling of their 
children while teachers do not want to go 
because the facilities for medical treatment 
are inadequate and other professionals and 
civic servants do not want to go because of 
the absence of these and other facilities. A 
beginning has to be made at some point; 
otherwise things will remain as they are 
forever. 

There is another example of the effective¬ 
ness of a policy of investing elsewhere to 
make life in Calcutta UA better. Whereas 
until recently a major cause of cityward 
migration was periodic natural disasters such 
as floods and droughts, since 1978 such 
population inflow has been reduced to a 
trickle following a better management 
of disaster-relief through the local level 
panchayats, and the virtual ending of evic¬ 
tion of tenants by landowners through a 
rigorous implementation of the land reform 
legislations. The distribution of ceiling- 
surplus land to 12,00,000 landless peasants, 
the conferment of ownership rights on hut¬ 
ments to the landless squatting on the land 
of others, and the implementation of mini¬ 
mum wages for the agricultural labourers, 
along with the creation of jobs through 
food-for-work type programmes during lean 
seasons, all these have reduced the propen¬ 
sity of the village poorest to pick up their 
belongings and take to the road during 
disasters—natural or economic Making 
rural life better would be a cheaper and more 
effective way of solving the problems of 
overcrowding and insanitary conditions of 
life in the city’s slums, by inducing them to 
remain in the villages. Investment in land 
reforms and strengthening the local level 
village self-governments by giving them 
more resources, authority and responsibility 
should therefore be seen as an alternative to 
spending the same amount of money for 
urban renewal and slum-improvement pro¬ 
gramme for the same group of people after 
their forced migration. 

What we are ‘advocating is not by any 
means an argument against rural-urban 
migration or urban development as such. Vl% 
do not share the views of those who counter¬ 


pose the needs of urban devriopment against 
those for rural development. There is in fact 
no conflict between the two. Rural develop¬ 
ment programme no matter how directed, 
is bound to lead to the emergence of hew 
towns and to the growth of the old ones; as 
some of the big villages become bigger and 
eventually pass the 75 per cent occupational 
threshold. Such urbanisation is welcome and 
is positively Unked with rural progress. What 
we are opposed to is unplanned migration 
towards the larger urban centres, induced by 
disasters and various types of inequalities, 
which erode the economic and social base 
of the rural economy while adding to the 
mounting pressure on the meagre civic facili¬ 
ties of the former. Promoting urbanisation- 
in terms of the growth of a large number of 
towns, and of bringing about a structured 
ordering of towns by size-categories to ease 
the flow of goods knd services—should 
actually be an important objective of a 
positively orientated urbanisation strategy. 

Nor would this policy of decentralised 
urbanisation imply letting Calcutta further 
decline in order to promote urban develop¬ 
ment in other areas. Apart from everything 
else, Calcutta UA accounts for nearly 10 
million people, and its population would 
reach a figure of around IS million by 2011 
assuming that the entire growth would be 
without further migration and at a rate 
which approximates the natural growth rate 
in the state. Such colossal population cannot 
be easily shifted elsewhere; and hence, their 
special needs would have to be taken care of 
While we favour a decline in the numerical 
weightage of the Calcutta UA, the absolute 
population of this metropolis might con¬ 
tinue to grow for many years to come. In this 
situation, even to maintain dvic facilities at 
the present per capita level would involve 
massive financial investment, which cannot 
be avoided. Furthermore, even in a more 
decentralised urban structure, a metropolis 
would continue to play an important poli¬ 
tical, social, economic and cultural role. A 
metropolis like Calcutta is not a simple 
multiple of a smaller urban entity—its com¬ 
plexity, pivotal role in maintaining linkages 
with the key sectors of the economy and with 
other areas of the state and of the eastern 
region as a whole cannot be overlooked. An 
overgrown head is a severe burden, but the 
solution does not lie in chopping it off but 
in making it more efficient and vigorous by 
lightening its burden. Special attention 
would have to be given to Calcutta’s civic 
problems, while promoting poUdes such as 
establishing alternative growth cratres 
in other parts of the ^tate to reduce its 
numerical and economic dominance. 

Given the industrial character of most of 
the municipalities in Calcutta urban agglo¬ 
meration, thdr development is closely linked 
with the possibilities of industrial recovery. 

As long as the key industries like jutA 
cotton textiles and engineering continue to 
suffer from recession, and a large nutmber 
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of units remain sick or closed, there are 
limits to what can be done by infrastructural 
development atone. Here, along with large- 
scale investment in water supply, sanitation, 
drainage, etc, would be needed investment 
of even much higher order in industries, 
boosted by suitable policy changes in order 
to create a favourable climate for economic 
growth. The ‘freight equalisation policy’ of 
the central government with respect to steel 
denies eastern region of its locational advan¬ 
tage in terms of proximity to coal and iron 
mines, while it has to pay full transport price 
for the raw materials required for its own 
industries. A revision of this policy, a more 
generous allocation of plan fund for power 
and other projects, a belter distribution of 
industrial licences in place of a small pro¬ 
portion now given to the eastern region 
(which is less than what is given to an indi¬ 
vidual state like Maharashtra or Gujarat) all 
these would go a long way towards rejuvena¬ 
ting the economy of the region and would 
also ease the task of handling the civic issues 
confronting Calcutta’s core city as also the 
other municipalities 

Coming to the areas outside Calcutta UA 
a strategy of decciuralised urbanisation 
would imply several sets of piolicies; 

First, the encouragement to be given to 
the development of larger urban centres in 
other districts. The Uiirgapur-Asansol com¬ 
plex is already the major urban entity out¬ 
side Calcutta UA, and its growth rate is pro¬ 
mising. Success with industrial recovery in 
the region would also boost its economy and 
giowih rate. The cornplinicniarv pan of this 
complex IS the rich agiiculturai land of the 
rest of Buidwan which can lead to a dynamic 
agricultural-based urbanisation, in the 
Nortli Siliguri city, with its locational advan¬ 
tages in relation to north eastern India, 
Himalayan states and Darjeeling tourist 
resorts as also to the tea-timber trade of the 
area, is already showing unmistakable signs 
of growth. Here, as also in the case of Malda 
town, the main force behind growth would 
be trade and transport. The latter can take 
full advantage of its location to grow, sup¬ 
ported by the industrial development in 
Farakka power township on the other side 
of the river. On the southern part of the state 
Haldia-Kalaghat area, with a refinery, a 
fertiliser unit, a sea port of Calcutta, a 
petrochemical complex (to be constructed) 
and a power-generation unit, supported by 
the railway city of Kharagpur not far away, 
has a tremendous potential for growth, 
backed, as in the case of Asansol-Burdwan, 
by a thriving agriculture. Lastly, the Falta 
free trade zone on the south of Calcutta 
metropolis, on the other side of the river 
Ganga from Haldia, should provide another 
fpeus for industrial-urban development, like 
Kandia in Gujarat, These are the major 
identifiable 'countermagnets’ whose growth 
should be accorded a high priority by the 
state government. 


Second, the growth of district towns, 
mostly Class U towns with population 
around 60,0(X) to 80,000, which are already 
important centres of administration, educa¬ 
tion and medical facilities. Many of these 
towns have a long recorded history of three 
to five huiidiC': years, and their growth is 
a testimony to the lixational advantage:, they 
enjoy. In most cases these towns were 
selected as administrative centres by the 
British because of their established impor¬ 
tance. It would be easier to build on those 
than to construct new townships. In cases 
of most of these towns the civic facilities are 
highly inadequate; and development options 
have been clo.sed by haphazard growth of 
settlements. F.xten$ions to these towns 
should be suitably planned now, in order to 
avoid the mistakes of the past. 

Third, and in a sense most important from 
the point of view of a policy of decentraUsed 
urbanisation, is to promote urbanisation 
with a rural focus by making the municipa¬ 
lities the focal point of rural and regional 
development in the area. This policy would 
be in marked contrast with the priorities 
usually followed by the municipalities, that 
is concern with purely civic issues covering 
the people already in the town, e g, water 
supply, toads, drainage and garbage dis¬ 
posal. Not that such activities are un¬ 
important, but these should be followed 
within the context of a newly defined 
broader role in promoting rural development 
in the area. Such a shift in emphasis would 
also make sense for two other teasons. One, 
rural prosperity would spillover to the u "" 
areas, as surpluses would be converted inn 
better and properly maintained houses, more 
shops, markets, industries and various social 
activities by the urbanites with rural con- 
neaions. IWa this would also boost munici¬ 
pal finance which is handicapped by an 
excessive dependence on state subsidy and 
an inelastic property tax. A thriving uiban 
economy would make it easier for the 
mnnicipalities to collect contributions in 
various forms, as taxes and non-tax revenues, 
and to use those for building the necessary 
infrastructure. Without such economic 
change there are severe limits to what can 
be achieved even in terms of improvements 
in civic services on the basis of the shoe 
string budget they presently command. 

This would involve promoting a wide 
range of activities to mate it pos.sible for the 
municipalities to play their assigned role in 
regional development. Here the objective 
would be to undertake those activities which 
ate vital for agriculture and rurai industries 
but which no individual village would be in 
a position to afford. In other words, the 
municipal towns would provide the ’.scale’ 
for the village-based activities, e g, repairing 
units for the agricultural machineries, 
warehouses for fertilisers and other inputs 
and also for the outputs, banks, insurance 
companies, artificial insemination centres, 


chilling plants, fruit processing units, feed 
plants. Given the role these towns would play ' 
in the marketing of gocids a number of 
markets would require to be set up and 
maintained, which would also help the 
agriculturist (o get a bettei price for his toil 
and free him con.sidcrably troni dependence 
on brokers and other niiddlemcit. Such a 
policy would also involve the establishment 
of 3 network of roads which integrate the 
im .ucipul town with its hinterland, again in 
contrast with the tendency to link the rural 
areas with the major towns and cities. 

The paper by Ihpan Banerjee shows that, 
judged by per capita municipal expenditure, 
the level of activity of the West Bengal 
municipalities is almost half the national 
average—Rs 28.12 as opposed to Rs 53.14— 
and is about one-fourth of that spent in the 
municipalities of Maharashtra (Rs 113.01). 
This indicates the long history of neglect of 
the municipal administration in the state 
which, until recently, were mostly run by 
nominated bodies. Another major feature 
is the huge revenue gap, which accounts for 
37 per cent lo 51 per cent of the total 
expenditure, and makes the municipalities 
heavily dependent on the .state exchequer for 
functioning. Further, an analysis of the 
income side shows that 73 per cent of the 
municipal revenue comes from property tax, 
and another 12 per cent comes from other 
taxes, while non-tax revenues account for the 
remaining 15 per cent. For the municipalities 
to play the role in rural development a 
greater effort would be necessary to raise 
(i nee from its own sources, and to raise 
...<■>16 of it from non-tax resources; this tco 
would be easier once the perspective for 
municipal work changes and a wide range 
of activities is promoted on a commercial 
basis, may be supported by institutional 
credit. 

Such self-reliance in financial utrms would 
entail large-scale popular participation in 
municipal activities. Over the pa.st five years 
twice civic jiolls have been held, whereas in 
the preceding lS-20 years this was not held 
even once. This is a 'me change, and 
would m^ke it ea^ici - u-define municipal 
role w^i;. popular support. Furthermore, the 
distribution of power within the civic body 
has been shifted in favout of the elected 
element, while the administration has been 
S’ igt hened by the provision of officers in 
V. .rge of administration, finance, health 
and engineering from the state budget. 
Within .the municipalities, efforts are being 
made to further democratise decision¬ 
making by making sub-units (such as 
boroughs) self-reliant in certain matters. 
Besides, municipalities have now been made 
members of the district-based planning 
committees, in order to integrate their 
development activities with those in the rest 
of the district; which would indeed streng¬ 
then the possibility of making the municipa-. 
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Uties focal points for rural and regional 
dev'clopment. 

Abhijit Datta’s study of municipal 
idniinisttation raises the issue of the criteria 
for municipalisatiofl.’’ As the law stands at 
the moment, for an urban area to be 
municipalised the population would have to 
be a minimum of 10,000 and the density to 
be at least 2,000 per square mile, that is 
double the minimum criteria fixed for deHn- 
ing an urban area While such criteria would 
make economic sense, since it would avoid 
the costs of building the municipal infra¬ 
structure for the tiny urban areas, this might 
lead to greater difficulties of planning at a 
later date since the non-municipal areas are 
not guided by municipal norms of building 
and land use. By the time these areas come 
to satisfy the criteria for municipalisation, 
the anarchic character of these settlements 
would make the tasks of urban planners a 
nightmare This is an issue on which the 
decision-making would need to ponder over, 
whether a more liberal policy of munici- 
palisatioii would not at the end turn out to 
be cheaper and more efficient. 

lastly, this would still leave us with the 
problems of semi-urban large rural settle- 
ment.s, such as bandars and ganjas, many 
of which are also block headquarters, and 
which are in the process of being urbanised. 
Here too, even before they obtain recognition 
as urban areas, it would be necessary to 
introduce land use and building norms 
through the local level panchayats, in order 
to make the task of future urban planning 
somewhat easier. 
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AIDS 

HOW TO 
PROTECT 
YOURSELF 


AIDS is a dangerous disease and so far there »s no known cure lot It. 
So there are lot of rumours about It. But It Is not difficult to protect 
oneself from it. provided some facts about it are understood. 


MMATISAIDS7 YOU DO ft 

AIDS stands forAcquiroirimmuno-Oeficiency YOU ! 
Syndrome, it is caused by a virus that destroys Donate blood 
the body's natural defence system. iniectioi 

HOW IT SPREADS? your doctor, c 


YOU DO NOT CATCH AIDS WHEN 


The.only likely way for someone to catch the worker 


Have injections or any other treatment from 
your doctor, dentist or any other health care 


AIDS virus is from the blood or semen from an 
infected person to get inside his or her body. 
Most people gat AIDS virus by having sex 
with an infected person. The rest have it by 


WHAT YOU SHOULD AVOID? 

— Casual sex with strangers. It is always 
risky. You may not know that the stranger 
is an infected person. 


injecting themselves using needles shared — ^^ 3 ! gex. it involves the highest risk and 


with an infected person as happens common*, 
ly among the drug addicts. Only rarely trans¬ 
fusion of blood from an infected person have 
been responsible for its spread. 

Not everyone who carries the virus develops 
AIDS. In fact most will not. But anyone who 
has the virus can pass it on, even if they feel 
and look completely well. 

YOU DO NOT GET AIDS FROM 
— Normal social contact such as shaking 
hands, touching and hugging. 


should be avoided. 

— The more the sex partners, the more the 
risk. 

— Sharing ’njection needles with drug 
addicts. 

REMEMBER 

AIDS IS not a disease to take risk with. There 
is no cure. AIDS control depends on how 
people behave. 

FOR MORE INFORMATION: 


^ j .. You may write to Asstt. Director General 

- Swimming pools, restaurants and other o.^ectorate General of Health 


public places. 

>- Coughs, sneezes and spitting. 

—- Clothing. 

— Toilet seats, door knobs, food, glasses and 


Services, Nirman Bhavan, New Delhi—110011. 


YOU CANNOT CURE AIDS 
BUT YOU CAN CERTAINLY AVOID IT 

tSai iMuedby CENTRAL HEALTH EDUCATION BUREAU 
Vggy DGHS, KOTLA ROAD, NEW DELHI-1100( 


CENTRAL HEALTH EDUCATION BUREAU 
DGHS, KOTLA ROAD, NEW DELHI-110002. 
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The business that is Hindustan Lever is 
today over a hundred years old. 
Consumer products have made the 
Company’s name a household word. It is 
now moving in a new direction: from the 
consumer’s home to the core sector of 
India’s economy 

Directions for growth: 

Today’s emphasis is clearly on the high- 
tech areas of national priority. Over 60 
per cent of Hindustan Lever’s investment 
in fixed assets represents core sector 
business including industrial and 
agricultural chemicals. 

Using science with sensitivity: 

The Company’s R & D Centre has built 
over a quarter century of invaluable 
know-how attuned to the country’s 
needs. Its achievements include 
technology for use of unconventional oils 
m the manufacture of triglycerides to 
replace imports; a chemical that 
enhances photosynthefic efficiency of 
food crop plants, detergent actives from 
renewable sources; and processes for 
upgrading sal for a higher value-added 
product. The Centre is now engaged in 
research into plant genetics and 
immunology, both regarded as frontier 
areas in the field of biotechnology. 

Products mads in India for the world: 

Hindustan Lever earned lor the country 
Rs 84 croie in foreign exchange in 
1985 Its exports to over 40 countries 
around the world in the last five years 
alone amounted to Rs. 360 crore. 

A Company of paopis: 

Hindustan Lever is a Company of people 
committed to professional excellence- 
people who have made tomorrow begin 
today. 




Hindustan Lever United 
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Growth of a Sort 

THE government's "Economic Survey. I986-87**, presented to parliament on 
Hiesday. opens with the claim that the Indian economy "is now on a new growth 
path". In the eighth it is pointed out, the avenge annual mte of growth so 
far has been S per cent which is "much higher” than the historical trend mte 
of growth. It is, of course, known that any computation of the average rete 
of growth in the etudes owes not a little to the accident of the base year, 
1979-80, having witnessed a decline in real gross national product of as much 
as 4,7 per cent. More important, while the Economic Survey emphasises the 
rising industrial growth rete and the “resilience* of the agricultural sector 
despite a succession of weak monsoons, these are not the sectors which have 
made possible the 5 per cent growth rete of the economy in recent years. The 
growth rate of the so-called primary and secondary sectors or the physical 
output producing sectors—agriculture; mining, manufacturing and electricity 
generation—taken together has not touched the magic figure of 3 per cent per 
annum in even a single year in the eighties with the exception of 1980-81 when 
agriculture was recovering from the disaster of the previous year. The growth 
rate of these sectors was around 3.2 per cent in 1983-86 and it is lilwiy once 
again to barely exceed 3 per cent in the current rmandal year when the 
Economic Survey expects overall growth of national income to be 4.3 to 3 per 
cent. On the whole; then, agricultural and industrial production, or the out¬ 
put of physical goo^ is keeping ahead of population growth by only the most 
modest of margins. By contrast, the contribution of banking and insurance 
to gross domestic product expand*d by 11.3 per cent in 1983-86 and by 11.3 
and 9.1 per cent in the two preceding years. Even more impressive has been 
the performance of public administration and defence which witnessed growth 
rates of 12.5,13.4 and 12.4 per cent, respectivdy, in the same three years. While 
rhapsodising over the achievement of an overall annual growth rate of 3 per 
cent, the Economic Survey is altogether quiet about what the relative pace of 
advance of different sectors of the economy reveals of the nature and ori^ta- 
tion of the growth process under way. 

Another and related claim made by the Economic Survey is that in the first 
three years of the Seventh Plan more than 60 per cent of the flve-year central 
plan target is likely to be fulfilled in real terms. This is described as "a feat 
never accomplished in previous five-year plans”. If this is meant to be an 
invitation to a thanksgiving for the govenunent’s success in mobilising resources 
for development, it deserves to be politely declined. As the Economic Survey 
admits, the rapid increase in non-plan expenditure (including, prominently, 
on defence and government administration which, of course, is the other side 
of the bloating of this sector seen in national income statistics) has kept the 
government’s budget on revenue account in deficit throughout this decade and 
the deficit has increased steadily in the past five years. The increases in the 
government’s tax collections, which the Economic Survey credits to "far- 
reaching reforms in fiscal policy”, have thus made no contribution whatsoever 
to financing the plan. At the same time, the public sector enterprises too have 
failed to provide their mite to the plan. Against the target of these enterprises 
providing 53 per cent of the financing of the central plan, their contribution 
was 34 per cent in 1983-86 and is hopefully put at 39 per cent in the current 
year. Clearly, then, it has been possible for the government to finance the plan 
only by large-scale resort to deficit financing. In the first three quarters of 
the current financial year, for instance, the rise in net RBI credit to the govern¬ 
ment was Rs 5,048 crore compared to Rs 3,186 crore in the same period of 
last year. (Other banks’ credit to the government too rose by 34.5 per cent 
against 31.1 per cent in the corresponding period of 1983-86.) The implica¬ 
tions of the government’s continu^ massive recourse to borrowing frdm the 
central bank—to make up for its failure to mobilise financial resources for 
the plan—for the building up of liquidity and inflationary pressures in the 
economy are obvious enough. The l^onomic Survey acknowledges that “the 
burden of checking inflationary pressures rests with fiscal and monetary policies 
to curb aggregate demand”, but has the government any room left to manoeuvre 
in this regard? 

The authors of the Economic Survey crow over the higher ratds of indu.striil 
growth yielded by the revised index of industrial production. It was to be 
expected, of course, that the removal of controls would result in a measure of 


expansion of production of goods and ser> 
vices to meet the pent up demand of the top 
five or ten per cent of the population (with 
the aid of easy impoits of capital goods, raw 
materiab and components). But the Econo¬ 
mic Survey assumes optimistically (hat this 
momentum will be maintained and will gain 
in strength. In ftut, the ‘maricrt of 70 million’ 
to which the government and private bu.si- 
ness and industry have so tervmiiy hitched 
their wagon may not take all that tong to get 
saturated. The signs are said to be there 
already in such ‘sunrise* industries as con¬ 
sumer electronics, two-wheclers and passen¬ 
ger cars, to mention but a few. In addition, 
of course, there is the deep malaise afflic 
ting many sccton of industry, induced by the 
free flow of imports. Evidently the recently 
set up Board for Industrial and Financial 
Reconstruction has its work cut out for it. 

That there has been no growth at all in 
employment in the manufacturing sector 
since March 1983 is another icvealing aspect 
of the sort of industrial growth that is being 
sought to be promoted. Ihktng the public 
and private .sectors together, employment in 
manufacturing at the end of March 1983 was 
6.26 mn and at the end of March I98S, the 
last date for which information is provided 
in the Economic Survey, the figure stood at 
6.18 mn. This does not, however, deter the 
Economic Survey from asserting that “the 
basic thrust of industrial policy has been 
growth in order to boost production and 
generate employment...”. The failure to 
expand extends beyond the manufacturing 
sector. Employment in the organised sector 
as a whole (which includes the buoyant 
government administration and defence) 
rose by a meagre 1.6 per cent between June 
1983 and June 1986. In other words, with 
the labour force growing at the rate of 2.6 
per cent, the proportion of it engaged in the 
organised sector is actually declining. Some 
growth path. 

Communalism 


More Aggressivt? Stage 

ANOTHER Ram Janam Bhooini—Babati 
Ma.sjid type imbroglio was about to overtake 
the Haji Malang pilgrimage near Bombay 
iccenlly. Fur a change, the administration 
howevfi chose to wake up. and could pre¬ 
vent a coinniunal flare up by controlling 
the Shiv Seiui and other Hindu fanaiical 
elements. 

But this could be a brief reprieve. It 
cannot conceal the increasing tendencies to 
communalise our civil society—the causes 
for which are often more fundamental than 
the simplistic explanations usually offered 
by left and liberal observers. It is .significant 
that the Shiv Sena dared this time to choose 
as its target a traditionally secular shrine, 
revered by both Hindus and Muslims. Unlike 
the site housing the Ram Janam Bhoomi 
platform and the Babari Masjid, which had 
had a long history of dispute between the 
two communities, the shrine in Maharashtra 
which is said to be the ‘dargah’ of a Sufi 
Muslim saint. Haji Malang, has drawn over 
years thousands of Hindus and Muslims 
during the annual fair there. I.ike Pirs and 


locai godlings in many other parts of fndia, 
Haji Malang obviously represents the syncre- 
tist popular culture which had been present 
for ages at the grass-roots level in our coun¬ 
try, shared in common by people of all 
rcligiou.‘ communities. 

The Shiv .Sena offensive against this parti¬ 
cular form of popular eclecticism indicates 
a more aggressive stage i.*! the cominunalisa- 
tion of civil sociciv, and is also in continuity 
of traditional revivalist politics. In the past, 
whenever there had been a let up in secular 
political inoveni-eiils, popular di.sillusioii- 
meiii had provided a breeding ground for 
revivalists (both ciming the pre independence 
days and lecent limes) from ditferent 
religious cominiiniiics who had offered as 
a puiidccu to the helpless masses the path 
of ’shiiddhi' or mass purification, of a return 
to the so-called piirisin of then lespeciive 
religions, of an .iggrcssive assertion of 
religious identity .iccompanicd try belligerent 
attacks on other tfhgious communities as 
well as on dissidents within theii own ic-s- 
pectivc communities. The Sikh fundamenta¬ 
list assault on the Niiankaris in the north, 
or ihe Islanric tyndaincnialisl persecution ol 
the Sufi and othci eclectic Muslim iciigious 
culls in certain paits of West Bengal or the 
Hindu communal’st bid for a ‘national’ 
culture exclusively itlentified with Hindu 
religion and attempt to stampede the other 
rehgiou.s minorities ivi accept this ‘main¬ 
stream’ or leave the country—are all a pait 
of the same drive by emerging knots of 
sectional politicians in different coiners, to 
establish hegemony over their respective 
followers and bind them to a centralised 
system of rituals and customs, some of 
which may often be directed against those 
followed by other communities, as well as 
against those heterodox tendencies within 
their own communities which threaten to 
dilute the distinctiveness, either religious or 
linguistic or ethnic. 

Hindu communalism is thriving among 
the majority community—particularly the 
urban middle and lower classes—on the 
popular craving for a faith in an authority 
that would combine both a promise of a 
“Ramarajya’ in the future and a show of 
might and discipline in the prc.sent. In a 
period when general belief in secular and 
democratic ideologies and movements 
(which have failed to provide a viable alter¬ 
native so far) is fast eroding, helplc.ssness in 
the face of political and social catastrophes 
leads these people to pin their faith on the 
patriarchal authority of religion, to seek 
scapegoats for their miseries among the 
religious minorities and other such groups. 
As for the latter, the traditionally Hindu- 
oriented edges of ‘nationalism’, wliich are 
being further sharpened by the communal 
politicians, is reinforcing the trend towards 
exclusiveness among the religious minorities 
who feci threatened by the fear of being 
swamped and losing their identity in the face 
of the Hindu avalanche. 

Thus, the psychology of communalism is 
becoming increasingly anchored in the struc- 
turc,s of various segments of our people. 
They are reproducing the ideology and forms 
of life of communal politics in every new 


generation. The traditional left tends to 
ignore this alarming reality. By rqreating 
the time-worn warnings about CLA and 
Pakisun-inspired plots to ‘disintegrate’ the 
nation, the left often seems to evade its own 
responsibility for the present plight, and its 
future role. Intelligence agencies, whether 
they belong to the two superpowers, or 
Pakistan or India, are paid by their respec¬ 
tive slates tp fish in troubled waters of other 
countries. But they cannot create the troubl¬ 
ed waters. The waters of the Indian political 
pool are of our own making. Is k not about 
time that the left did a bit of soul-searching 
and asked: why arc the Indian masses, in¬ 
cluding the industrial working class people, 
deserting the goal of a radical socio¬ 
economic change and becoming intoxicated 
with religious revivalism, paving the way for 
the hegemony of the communal forces over 
civil society? Is it because the left had always 
tailed to inquiie how the broad masses of 
the non-political segment of the Indian 
population think, feel and react? Is it pos¬ 
sible to salvage the situation by building up 
m theii ranks social organisations (that are 
alternatives to existing political forums) that 
could effectively intervene in their daily 
social and economic problems, guide them 
in such a way that they sense the cominuiial 
instigations that drive a wedge in their social 
homogeneity, and learn to resist them? 

Money Market 


111 f«»r a Shako I’p? 


THE working group on the money market 
set up by the Reserve Bank in September 
1986. a summary of whose recommenda¬ 
tions has been made available through a 
press release, secs three important functions 
for the money market: (a) to act as a 
mechanism for evening out short-term 
surpluses and deliviis, (b) to provide a focal 
point for cential bank action designed to 
influence liquidity in the economy, and (c) to 
meet requirements of short-term funds at 
“realistic prices”. The working group has 
lecommended the creation of new instru¬ 
ments as well as new institutions to provide 
width and depth to the money market. 

rile group has suggested introduction of 
a dual interest rate structure in the call 
market (by abolishing the present interest 
ceiling for inter-bank transactions and re¬ 
taining it for non-bank operators), con¬ 
version of the call market essentially into an 
inter-bank maket, reinsfatement of brokers 
in the call market and use of moral persua¬ 
sion by Reserve Bank to ensure that call 
money operations are not disruptive of the 
banking system. The interest rate ceiling on 
call money had been introduced by the 
Indian Banks Association in December 1973 
following an unprecedented surge in the rates 
to as high as 23-30 per cent in Bombay and 
Calcutta. The objective was to prevent a 
runaway rise in call money rates under con¬ 
ditions of stringency in the market and to 
ensure a reasonable alignment of the interest 
rate with the cost of funds. The measure 
appears to have broadly served these pur¬ 
poses. In the absence of the full report of 
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the group, its reasons for sugg^ting retpoval 
of the interest ceiling can only be surmised. 

Is it intended to make borrower banks more 
cost conscious? Or is it part of keeping in 
step with the ongoing liberalisation in other 
areas of economic policy? The group's sug¬ 
gestion is in fact fraught with some risk, 
especially in the context of its other recom¬ 
mendation to keep UTl and LlC, the only 
two non-bank participants, out of the 
market, which would limit the supply of 
funds. 

A study, ‘Call-Money Market: Recent 
Developmetns’, published in the June 1986 
issue of the Reserve Bank's Occasional 
Papers, has noted that interest rates on call 
money borrowings have hardened in recent 
years and the differential between the busy 
season and slack season rates has tended to 
narrow on account of the successiw upward 
revisions of the banks' cash reserve and 
statutory liquidity ratios. While the im¬ 
portance of Lie and UTl as sources of 
funds for the call market has increased, the 
study points out, the share of the State Bank 
and its associates in total call money lent by 
scheduled commercial banks raitged between 
.SO and 70 per cent duting 1980-1985 and was 
as high as 78 per cent in 1985-86. The Si..ic 
Bank group’s call money borrowings have 
been marginal. Removal of the intere.sl ceil¬ 
ing in a market dominated by a single bank 
as lender may lead to shaip increases in 
interest rates and further distortion of the 
structure of long jerm and short term 
Intelest lales. The effective cost to banks ol 
call money funds already works out to 13 
pci cent, according to the Reseive Bank 
study, once the statutory reserve require¬ 
ments arc taken into account. The cost is 
certain to go up further with the removal of 
the ceiling on interest rates and the State 
Bank, in view of its privileged position as 
the repository of public sector funds of a 
temporary nature, is likely to be the bene¬ 
ficiary at the cost of the other banks. How 
far would this be consistent with the func¬ 
tion of money market, as envisaged by the 
group, of providing shott-ierm funds "at 
realistic prices”? 

The working group seems equivocal on 
the question of making the call money 
market “strictly an intcr-bank market”, for 
it recommends at the same lime that “LIC 
and UTl may be permitted to remain in the 
market” and that this position “could be 
reviewed if need be by the Reserve Bank ol 
India in April 1988” (emphasis added). How 
is one to interpret this recommendation? 

The group’s reason for recommending 
dual pricing of short-term funds is also not 
clear. Is it to discourage non-bank par¬ 
ticipants from operating in the call market? 
But then would not the suggested ceiling of 
10 per cent still be attractive enough com¬ 
pared with 4.6 per cent on the alternative 
outlet of treasury bills? There is, it would 
seem, a choice between (a) removing the in¬ 
terest ceiliitg and allowing more operators 
to enter the call market and (b) retaining the 
ceiling and making the call market purely 
an inter-bank affair. Surely, the latter course 
would be more relevant for the working 


group’s objective of making the call market 
a focal point for enhancing the effectiveness 
of central bank action to regulate liquidity 
in the system? 

The group’s recommendations for 
development of a bill market by fostering a 
“genuine bill rultufc’’ arc moit or Uss in step 
with the suggestions of the Chakt.tsaitv 
panel, but more spctific. The plea fo' 'eplae- 
ing cash credit vsiih bill finance is uiiev,;cp- 
tionable and .i would be imercsling to see 
if the monetary authorities aie it last 
prepared to enforce this long.<iverdi»e change 
in the style of bank lending. The sugeestu'ii 
to .set up a finance house with a mucli wnlei 
role than that u< discount houses abioad 
may go a long w-aj in toning up the etfee 
tiveness of the money market. In I'aei some 
such institution should have been euated 
long back when ’.he ill-starred New Ui!l 
Market Scheme v>as introduced. 

Mizoram 

VoU* of Hopr* 

I Hh Mi/o National Vront has confounded 
all political commeniatois by winning -in 
absolute majority in the assembly elections 
Aithough the MNI- was expected totomp 
home on the slicngth of the ?()-vear in 
surgcncy for csiablisliiug an ethnic identity, 
the election w.is not expected to produce 
quite such a sharp picture of Mi/o aspita- 
iions. The part v has svon 2.5 of the 40 seats, 
the t'ongit’s,'-(l) l.t and the People’s (.'on- 
fcteiicc onlv two I he unexpected mandate, 
however, not only ciiargts the MNP with a 
set’ous responsibility but also imbues the 
parly with a certain vulnerability. 

Unlike the 1984 elections, which the Con¬ 
gress! 1) won on the promise of pe.ace in the 
state, tliere were few sharply etched issues 
in last week’s polls. With the signing of the 
June accoid, the Mi?o ‘problem’ was accep¬ 
ted as having been ‘solved’ and no ,-arty 
could afford to pick holes in the accord oi 
quibble about specific items. What temaineU 
was the implementation of a programme to 
achieve the implied promise in the accotd- 
economic development and prosperity tor 
the region. Phe Congres.s(l) made that a 
major plank of its campaign seeking to 
argue that states with a ‘better relationship’ 
with the centre would naturally be m a bettci 
position to obtain central assistance. It also 
relied quite heavily on emphasising its 
‘sacrifice’ (especially Lalthanhawla's in 
giving up olfice in ordei to bring about 
peace in the state). The MNF put forth a 
short seven-point manifesto. And sui- 
prisingiy, it made no mention of the ‘grealet 
Mizoram’ demand, which the MNI- Icadci 
Laldenga had voiced so frequently since 
June. The chief minister designate has since 
said that “It is more than an election 
manifesto because it is something beyond 
debate”. Cleat iy, while dropping the issue 
from the election manifesto might have been 
dictated by political calculations, the MNF 
has not changed its stand on the demand for 
a greater Mizoram~a single administrative 
unit comprising all the contiguous areas in¬ 


habited by Mi/OS in Assam and Tripura. The 
Congressd). on the other hand, perhaps in 
an attempt to counter the MNF propaganda 
that It is a vat (outsider) party incorporated 
the demand of ‘greater Mo/orani’ in its 
ninnifesto. as had the IVople's Conference. 

The Congress!I)'< uiajor gains have been 
III Chhiniiuipui distiict which is predomi¬ 
nantly an aiea of minority tribals where it 
has won four of the five seats, with the 
Feoiile's Confcienec winning one of its two 
teals heic. I'ht.s, ot eourse, was not un¬ 
expected because the MNF’s attitude to the 
Ch.ikmas, with its demand for the abolition 
of the Chakma district csmncil, has been far 
from cordial, notwithstanding all of 
I.aldcnga’s as.surances. The MNF’s inajoi 
gains have been in l.unglei. its stronghold, 
and Aizawl. 

.Mihough the MNF has won 25 seat.s. it 
has only secured .36 5 per cent of the votes. 
The Congress(I) has managed to poll 3.3.5 
per sent of the votes with only 1.3 seats and 
the People’s Confeieiice with only two scats 
has won 2.'.6 pei cent of the voles. The elec¬ 
tion results, thciflore, aiipear to be more a 
v(itc of hoi>c than < vote o! confidence. And 
that puls Ualdcr.ga in a piquant situation. 
In such a situaiioii sensitive issues .lucli as 
ihe C liaka ilisti id toiincil, ‘grcatei Mi/oram’ 
and, even molt inipo. ,anll-), the issue of a 
genera! amnesty to MNF pnsoiieis will 
assiiinc Cllu ial iiupoiiame. While Laldenga 
was able to pcisuadc the central home 
minisli V soon aliei the lime' acceird to drtsp 
cases against the insurgents and have many 
lelea.scd on paiole. in his post-clccrion 
speccli he- has said that theic would be no 
blanket amnesty. .\nd then again there is the 
larger question of economic development of 
Mizoiam and Ihe resettling of the Jhum 
ciiltivaietrs who account for 75 per cent ol 
the state’s paddy crop. Laldenga may have 
successfully led an insurgent group for 
decailes, but Ihe stability of the small north¬ 
eastern state depends very much on how well 
he can talk the tightrope in Aizawl and New 
Delhi. 

Steel 

itoc«‘ding Self-Relianc** 


.ACCORDlNt) to one newspaper icpori, 
even though the fitiaiice uiinistry has turned 
down the demand toi a hike in steel prices, 
“the pioposal. is vei y much on the anvil”. 
Steel prices, it appeals, may still be raised 
by 10 to 12 5 per cent on the ground of in¬ 
ordinate increase in input costs. According 
to the vice-chairman of Tata Iron and Steel 
('IISC(J), since the last increase in steel 
prices in 1-ebruaiy 1985, cost of prodnclion 
had gone up hy Rs 4(XJ-500 per tonne. Much 
of this incieasc in cost, it i.s claimed, has 
been completely beyond the industry’s 
contiol. 

Coking coal constitutes a very large part 
of the cost of pioduction ot steel and it is 
mainly increase in the price of coking coal 
that has raised the co.st of steel in the pre¬ 
sent instance: What aggravates the situation 
is that consumption of coking coal per tonne 
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of ingot steel is very high in all the integrated 
steel plants due to obsolete technology, in 
adequate maintenance and run-down equip¬ 
ment. It is between 1,100 and 2,200 kg per 
tonne of ingot steel. Even the lowest figure 
is inordinately high. Wc had commented in 
these columns (January 3-10) that this is the 
social cost the economy has to bear for the 
continuance of obsolete technology and 
non-replacement of plant and equipment in 
time. 

Steel Authority (SAIL) has recently drawn 
up a perspective plan which envisages an in¬ 
vestment of Rs 15,000 crorc by the end of 
the century in the modernisation and ex¬ 
pansion of the plants at Bhilai, Bokaro, 
Ourgapiir, Kourkcla and Burnpur. The public 
sector plants' saleable steel capacity is to be 
stepped up from the present 6 mn tonnes to 
15 mn tonnes. Demand is projected to rise 
to 15 mn tonnes by 1989-90, 19 mn tonnes 
by 1994-95 and 25 mn tonnes by the turn of 
the century. Thus SAIL’s corporate plan 
evidently aims to maintain the share of the 
public sector in steel at about 60 per cent. 

OI the investment of Rs 15,000 crore, 
SAIL expects to mobilise Rs 6,WM) crore in¬ 
ternally. Going by past peiformance, this 
may be considered well nigh impossible. In 
the first half of the current financial yeai, 
against a projected profit of Rs 109 ciore 
SAIL ha.s incurred a loss of Rs 187 crore. 
The balance of Rs 8,400 croic is to come 
from the steel development fund and from 
the capital market—a tall order once again. 
Substantial reliance on foreign commercial 
or concessional borrowings thus seems in¬ 
evitable if the steel modernisation plan is to 
be pushed through. As a corollary, instead 
of maximising the indigenous supply of 
equipment, SAIL will be obliged to max¬ 
imise the imported supply. For instance, 
Durgapur’s modernisation should not or¬ 
dinarily involve a foreign exchange compo¬ 
nent of more than 15 per cent. Reliance on 
foreign funds is, however, likely to push up 
the foreign exchange component to close to 
.50 per cent. All contracts for main plant 
equipment would have to be given to trans¬ 
national metallurgical equipment suppliers 
like Davy McKee, Concast AG, Mannesmann 
Demag, Schlocinann Siernag, etc. Since the 
international fciious metallurgical plant in¬ 
dustry is in the midst of deep recession, the 
capital cost of imported equipment may well 
be lowei than that of equipment from local 
sources, but this is certainly not in the 
interest of promoting import substitution 
based industiiaiisation. 

Sri Lanka 


Chanf'ed Ualanci* 


SRI LANKA's two-week military offensive 
in the northern and eastern districts—the 
largest and, according to many reports, the 
most successflat—has now been temporarily 
called off. Siitw iply February government 



troops have mounted what appears to have 
been well-planned military operations with 
aerial support against the miliunts. That 
first week saw a near-collapse of the mili¬ 
tant's well entrenched armed strength, with 
many training camps being captured in¬ 
cluding a crucial one in Manner which had 
been fortified as a district headquarters for 
the LTTE. Several reports indicate that 
civilian targets have also been attacked not¬ 
withstanding president Jayewardane’s pious 
denial that the Sri Lankan government “has 
never carried out military operations against 
civilians nor ever will”. 

Even if the government’s press releases on 
the success of the offensive are discounted, 
there is no denying the fact that the balance 
of forces on the ground has certainly shifted 
in its favour expccially in the eastern 
districts. For one thing the new offensive 
came at a time when the militants, for all 
practical purposes the LTl'E, were at their 
most vulnerable in recent times--a situation 
partly created by the economic embaigo and 
the rupture of all communications with the 
rest of the country and partly also by the 
LTTE’s mindless el forts to liquidate other 
militant groups. There is some indication 
that the security forces, especially in the east, 
have taken advantage of the disarray among 
the militant groups. 

Evidently the Sri I.ankqn moves—first the 
embargo, spreading terror among the civilian 
population and then the well-planned 
military action against the militants -were 
meant to achieve a certain objective of 
iorcing the militants to agree to a negotiated 
political .solution. Jayewardane’s speech in 
parliament last week is significantly sharper 
and the position he has now taken leaves less 


room for manoeuvre. In other words, Sri 
Lanka from a position of strength perceives 
itself as being able to dictate terms in a 
manner it has not been able to do earlier. 
The president has ruled out any possibility 
of either lifting the embargo or suspending 
military operations altogether unless the 
militants, “the armed separatists (LTTE)", 
agree to cease “armed violent operations”. 
In other words, there would be no withdraw¬ 
ing of forces from the Ihmil areas which they 
now appear to have control over. Moreover, 
the Sri l^nkan president has also stated 
specifically that if the LTTE, the largest 
militant group, would cease to try running 
the civil administration in Jaffna, hostilities 
would be halted and a stage could be set for 
talks provided India ‘underwrites’ the im¬ 
plementation of any agreement reached. 

All this, in effect, rather brushes aside the 
conditions laid down by India in its com¬ 
munication of February 10 for resumption 
of talks if its mediation were stiil required. 
Specifically, India h.ad set the following 
preconditions—a reaffirmation by the Sri 
Lankan government that it would stand by 
the December 19 proposals, ending of the 
economic blockade and suspension of 
military operations. The core of the 
December 19 proposals involves the ledc- 
marcation of the eastern province by excising 
the Ampaiai electorate making the province 
a Tamil majority one. This is considered a 
concession to the Tamils’ demand for a 
merger of the eastern and northern areas. 
Even if Sri Lanka’s stand on the December 
19 proposals can be tacitly assumed to have 
remained unchanged, it has categorically 
rejected the other two preconditions, thus 
putting India's mediatory lolc in doubt. 


BUSINESS 


Small and Sick 


THE concept of mini cement plants 
originated in 1979 when there was an acute 
shortage of cement. The investment cost per 
tonne of capacity created and the cost of 
production were expected to be higher for 
mini cement planu than for large units. 
Hence the government announced certain 
concessions for them. TbeM were total ex¬ 
emption frdm distribution control and 50 
per cent reduction in central excise duty for 
a period of five years from the date of com¬ 
mencement of production. This induced a 
number of «ittcpreneun to set up mini ce¬ 
ment plants. The social advantages of mini 
cement plants were that they could exploit 
small limestone reserves and market their 
product in the vicinity of the plant. 

Simultaneously the government began to 
adopt liberal licensing and pricing policies 
to encourage i nvest ment in the cement in¬ 
dustry. Even MRTP/FERA companies were 
given industrial licences. Installed capacity 


increased from 24.29 million tonnes in 
1979-80 to 42 million tonnes in 1984-85. 
Production of cement increased from 17.6 
million tonnes in 1979-80 to 30.2 million ton¬ 
nes in 1984-85 and to 33.1 million tonnes in 
1985-86. The demand-supply gmi was bridged 
and soon there was an excess supply of 
cement. Meanwhile in ^ruary 1M2 par¬ 
tial decontrol of pricing and distribution was 
introduced. 

The excise duty concession given to the 
mini cement units was withdrawn in March 
1984. This undermined the financial plan¬ 
ning of these units. Only a handful of units 
had started production when the odsc duty 
concession was irf operation. Units which 
were planned earlier but went into produc¬ 
tion after March 1,1984 could not avail of 
the concession at aU. 

The investment coat po-tonne of capodty 
created is Rs 1,650 for mini cement units 
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(capacity of66,000 tonnes per annum) while 
for large units (0.6-1.0 million tonnes per 
annum) the corresponding unit investment 
cost is Rs 1,250. A^n, the cost of produc¬ 
tion is 30 per cent higher in mini cement 
units than in large-scale units. Thus large 
units derive considerable eonomies of scale. 
This is the basis for concessions and sub¬ 
sidies to the mini-cement units. A year after 
the withdrawal of the excise duty concession 
the advantage of having no price and distri¬ 
bution controls began to erode. The gap bet¬ 
ween the open market and the levy price of 
cement began to narrow, i^irther, with in¬ 
put cost escaiations and declining open 
market prices, the average realisation began 
to decline The miiu cement plants claim that 
they are now incurring a loss of Rs 150 per 
tonne of cement produced. A demand reces¬ 
sion has set in and open market prices have 
slumped from Rs 65-75 per bag of 50 kg to 
Rs 55. While formerly the units used to get 
advance payment from customers, they have 
now to offer liberal credit facilities. The 
banks are reluctant to offer credit for work 
ing capital to them. In view of the liquidity 
crisis, some of the units are resorting to 
distress sale of cement. 

The retention price of levy cement has 
been raised by Rs 24.50 per tonne and the 
levy quota has been reduced by 10 per cent. 
This has provided relief to the large units, 
but ironit^ly this has worsened the finan¬ 
cial position of the mini cement units. The 
open market prices of cement have fallen 
further due to the resultant increased 
availability of cement. 

At present threre are 45 mini cement units 
in production whereas eight more units are 
in the construction stage, the total invest¬ 
ment being of the order of Rs 500 crore. The 
industry is in a crisis and many units are 
already sick. The All-India Mini Cement 
Manufacturers Association has made a re¬ 
quest to the government for complete relief 
from excise duty. The Association claims 
that the cost of production of cement by the 
mini cement units is presently Rs 1,800 per 
tonne. This seems to tw a gross oaggeration. 
A recent cost study of large cement units by 
the Industrial Development Bank estimates 
the works cost of cement from a idant set 
up during 1982-85 to be Rs 731 a tonne This 
includes a direct cost of Rs 432, interest cost 
of Rs 90, depreciation cost of Rs 101 and 
a post-tax return on net worth of Rs 108. 
Auuming the cost of mini cement units to 
be 30 per cent higher, the corresponding 
works cost of cement of mini cement plants 
should be approximately Rs 950 per tonne 

Gold and Silver 


Up and Up 


PRECIOUS metals in India have been 
becoming more and more precious year after 


year, reflecting the continuing imbalance 
between demand and supply as also the 
depreciation in the value of the rupee Gold 
and silver arc among the very commodities 
where indigenous production is almost 
negligible and imports are banned but still 
the annual turnover runs Into hundreds of 
crores. The domestic production of gold is 
less than two tonnes a year whereas the total 
volume of business put through in 1986 has 
been estimated at 150 tonnes valued at over 
Rs 3,300 crore. The production of silver last 
year has been placed at between 25 and 30 
tonnes while the quantity traded is estimated 
around 700 tonnes vdued at over Rs 280 
crore. 

Gold and silver have been very much in 
the news of late, particularly since the begin¬ 
ning of the year. It is not because they have 
recorded new all-time highs; this would only 
mean the continuation of the firmly esu- 
blished trend. The recent rise has been rather 
too steep—the sharpest ever upswing per¬ 
haps. On February 5, silver (.999) in Bombay 
was bid upto a new high of Rs 4,574 per kg, 
showing a rise of Rs 303 (7 per cent) since 
the beginning of the year. Gold made a new 
all-time high of Rs 2,640 per 10 grams on 
February 12—an increase of Rs 235 (9.8 per 
cent) since January 1. The net rise in the 
price of gold over the whole of 1986 was 
only Rs 195 and it was Rs 345 in respect of 
silver. Gold has improved upon its previous 
high mark of Rs 2,430 (October 21) by 8.6 
per cent while silver has registered only a 
marginal improvement on its last year’s high 
of Rs 4,531 (October 30). 

The sharp rise in prices apart, it is the 
large-scale seizures of the contraband yellow 
metal by the customs authorities which have 
pushed gold into the limelight. In 1986, 
seizure of gold totalled around 2,200 kg 
whereas the figure for January alone is 
placed at over 275 kg. The seizures during 
February also have been pretty high. The 
scare caused by the massive seizures of gold 
is said to have brought smuggling activity 
in silver virtually to a standstill for the time 
being. 

It is common knowledge that the available 
supply in the market does not consist only 
of the metal made available through the 
recycling of stocks held in the form of 
primary metal, old ornaments and various 
other artides. Illegal imports continue to be 
an important component of the total supply. 
In 1986, illegal imports of gold into India 
account for two-thirds of the total 
availability—99 tonnes out of ISO tonnes. 
Domestic supply through recycling of old or¬ 
naments added upto bardy 51 tonnes. In the 
of silver, the total availability last 
year—estimated around 700 tonnes—was 
made up 550 tonnes of domestic supiriy 
through recycling and ISO tonnes brought in 
through smuggling. Ail this goes to show 
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TWENTY YEARS AGO 

EP1V, February 25, 1967 

In eight stales the (Congress] party has been 
returned with absolute niajorilie!i and will, 
therefore; continue in power. In Bihar, Pun¬ 
jab^ Raiasthan and West Bengal it has emerg¬ 
ed as the single largest party and in some of 
these stales at least it may hope to form the 
government if it can persuade enough in¬ 
dependents and members elected on other par¬ 
ties' tickets to cross the Ooor... In Kerala and 
Madras, however, the Congress will take its 
place in the tqrposiiion. It may have to do the 
same in Orim. ...the Congress has lost 
ground in every state, with the one exception 
of Madhya Pr^esh, compaied to its position 
after the 1962 election. 

The Congress comes out of the election with 
not only its strength in the legislature reduc 
ed, but its image qualitatively changed... The 
damage to the Congress image is not the less 
because the successful challenge to the party 
has come not from a comparable all-India par¬ 
ty but from parties for which support is con¬ 
centrated in, or limited to, particular states or 
regions. In Kerala it has come from the left 
Communist paity, in Madias from the DMK, 
in Gujarat, Orissa, and Rajasthan from the 
Swatantia party and in Madhya Pradesh and 
Delhi and. to a lesser ertent, in the rest of the 
Hindi speaking region from the Jan Sangh.. 
The beginnings of this rough two paity system 
m the states, with the Congress as the com¬ 
mon factor.. In 1959 when the Communist 
party formed the government in Keiala, the 
event seemed an abetation. From now on non- 
Congress governments in a number of the 
states is likely to become the pattern. 

What are the necessary follow-up measures 
after devaluation? .. .Surely, liberalisation of 
imports in anticipation of larger non-project 
assistance, the announcement of graded sub¬ 
sidies for selected commodities and renegotia¬ 
tion of contracts with rupee payment coun¬ 
tries do not exhaust the list. .. Meanwhile a 
UN team has gone round the country to ex¬ 
plore the scope for export promotion, the US 
Agency for International Omiopment is open¬ 
ing a division to stimulate exports from India 
and the World Bank has strengthened its of¬ 
fice in New Delhi with an export specialist. In 
.short, our principal well-wishers abroad will 
henceforth coach our homework. 

# • • 

From Calcutta Diary by Flibbertigibbet: 

Indifference may the most fundamental 
birthright of a citizen in a democracy a right 
most jealously to be preserved, and Calcutta 
displayed this great democratic quality in full 
measure on Sunday... Calcutta’s cussedness 
was evident still in the campaign through 
posters and wall paintings; and there was lit¬ 
tle doubt that the popular mood was agin* the 
Establishment... Neither advertising folk nor 
politicians may care for the phraseology; but 
the fact remains that a legislative candidate has 
to ‘sell’ himself. Well-deflned techniques hove 
been devised for this by ad men who may or 
may not have any politics... The imper- 
sonalisation of elections in India needs greater 
and closer study than it receives. Ijist week it 
was personalities, personalities all the way, 
showing how wrong the newspapers can be. 
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chat illegal imports constitute a very impor¬ 
tant element in the total supply of gold as 
well as silver. Hitherto^ silver had always 
been quoted lower than the international 
price and considerable quantities used to be 
exported every year—legally as well as 
illegally. Official and clandestine exports 
between 1963 and 1983 are placed around 
17,800 tonnes. During 1986, silver in India 
was quoted higher than in international 
markets, the spread between the two ranging 
from Rs 1,000 to Rs 2,000 per kg. Gold in 
India was quoted Rs 330 to Rs 800 per 10 
grams over the price prevailing in the 
London and New York markets. Little 
wonder that smuggling has continued to be 
a highly profitable bu.sine$$ and it is an ex¬ 
tremely well organised activity with ade¬ 
quate insurance facilities. The smuggled 
material being an important element in the 
total supply of gold as well as silver, the ups 
and downs in smuggling activity have a 
significant impact on the behaviour of 
bullion prices in India. It would not perhaps 
be an exaggeration to say that smugglers 
virtually dictate prices. 

Fluctuations in the prices of precious 
metals abroad do not have an important 
bearing on the behaviour of bullion prices 
in India. This is because the difference bet¬ 
ween the prices in India and abroad con¬ 
tinues to be very wide, offering sufficient in¬ 
ducement for the smugglers to undertake the 
risK. Gold has been displaying a distinctly 
firm tendency abroad since about the middle 
of last year, reflecting mainly the weakness 
in the US dollar and disturbed conditions 
in South Africa which is the world’s largest 
producer of gold. Silver on the other hand, 
has remained rather subdued, reflecting 
largely excess global supply in relation to 
demand. 

Apart from the massive seizures of gold 
since the beginning of the year due both to 
stricter vigilMce by the customs authorities 
and the virtual sealing of the Indo-Pakistan 
border, the recent upsurge in the price of 
gold IS attributable to the marriage season 
which is only half-way through yet. The 
Gold Control Act' of course has long been 
dead. Since it has proved to be a good hedge 
against inflation gold has also maintained 
its lure for deployment of unaccounted 
money. 

Compared with gold, silver has, for over 
a year, remained subdued in terms of price 
rise as well as activity. Export business 
(clandestine, of course) has disappeared. 
While industrial consumption—accounting 
for over two-thirds of the total offtake in 
1986—has been on the increase, household 
demand (jewellery, utensils and articles) has 
been on the rather low side. The high price 
of the metal, drought and floods in many 
parts of the country and switchover from 
silver to other consumer durables are men¬ 
tioned as the major factors contributing to 


the decline in household demand for silver. 
The rural community has, however, been 
under no pressure to resort to 'distress’ sales. 
There has been a marked decline in the 
domestic inflow by way of recycling of the 
metal, the figure for 1986 being placed at 
330 tonnes against 800 tonnes in 1985. With 
the market experiencing acute shortage of 
supplies, prospects of any major setback in 
bullion prices are generally rated rather low. 
On Febnituy 23, both gold and silver in 
Bombay were traded at their all-time 
highs—gold at Rs 2,650 per 10 grammes and 
silver (.999) at Rs 4,537 pet kg. 

Television Manufacture 


Burden of Rising Yen 


MANUFACTURERS of colour television 
(CTV) sets in the country have been ex¬ 
periencing a demand recession during the 
past few months as buyers have been show¬ 
ing resistance to rising prices. According to 
reports, sales of many popular brands have 
recorded 20 to 30 per cent decline. 

A study of the market shows that prices 
of most brands of CTIf sets have registered 
a rise of around 10 per cent in the last seven 
to eight months. In the case of some of the 
highly popular brands, the price rise has 
been nearly Rs 2,000 per set. At one time 
the government had indicated that CTV 
prices would come down and consumers 
would be in a position to have a set at 
around Rs 5,0(X). In reality, however, CTV 
prices have moved only upwards and today 
they range between 8,500 to 12,500 for dif¬ 
ferent brands. Consequently sales have 
dropoed. 

Saddled with the unsold stocks, some cf 
the producers have had to cut back produc¬ 
tion. It is stated that production of CTV sets 
has come down to an average of 60,OCX) per 
month now from the level of over 80,000 sets 
per month at the beginning of 1983. 

As against this, production of black and 
white TV sets has picked up significantly 
during the last few months. According to an 
industry estimate, the production of black 
and white TV sets increased to around two 
million in 1986 from 1.8 million in 1983. The 
prices of black and white TV sets have re¬ 
mained stable. 

According to CTV producers, the price 
hikes became inevitable because of the sharp 
rise in '.mport cost of components including 
colour picture tubes as a result of the rising 
Japanese yen. Currently, while the black and 
white TV sets arc hundred per cent in¬ 
digenous, in the case of CTV almost 80 per 
cent of the components are being imported. 
Since most components are import^ from 
Japan, the rising value of yen has affected 
the Indian CTV producers adversely. In ad¬ 
dition, the government has recently doubled 
the customs duty on CTV electronic tuners 
from 75 per cent to 150 per cent. Industry 


sources clium that this coupled with the in¬ 
creased cost of component imports has 
raised the production cost of a CTV set by 
about Rs 1,700. 

In this context it may be noted that much 
of the growth in the electronics sector during 
the last two years has been import-based and 
the domestic value added has been disturb¬ 
ingly low. This is all the more so in the case 
of CTV sets. At a recent seminar organised 
by the Indian Iblevision Manufacturers’ 
Association at Madras, M Arunachoiam, 
union minister of state for industrial 
development, bemoaned that d>e”kit culture’ 
in the production of CTVs in the country 
had led to heavy drain of foreign exchange. 
This has also stunted the growth prospects 
of the indigenous industry. 

There is an imperative need to reduce the 
dependence on imported components by 
building up a strong component base at 
home. This should receive high priority 
because the demand for CTVs is projected 
to grow fast. While production of CTV sets 
increased from 2,80,OCX) in 1984 to 6,60,000 
in 1985, the Planning Commission has 
estimated the demand to go up to two 
million sets by 1990-91, four million by 
1995-96 and six million by the year 2000. 

The department of electronics has in¬ 
dicated that the government of India is com¬ 
mitted to bringing down the level of imports 
of CTV components to 20 per cent by March 
1988 from the present level of 80 per cent. 
With this objective in view, the department 
has approved three projects for the manufac¬ 
ture of CTV picture tubes involving an in¬ 
vestment of Rs 500 crore. Of these, one unit 
will be located in Chandigarh and two in UP. 
Each of these units will have a licensed 
capacity of 0.5 million picture tubes. It is 
expected that India’s first colour picture tube 
will be in the market by February 1988. 

In addition, proposals have also been 
cleared for an investment of Rs 200 crore for 
the manufacture of glass shell panels and 
funnels. However, a part of this investment 
is expected to spill over to the Eighth Plan. 

Meanwhile, the public sector Bharat Elec¬ 
tronics (BEL) and the television manufac¬ 
turers have expressed contradictory views on 
the indigenisation of CTV sets. Wliile the 
manufacturers assert that the government’s 
fiscal and other policies are coming in the 
way of rapid indigenisation, BEL has 
accused manufacturers of not making use 
of available indigenous components. A BEL 
spokesman has pointed out that most of the 
CTV producers are holding six months in¬ 
ventory of components, thanks to'OOL 
facility. 

Evidently, there is a need for a com¬ 
prehensive policy with clear guidelines to 
plan for the healthy development of the 
television components sector. For this pur¬ 
pose, there should be close co-operation and 
co-ordination between CTV pnxltKers com¬ 
ponent manufacturers and the departmcK' 
of electronics. 
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CAPITAL VIEW 


A Banana Republic? 

Romesh Thapar 


NO one really knows what’s going on. 
Speculation on the future of the Bamala 
govenunent shifts from day to day< depen-’ 
ding on the expressed and unexpressed sen¬ 
timents of the Sikh community. Communal 
reaction is over-emphasised. Even intdligent 
Sikhs try desperately to find different and 
less precise adjectives to describe the killers 
who are blackmailing the community. 
Courage, about which the community talks 
so much, is the one element that it missing 
and seen only in the stand of Barnaia and 
his trusted men. 'Ihey have questioned the 
goings-on in the holy Golden Tbmple. Until 
the blatant misuse of the Akal Ihkht by ‘in¬ 
stant priests’ it established, the credibility 
of the community will continue to suffer 
grievously. 

There can be no studied analysis because 
we do not quite know what the PM’s men— 
Arjun Singh, Buta Singh and Amarindar 
Singh of Patiala—are cooking with the 
assistance of Balwant Singh, ostensibly the 
loyal deputy of Barnaia. The Akali Dal 
factions are not famed for their political 
commitments. Corrupt to the core, it is 
anyone’s guess which wi^ they will swing. 
They are deeply wedded to the game of 
money and politics, despite all their perora¬ 
tions on the Akal Ihkht. 

Intelligent and enlightened Sikh opinion 
cannot make a dent todt^; despite impressive 
statements in the press and dramatic paid 
advertisements, because a principled stand 
is not taken on the misuse of gurudwaras by 
gun-toting, criminalised youth spitting 
venom against Delhi and chattering about 
a Khalistan that appears comic whichever 
way you look at it. Now^the Akal Ihkht, or 
whm remains of it after demolitions, is being 
desecrated. 

A lack of clarity on these critical matters, 
and the failure to realise that the wisdom of 
the Gurus is bdng twisted beyond recogni¬ 
tion, creates ugly vibrations whatever the 
controversial interpretation of the tangles 
that have traumatised Hindu and Sikh in 
Punjab. Maybe; the massive gathering at 
Longowal village in support of the stand 
taken by chief minister Barnaia will send 
powerful vibrations through Punjab and 
elsewhere. Hie isolation of the crazies is his 
ftrst priority. 

Rajiv Gandhi’s recent meeting with the 
representatives of the opposition could have 
been more precUe in underlining the distor¬ 
tions on all ndei and setting the background 
for a united intervention in the affairs of the 
sute. We can no longer afford to be vague 
■or politkally inept like the BJP, for ever par- 
roning the demands for president’s rule 
Even a novice knows that with the exit of 
the extremists will take positions 
centre stage. 


In a strange kind of wsyr, our president, 
Giani Zail Singh, now at the end of his term, 
is inoving to show that he is not a creature 
of the prime minister. Apart from his 
speeches, in which he has suddenly dis¬ 
covered the ntreordinaiy lack of concern in 
government about the less fortunate, he is 
openly expressing his upsets about the way 
in which the raj of a dynastic PM ignores 
his presence and even ke^ him uninformed 
about various crucial decisions. His ctqiacity 
to maintain secrecy is questioned. The dilly¬ 
dallying over the postal bill (which he ap¬ 
pro^ of as home minister!) is an opening 
shot. 

Observers are not impressed by these 
posturings of a political manipulator and 
intriguer. After all, he is preparing his ‘in¬ 
dependent’ image for the day when he steps 
out of Rashtrapati Bhavan, hopefully with 
his name removed from various hit lists. But 
his potential for seizing on live and explosive 
issues is widely recognised. We should get 
the ftrst taste of this when the Mishra Com¬ 
mission report on the post-assassination kill¬ 
ings of the Sikhs in the capital is placed 
before parliament. The word, ‘white-wash’, 
may be used by the president. 

Giani Zail Singh has unnecessarily been 
offered a fair amount of provocation. The 
weekly meetings between president and 
prime minister, an opportunity to exchange 
views and to develop ‘communion’ with the 
supposedly decorative occupant of Rashtra¬ 
pati Bhavan, have been more or less aban¬ 
doned. Loose talk about the relationship, 
and scrutiny of visitors, etcetera, have caus^ 
more conftision. Even a second term is being 
mooted for the Giani by opportunist opposi¬ 
tion elements, merely in older to embarrass 
the dynastic ruler of the Congress. 

1 don’t know what the rest of the country 
thinks about the Delhi shenanigans, but in 
the capital there is worry in the PM’s office 
that the press campaign against his messy 
governance might affect voting behaviour in 
the forthcoming state elections. The result 
from Mizoram is a warning, for without 
non-Mizo votes the Congress would perhaps 
have been blotted out. Haryana vould cer¬ 
tainly be seized by Devi Lai’s front if elec¬ 
tions were held now. Kerala is dicey. Kashmir 
is an ‘arrangement’ to preserve a Congress 
presence. And Bengal is going to deliver 
anothw CPI(M) victory. 

Small vronder, then, that the group in the 
l^s secretariat headed by what is described 
as Advisor (Image) (sicl) is beginning to 
spread the notion that tte criticalities are 
being ecaggerated. As always in this rather 
servile society, the kmrrection’ will be sought 
to be pushed at many levels, particularly in 
die print media—or, to use the words of 
Mani Shankar Iyer, the ‘gutter-inspectors’ 


will be persuaded to inspect better-smelling 
pockets of achievement. 

I hope that soon after the budget is 
present^ by Rajiv Gandhi we are not led 
into becoming a banana republic a la Latin 
Ameria. There is grave danger that in the 
messy atmosphere of today the multi¬ 
nationals may ^«ek an opportunity to 
establish their grip on the continental market 
of India, using of course the non-resident 
Indian friends of Rajiv Gandhi as a conve¬ 
nient screen of favoured Brownies. They 
appear to be winning, out in their effort to 
obtain treatment of an extraordinary sort. 
The stock markets are responding, although 
still unbelieving that this will happen. 

Our traditional friend, the Soviet Union, 
while pushing for a reduction in tensions 
within the SAARC area—yes, even around a 
No-War Pact between Indiahnd Paki.stan—is 
under Gorbachev’s orders to move dramati¬ 
cally to collaborate with us. A scientiftc and 
technical delegation, the tike of which has 
never left the Soviet Union, is due' to 
arrive next month to open dialogues of co¬ 
operation in all fields, it would have been 
with us now if we had been more energetic 
in preparing ourselves fur such a meeting. 

India’s economic [xitentiai is not lost on 
anyone, but what troubles those still con¬ 
cerned with the texturing of India’s develop¬ 
ment IS that there are too many cynical lob¬ 
bies pushing away at our sovereign thinking. 
If the ruling Coiigre.-. party was able to 
intervene, the threat would at least have been 
plumed, however confused the debate. But 
the clique that rules is a law unto itself, sur¬ 
rounded by fearful psychophant.s hoping to 
keep their positions of power. 

Maybe, the forthcoming elections will end 
the petrified .scene in the Congress—and wc 
will move away f."om the threat of becoming 
a banana republic. 

February 20. 


Arihant Agro Producta 

ARIHANT AGRO PRODUCTS is setting 
up fruit-based bev‘rages plant at Kothur, a 
notified backward area in Andhra Pradesh 
This plant with an initial capacity of 40.5 
million units is expected to commence com¬ 
mercial production next month. Promoted 
by a group of businessmen and young pro¬ 
fessionals, the company has the full support 
of Parle, a leader in the soft-drinks field. 
Arihant will manufacture and market fniit- 
based beverages under the brand names 
‘Frooti’ and ‘Appy’ as per the franchise 
agreement with Parle Agrd, The agreement 
also stands good for all other fruit-based 
beverages to be introduced by Parle. The 
company proposes to manufacture and 
market other fruit-based beverages with ex¬ 
pansion and diversification provided for in 
the planning stage itself. 
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STATISTICS 


Variation (Per Cent) 


Index Numbera of Wholeaalc Prices 


Latest 

Over 

Over 

Over 





(1970-71 100) 

Weights 

Week 

Last 

Last 

March 

in 

In 

.1" 

In 


(7-2 87) 

Month 

Year 

29, 1986 

85-86* + 

84-85 

83-84 

82-83 

Ail Commodities 

1000 

379.7 


5.7 

5.7 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

354.0 

-0.4 

7.0 

7.5 

2.4 

4.8 

li.O 

3.6 

Food Articles 

298 

334.3 

-0.2 

4.7 

4.8 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

330.7 

-0.8 

17.9 

20.3 

-lO.S 

-2.3 

13.1 

1.7 

Fuel, Power, Light and Lubricants 

85 

624.2 

0.5 

2.6 

2.5 

8.9 

2.6 

7.6 

7.5 

Manufactured Product.s 

499 

359.8 

— 

5.6 

5.3 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Coat of IJving Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

in 

In 

In 

In 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 

I960 ^ 100 

688 '= 

-0.6 

9.2 

7.8 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 

i960 « 100 

625" 

0.5 

8.7 

7.0 

6.8 

8.1 

10.3 

8.0 

For Agricultural Labourers 

July 60 to 

585" 

-0.2 

4.3 

5.2 

4.8 

0.2 

11.4 

5.2 


June 61 » 100 


Variation Rs.Crore (Per Cent in Bradcets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(30-1-87) 

Month 

Year 

28, 1986 

85-86 + + 

84-85* * 

83-84 

82-83 

Money Supply (Mj) 

Rs Crore 

1,37,149 

-201 

20,675 

18,920 

16,153 

16,058 

13,031 

10,115 




(-0.1) 

(17.8) 

(16.0) 

(15.8) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

71,073 

928 

12,098 

12,582 

9,530 

8,445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

90,230 

24 

10,985 

8,515 

10,784 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

3,776 

14 

922 

364 

299 

1,467 

-104 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

1,01,559 

-501 

16,770 

13,786 

13,044 

11,648 

8,550 

7,299 




-(0.5) 

(19.8) 

(15.7) 

(18.0) 

(19.2) 

(16.4) 

(16.6) 

Foreign P.xchange Assets** 

Rs Crore 

6,822 

-450 

366 

- 192 

577 

1,271 

1,190 

758 







(8.0) 

(21.3) 

(24.9) 

(18.8) 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (Per Cent) 


i 107n - 1 ()fw 

























In 

In 

In 

In 

In 




1986 

1985 

1986++ 

1985++ 

1984 

1983 

1982 

General Index 

100.00 

216.1* 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0* 

230.5 

225.1 

2.4 

2.6 

6.6 

5.3 

- 0.9 

Intermediate Goods Industries 

21.33 

192.3* 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Indu.stries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Nov. 86) 1986-87 + 

1985-86* 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

925 

7,997 

7,186 

10,420 

11,855 

9,872 

8,908 

7,803 






(-12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,508 

12,446 

13,136 

18,371 

17,173 

15,763 

14,356 

13,671 






(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-583 

-4,469 

-5,950 

-7,931 

-3,318 

-5,891 

-5,448 

-5,868 

Employment Exchange Statiatics 

Unit 

Latest 

Cumulative for* 








Month 










(Nov 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

29,853 

29,853 

26,134 

26,270 

24,861 

23,034 

19,753 

17,838 

(as at end of period) 





(5.7) 

(7.9) 

(16.6) 

(10.7) 

(8.3) 

Number of Registrations 

Thousand 

341 

5,038 

5,364 

5,766 

6,220 

6,756 

5,862 

6,277 






(-7.3) 

(-8,0) 

(15.3) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

556 

629 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

23 

326 

349 

373 

407 

486 

474 

505 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1985-86* ♦ 

1984-85** 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (Current Prices) 

Rs crore 

2,15,024 

1,90,888 

1,72,704 

1,45,365 

1,30,583 

1,14,021 

95,474 

87,326 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

64,988 

61,838 

59,341 

55,032 

53,168 

30,736 

47,138 

49,633 

Per Capita Income (1970-71 Prices) 

Rupees 

798 

775 

764 

721 

715 

700 

664 

717 


* For cunent year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

+ Upto latest month for which data are available. 

+ + Provisional data. 

Notes: (1) Superscript numeral denotes month to which figure relates, e g. superscript' indicates that the rigure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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Calcutta Diary 

AM 


GOING by the evidence of recent weeks, 
governance in New Delhi is increasingly 
resembling the Peter Sellers-Pfcter Ustinov 
world, with perhaps an extra touch of evil. 
Leave aside the hash in Punjab.'The roster 
of gaffes and whimsical decisions, even 
otherwise, is, of an impressive order. The 
imperial visits to the states, whose principal 
purpose has seemingly been only to hog 
prime television time and enlighten the Plan- 
ning Commission on who is the boss. The 
thoughtless canonisation of Subhash 
Ghisingh. The spasmodic exertions to turn 
a zero sum game in Sri Lanka into a non¬ 
zero sum one. The roughing of the two 
secretaries to the government directly 
responsible for agriculture and rural deve¬ 
lopment. The marching orders to the foreign 
secretary. The effective dismantling, lock, 
stock and barrel, of the apparatus of the 
Congress party, which, at least formally, had 
won the national elections in December 
1984. The bouncing of the finance minister. 
The manufactured scare over a possible out¬ 
break of hostilities with Pakistan. The mess 
over naming a new chairman of the Atomic 
Energy Commission.'lWisting the arm of the 
Election Commission so that elections in 
Haryana could wait for Bansilal-the-not yet- 
ready. The on-again off-again stance of ag¬ 
gression towards China. The smug compla¬ 
cency in the face of a frightening deteriora¬ 
tion in the nation’s economic circumstances. 

There is suddenly a hint of a suggestion 
in the air of the beginning of a rats-ieaving- 
the-sinking-ship psychosis. Even some of the 
better known sycophants are exhibiting a 
genre of hesitancy. And criticism is getting 
personalised. This of course was inevitable. 
In a milieu of Thine is Life is For Thine is 
the Kingdom, the system’s operational faults 
and deficiencies are bound to be laid at the 
door of Thee. If the democratic norms are 
.subverted so as to shore up an absolute 
monarchy, at the first sign of trouble, the 
monarch himself will come under attack. 
Adulatory editorial articles are now being 
gradually replaced by caustic references to 
the imperial style of functioning. Politicians 
belonging to opposition groups, who had 
gone into hibernation, are waking up to the 
realisation that their profession need not be 
irretrievably lost. Even within the defunct 
Congress party, rumblings of discontent 
cannot be kept altogether suppressed. The 
nation, it is being generally adknowledged, 
is suffering from a deep malaise, and 
accusatory Angers are being pointed towards 
just one direction. Lest majestt is suddenly 
threatening to become passe. 

But why blame the individual? He is 
merely proving the point that political talent, 
even political talent of the Machiavellian 
species, does not necessarily ritn along 


hereditary lines; beyond the third or fourth 
generation, it tends to peter out. An ordinary 
young man. totally apolitical, with a limited 
range of interests in life, fond of rock music 
and fast cars, has been catapulted into the 
prime ministerial .seat. He could not on his 
own attain this position. Even his mother 
only tried to advance his cause; she dared 
not formally name him as her successor. 
Following her assassination, it could have 
been a wide open race; a large number of 
candidates were around from amongst 
whom the Congress parly could have picked 
the next prime minister. It is not the young 
man’s fault that the so-called power-brokers 
in the party closed their options and roomed 
in upon him. It Is not the young man’s fault 
if the President, breaking established con¬ 
vention, did not choose the ranking number 
two person in the union cabinet as pume 
minister pro tern. Again, it is not his fault 
if the national electorate, deeply disturbed 
by the brutality of his mother’s killing hnd 
benumbed at the sight, on television and 
cinema screens, of her funeral pyre, voted 
him to power. 

It is once more not his fault if sycophants 
immediately set to work, and elevated him 
to the status of divinity. A man of rather 
limited intelligence, he has taken the 
ingratiating hyperbole addressed to him in 
season and out of season at its face value. 
He has convinced himself that he is both 
omnipotent and omniscient, because, un¬ 
interruptedly for months, he has been told 
so. People have cringed at his feet; as a con¬ 
sequence, he has come to consider hir.iself 
as genuinely aingable. Having been various¬ 
ly provided with intimations of his own im¬ 
mortality, he has come to believe that he is 
infallible and that people want him to per¬ 
form as behoves an absolute monarch. The 
obsequious behaviour of the opposition par¬ 
ties has further strengthened his belief. 

is it not therefore both illogical and too 
late in the day to complain that the young 
man is conducting himself in a boorish man¬ 
ner, or that he is leading the nation to cer¬ 
tain catastrophe? Is it not the Pygmalion 
story ail over? He has been told, over and 
over again, that he is the repository of all 
virtues; he has been told that he is possessed 
of imagination, tact, integrity, courage; piety, 
grit, a scientific mind, the proper crusading 
spirit against waste and sioppiness, the 
ability to get things done, and an unerring 
instinct to go straight to the heart of the 
matter. Some time ago, a chief minister 
belonging to one of the opposition parties 
lyas heard to break into a public apostrophe 
Comparing the young man’s performance as 
prime minister with his mother’s; the 
apostrophe ended with the winning marks 
being awarded to the son. Since the same 


chief minister has now discovered traces of 
megalomania befitting a Muhammad bin 
Highlak in the person of the prime minister, 
how can he in all fairness disown the 
culpability for what has come about? There 
have been other distinguished members of 
the opposition who have not been averse to 
assuring the young prime minister that his 
foreign policy was absolute tops, again, even 
better than his mother’s. And what about 
the ancient old gentleman, steeped in the 
wisdom of the shastms, who had gone on 
record that the Congress party is where the 
Nehrus are? It is intolerable that he should 
now lament that the mother had performed 
a neat demolition job of the party, and 
whatevei the mother had left undone, the 
son would complete with due competence. 

In the given situation, there is no escape 
from accepting the moral conveyed by that 
cliche of an adage: each nation gets the 
government it deserves. A supine people will 
be blessed with an authoritarian ruler. In 
Aryavarta, it is of course still the Middle 
Ages. A large chunk of people over there do 
indeed continue to believe in the divine 
prerogative of reigning royalty. The intrin¬ 
sic trust they repose in a dynastic arrange¬ 
ment i.s self-evident. They have taken to the 
ruling household as duck takes to water. Tilt 
as lung as another equally powerful dynasty 
does not succeed in vanquishing the Nehrus, 
their loyally is going to be of an abiding 
nature. 'What is however equally true, once 
a new- dynasty takes over, the Aryavarta mass 
will transfer its unflinching loyalty to it too 
without much strain. This is what medieva¬ 
lism is about. Since those who swear by the 
twenty-first century and high technology 
have their strongest base of support here, 
they have a vested interest in perpetuating 
this medievalism. Forty years of indepen¬ 
dence have made no difference; time has 
come to a stop in India’s hcartbeit; if 
anything, some of the a.ssociated symptoms 
of medieval mores, such as casteism, are 
manifesting themselves much more strongly 
now than at the time of the British 
departure. 

The entire nation has to move together, 
or it will not move at all. As a sentiment, 
this is not only unexceptionable, but 
laudable. The warriors against authoritaria¬ 
nism should accordingly have launched a 
frontal attack on the vestiges of feudalism, 
including casteist formations. Even parties 
with supposedly firm ideological moorings 
have badly stumbled in the task. Constraints 
set by periodic elections on the basis of adult 
suffrage have cast their shadow; issues of 
short-term tactics have comc to the fore. On 
occasion, ideologically-ba.sed parties have 
themselves taken religious and caste groups 
under their wings. In other instances, these 
parties have, with alacrity, entered into 
understanding with politick groups which 
explicitly propound the cause of this or that 
community or caste, and the policy of the 
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principle has been made the victim ol much 
contorted dialectical reasoning. There have 
been other additie.s. Ideologues who have 
proclaimed themsclve-s as foot soldiers for 
democracy, socialism and sdence have been 
unable to detach themselves from tlie how- 
green-was-the-Nchruvian-vallcv syndrome. 
Such starry-eyedness has provided fertile 
ground for the concept- of dynastic 
infallibility. 

Why confine oneself to Aryavarta alone? 
Even in states and regions where the 
ideologically-oriented parties have been 
traditionally strong, little has been done to 
shat pen the awareness concerning the norms 
of democratic functioning. It is only when 
abominations like the Preventive Detention 
Act or the National Security Act reared their 
head that agttatioti.s weie launched. Such 
agitations have always had a compartmen- 
tal, part-time flavour; they were rarely 
integrated with the main body of the 
ideological movement. Which is perhaps 
why organised resistance to the clamping of 
the Emergent^ was so feeble and episodic. 
If will always remain a matter of specula¬ 
tion whether the Emergency would not have 
lasted peacefully for a much longer spell had 
the faux pas over the vasectomy operations 
not been perpetrated. Or take the recent in¬ 
stance of the amendment to the Indian 
Postal Act which intends to arm the authori¬ 
ties with ab.solute power to intercept the 
mail. It was left to the President, despite his 
being hemmed in by Article 74 of the Con¬ 
stitution, to offer battle to the government 
on the issue. This should not have been so. 
At least one-fourth of the members of the 


KINETIC ENGINEERING’S manufactur¬ 
ing licence has been endorsed for the pro¬ 
duction of motorised two-wheelers and 
3-wheclcrs upto .350 CC engine capacity 
undei the broadbanding policy of the cen¬ 
tral govcmmeni. Its letter of intent to 
manufacture four lakh 2 wheelers is under 
conversion to industrial licence. Effective 
steps have been taken for the proposed ex¬ 
pansion. During 1985-86, the company laun¬ 
ched a new moped ‘Kinetic Swift’ incor¬ 
porating advanced variator technology. 
Batch quantities of this sophisticated and 
highly fuel-efficient vehicle have been 
marketed with encouraging results. Mass 
production will be taken up now. More 
variants and models are expected to be in¬ 
troduced in the near future. The company 
has not yet entered into a collaboration for 
manufacture of 3-wheelers. Detailed product 
evaluation and prototype testing are being 
conducted. The company sold 1,85,770 


Lok Sabha belong to the opposition; for 
defending freedom and democracy, this is 
not a negligibie .size If these members showed 
determination, made enough nuisance of 
themselves inside the house, brought its pro¬ 
ceedings to a halt, the resulting ruckus would 
have found echoes outside parliament, and 
the government could have been put on the 
defensive. But no, fatalism of a queer kind 
has entered the soul. The slate of ill- or well¬ 
being of employees engaged by private 
financial rackets arouses the concern of oui 
members of parliament; they are rightly well 
versed in the nefarious doings of the Cen¬ 
tral Intelligence Agency in Nicaragua, but 
they are somehow unable to mobilise them¬ 
selves against creeping totalitarianism nearer 
home. 

Abandon illu.sion all ye who enter here. 
The present mood of resentment at the 
young prime minister's increasingly authori¬ 
tarian ways will be a nine days’ wonder, it 
is likely soon to pa.s.s. The national passion 
is to be .jbsequious. Those who swear by 
ideology have failed to evolve any alternative 
cultural pattern ciiher. Once people realise 
that the concept of a dawn is false, they will 
withdraw into their shell, and acquiesce in 
the banality of parliamentary monarchy. 
The grotesque will then emerge as the norm, 
and the Peter Scllcis-Pcter Ustinov universe 
will become the staple of common, everyday 
experience. Life, who docs not know, imitates 
art. And till as long as a deeper stirring does 
not overwhelm the nation’s base, this art of 
the superstructure will remain the guardran 
art. 


vehicle.s as compared to 1,72,583 numbers 
in 1984-85. Sales brought in Rs 71.85 crore 
against Rs 59.10 crore and yielded a gross 
profit of Rs 9,69 cr ore against Rs 8.64 crore. 
These figures show a contraction of profit 
margins. Net profit is Rs 3.80 crore (Rs 3.09 
crore). Dividend has been stepped up by 5 
points to 30 per cent which has a hefty ear¬ 
nings cover of 10.55 times as against 10.30 
times previously. In May 1986, the company 
concluded a productivity-linked agreement 
with the factory workers, after which pro¬ 
duction increased substantially without any 
increase in the labour force. The company 
produced during July to October 1986 as 
many as 78,036 vehicles os aganist 59,533 
numbers during the same period last year. 
The directors in their report point out that 
the 2-wheeler industry is undergoing a sea 
changa The high growth rates in the moped 
segment witnessed during the last S years 
have now come down. The company must 


now look for growth from increased market 
share from the existing market. The marke¬ 
ting activities are planned to be stepped up, 

SUNDARAM-CLAYTONii diversifying its 
business. It has secured letters of intent for 
manufacture of uninterruptible power supply 
systems and computer peripherals. The 
former project will be undertaken in colla¬ 
boration with Elgar Corporation of USA 
and for the latter the company is pursuing 
efforts for suitable collaboration arrange¬ 
ments. The company has also received 
clearance under the MRTP Act to manufac¬ 
ture refrigerators at Pondicherry and is try¬ 
ing to obtain a letter of intent for setting up 
an undertaking there to manufacture indus¬ 
trial laundering and washing systems as well 
as industrial cooking, dispensing and dispos¬ 
ing systems. Arrangement for technical 
assistance and licence arrangement with 
Wabco of West Germany for manufacture 
of industrial pneumatic equipment has been 
approved by the government and production 
is likely to commence by mid-1987. Diver¬ 
sification of activities apart, the company 
has plans for certain major expansions in its 
existing operations which would necessitate 
increase in borrowings. Accordingly, borrow¬ 
ing powers of the board are proposed to be 
stepped up from Rs 15 crore to Rs 30 crore. 
The company has produced good results for 
1985-86 with sales rising from R.s 68.55 crore 
to Rs 89.06 crore and gross profit from 
Rs 8.55 crore to Rs 10.10 crore. These 
figures, however, reflect a reduction in pro¬ 
fit margins. Net profit is Rs 5.62 crore 
(Rs S.20 crore). The unchanged dividend of 
25 per cent is thus covered 3.97 times by 
earnings. 

The moped division increased its sales by 
35.5 per cent and the brakes division by 9 
per cent. The directors say that prospects of 
growth in the commeicial vehicle industry 
appear to be limited. Increase in sales for 
the brakes division has to be generated from 
introduction of new products. R and D ac¬ 
tivity for such new products has been inten¬ 
sified. In the railway products division, 
signalling and brakes units have registered 
increases by 600 per cent and 113 per cent 
respectively. Profitability is yet to reach a 
satisfactory level. In regard jo the moped 
division, the directors point out that the two¬ 
wheeler industry is in "a very critical stage 
in the country with a large number of new 
manufacturers having entered into the field. 
With the non-availability of a foreign colla¬ 
borator of repute and severe competition in 
the market, the management is considering 
the future of this division. 

VXL INDIA is the new name under which 
three SK Biria Group companies—Shree 
Digvijaya Wboiien Mills, Oriental Carpet 
Manufacturers and UnivRsal Electrics- 
have merged together to pool their ex¬ 
perience and resources to forge a stronger 
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and more dynamic compai^. The company’s 
modernisation and expansion plans for the 
various divisions are estimated to involve a 
capital outlay of Rs 3S crore over a period 
of three years. Efforts are being made to ar¬ 
range necessary institutional and other loans 
and to strengthen the company’s financial 
position. The company has fared well during 
1983-86 with a gross profit of Rs 6.50 crore 
against ks 5.37 crore in the previous year 
following increase in turnover from Rs M.15 
crore to Rs 85.87 crore. These figures, how¬ 
ever, reflect contraction of margins. Net pro¬ 
fit is Rs 3 crore (Rs 1.91 crore). Dividend has 
been raised by two points to 20 per cent and 
is covered 3.90 times by earnings as against 
2.78 times previously. Both the Digjam and 
OCM divisions improved their sales. A few 
shuttleless looms have been installed and 
more will be installed in the current year. 
OCM faced a partial strike due to disturbed 
conditions in May and June last in Punjab, 
but the situation is now well under control 
and work is fast returning to normalcy. 
Universal Electrics division inaeased its pro¬ 
duction and sales, although there has been 
an overall fall in demand from SEBs due to 
paucity of funds. The directors point out 
that order position in Universal Engineer¬ 
ing continues to be unsatisfactory. Sidharth 


Oils was able to overcome its teething pro¬ 
blems and achieved regular production. 

INDIAN OXYGEN’S project for modernisa¬ 
tion of its Jamshedpur unit is in progress 
and the new tonnage plant is expected to be 
on stream in March 1987. The project for 
expansion of oxygen capacity of the 
Guwahati unit has been completed, but work 
on esublishment of a new unit at Ikloja in 
Maharashtra for manufacturing helium is 
progressing. Tailor-made svelding systems 
have been added to the product range. CNC 
cutting machines are also being developed 
as an import substitution effort and are ex¬ 
pected to be launched in the current year. 
The plant division has undertaken, for the 
first time, erection of heavy engineering 
equipment and introduced a new range of 
vessels. The company’s turnover during 
1985-86 increased from Rs 98.55 crore to 
Rs 111.41 crore due to higher volumetric 
sales of certain products and improved unit 
price realisation. Gross profit at Rs 9.86 
crore was only marginally higher than pre¬ 
vious year’s Rs 9.80 crore. Margins were 
eroded by rising costs. With a lowef tax 
liability, net profit stood at Rs 4.61 crore 
(Rs 4.06 crore). Unchanged dividend of 16 
per cent was covered 1.97 times by earnings 


as again.st 1.73 times previously, lb meet the 
increasing demand for funds for ciqtital ex¬ 
penditure programmes and working capita) 
requirements, the company proposes to 
issue, subject to the consent of the controller 
of capital issues, 15 lakh secured redeemable 
non-convertible debentures of Rs 100 each 
to the resident ordinary shareholders on 
'rights’ basis. With a view to manufacturing 
welding equipment and accessories, the com¬ 
pany have jointly promoted with SICOM a 
new company under the name ‘Maharashtra 
Weldaids'. Indian Oxygen will invest upto 
Rs 50 lakh in equity capital of the new 
company. 

UP ELECTRONICS CORPORATION has 
just completed ten years of existence and has 
become a household name in India by its 
brand name ‘Uptron’. It was set up to 
develop the electronics industry in UP which 
had no major electronics industry of 
.significance. Uptron has emerged as one of 
the largest enterprises in the electronic in¬ 
dustry in the public sector, with a turnover 
of Rs 70 crore in 1985-86. Uptron decided 
in late 1983 to set up a new modern colour 
TV picture tube company. A committee, set 
up for this purpose in 1984, selected Toshiba 
f'orporation of Japan as its collaborator. 
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Upfron and Ibdiiba Corporation enteied in¬ 
to a technical collaboration agreement for 
the manufacture of the latest type of colour 
picture tubes to which the government of 
India gave its approval in December 1985. 
Subsequently, Uptron, Tbshiba and Mitsubishi 
Corporation, another giant company of 
Japan reached another agreement under 
which Toshiba and Mitsubishi Corporation 
would contribute jointly upto 15 per cent of 
the total paid-up equity capital of the new 
company. Uptron has established a new unit 
by the name of Uptron Colour Picture 
Tubes, at Sahibabad, UP, situated at a 
distance of about 20 km from New Delhi. 
The total project cost is Rs 117 crore and it 
is one of the rnajoi projects of the country 
and the biggest attempted so far in the elec¬ 
tronic component industry. It will manufac¬ 
ture 7.5 lakh colour picture tubes annually 
in three si/cs of 38 cm, 51 cm and 53 cm hav¬ 
ing 90*' deiicciion angle and 22.5 mm mini 
neck. The .Si cm tube will be the conven¬ 
tional type, siinilai to the ones now available 
in India, hut the 38 cm and 53 cm tubes will 
be the fS types. T he installed capacity will 
be attained in 1990-91 when the new com¬ 
pany would achieve a turnover of Rs 120 
crore annually at the present price of the 
tube. The project is being implemented in 
three phases. With the implementation of 
this project, the country would achieve self- 
reliance in the manufacture of a vital com¬ 
ponent of a V olout rv set. 

mPRO INFORMATION TECHNOLOGY 
has launched India’s first 32-bit 80386 bas¬ 
ed minicomputer--the .scries 386. Assimila¬ 
ting the advance information provided on 
the chip, Wipro developed the series 386 in 
record time. T he product has been lauded 
and appreciated by the Intel Corporation of 
the USA, maker of the 80386 chip. The 
80.386 chip has a sustained performance of 
3-4 million instructions per second and sur¬ 
passes the speed of any currently available 
32-bit processoi. The innovative structure of 
80386 operates at 16 MHz with zero wait 
state through a 64 KB on board cache, yet 
another new concept. 'Ib support floating 
point operations, the CPU provides hard¬ 
ware support for numerics in a separate 
numeric co-processor chip, the 80387. The 
powerful scries 386 minicomputer is designed 
to cater to the large application environ¬ 
ments demanding high performance. Incor¬ 
porating optimi.sed performance features, it 
supports application needs of large and 
medium commercial organisations, govern¬ 
ment departments, data centres, research in¬ 
stitutions and universities. Some of the 
unique 'firsts’ of the product are: on-chip 
mcmoiy management, a radically different 
memory concept, use of 10-layered PCB, a 
80286 based file processor, and a triple bus 
architcctuia The scries 386 supports upto 32 
users, over 12 MB of memory, nearly 2 giga 
bytes of disk space. The Wipro Serie.s-386 
supports the latest implenientaiion of the in¬ 
dustry st^dard UNIX System V. Release 
3.0, a,s w'cil as Wipro's proprietary field pro¬ 


ven WDOS operating system*. UNIFY Date 
Base Management System, and MS-DOS ate 
supported under UNIX V, ReleaM 3.0. The 
WDOS operating system, already running 
in over 700 installations has been specifically 
designed to exploit ail the high performance 
features of the series 386. Highly optimised 
compilen along with graphics and commu¬ 
nication software complement the wealth of 
software application packages available on 
both the operating systems. Order booking 
for this new product has already started and 
deliveries would commence from April 1987. 
Series 386 is positioned to emulate its 
predecessors based on 8086 and 80286 
processors. 


ASSOCIATED CEMENT COMPANIES 
(ACC) has announced a dividend of 17 per 
cent for the year ended July 1986 on the 
capital enlarged by a one-for-five bonus 
issue, as against 20 per cent paid last year. 
The company was able to step up capacity 
utilisation from previous year’s 83.6 per cent 
to 90 per cent and sales of cement from 
73.79 lakh tonnes to 79.22 lakh tonnes. Tbtai 
income also increased from Ks 709 crore to 
Rs 753 crore, but the company had fo fight 
a losing battle against erosion of profit 
margins and gross profit turned out to be 
lower at Rs 36.60 crore against Rs 43.98 crore 
of 1984-85. After depreciation, there is a net 
profit of Rs 8.61 crore (Rs 13.42 crore). There 
is no tax liability in both the years. The 
recommended dividend will absorb Rs 6.78 
crore (Rs 6.65 crore). The directors, attribute 
the deterioration of margins to “substantial 
increases in costs of important inputs’’ 
which have not been compensate by 
suitable increases in the price of levy cement 
by the government. 


In the Capital Market 


tVtura Packaging (Indial is making a 
public issue of 5 lakh equity shares of Rs 10 
each at par. The subscription list opens for 
NRIs on February 28 and for Indian public 
on March 4. The company has been promo¬ 
ted by S K Thirani, chairman and managing 
director of Kores (India). It is setting up a 
Rs 1.61 crore project for the manufacture of 
5-Iayer co-extruded films comprising upto 
four different polymers with a capacity oi 
800 tonnes per annum at Honad village near 
Khopoli, 90 km from Bombay, a ‘C’ cate¬ 
gory backward area. The major plant and 
machinery is being imported from Brampton 
Engineering of Canada, renowned for its 
plastic extrusion machine and co-extrusion 
dies. The product will conform to interna¬ 
tional standards. The company’s product 
would be used in the packaging of dairy pro¬ 
ducts, edible oils, vanaspati, lubricants, meat 
and meat products, marine products, fruit 
pulp, snackfood, dry ftutts, spices, pickles, 
beverages, pharmaceuticals and chemicals. 
The company will also install a four colour 
rotogravure printing machine to provide 


primed and ready-to-use films to the 
consumers. 

Acewding to Thirani, investors in the 
company will have immense advantages of 
practically no gesutlon period. Since the 
break-even point is as low as 44 per cent, the 
company otpects to pay a reasonable divi¬ 
dend in the first year of operation itself. The 
issue is being managed by Champaklal In¬ 
vestment and Financial Consultancy and 
Central Bank of India. 

Titan itches proposes to make a public 
issue of equity shares and convertible deben¬ 
tures during April 1987. The Controller of 
Capital Issues has consented to the reserva¬ 
tion of 10 per cent of the convertible deben¬ 
tures. for preferential allotment to the 
shareholders of Thta Press. The convertible 
debentures will carry interest at 13.5 per cent 
per annum. Out of the face value of Rs 300 
per debenture, Rs 100 will be converted in¬ 
to 10 equity shares of Rs 10 each at par on 
the expiry of three months from the date of 
allotment. The balance amount of Rs 200 
will be redeemed at par at the end of 10 years 
from the date of allotment (with the option 
to the company to redeem the debenture.^ at 
any time after seven years). Every share¬ 
holder of Thta Press, who holds at least 50 
shares, will be offered 10 convertible deben¬ 
tures amounting to Rs 3,000 on a preferen¬ 
tial basis, irrespective of the amount of his 
shareholding. He may also apply for addi¬ 
tional debentures in multiples of 10 deben- 
lures. The company proposes to retain over¬ 
subscription to the extent of 25 per cent of 
the issue, in accordance with the consent 
order. 

V> M Mittal Stainless Sti*«ls has announced 
an unchanged dividend of 15 per cent for 
1986 on the capital doubled by a one-for- 
one bonus issue. The company has reported 
a net profit of Rs 40 lakh on a turnover of 
Rs 710 lakh as against a net profit of Rs 19 
lakh on a turnover of Rs 690 lakh in the 
previous year. These results reflect the 
favourable effect of expansion implemented 
in 1985 at a capital outlay of Rs 125 lakh. 
The company is now in introducing the latest 
vacuum oxygen decarbonisation converter 
(VODC) technology in collaboration with 
Leybold Heracus of West Germany and altto 
installing a machine with a capacity of 5 to 
8 tonnes. This will furtheo improve the 
quality of the product^and also enable the 
company to produce hi-tech castings having 
specialised applications. The project will in¬ 
volve a capital outlay of Rs 2.65 crort The 
company is making a public issue of 7.5 lakh 
equity shares of Rs 10 each at a premium 
of Rs 2 per share. According to R C Mittal, 
Managing Director, the company expects to 
step up sales to Rs 10 crore in 1987 and to 
Rs 12.50 crore in 1988 and earn net profits 
of R.S 60 lakh and Rs 80 lakh, respectively. 
It would be in a position to raise dividend 
to 17.5 per cent for 1987 and to 20 per cent 
in the subsequent year. The public issue is 
managed by Bank of Baroda and V B Desai. 
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CIVIL LIBERTIES 


Supreme Court and Ordinances 

A G Noorani 


IN the last ten years there have been hardly 
any Judgment of real consequence by the 
Supreme Court in controlling, not the bure> 
aucrat, but the wielders of power high above 
the bureaucrat. When Justice P N Bhagwati 
retired as Chief Justice of India even those 
who had made it their vocation in recent 
years to extol his qualities had to concede 
that when it came to great power timidity 
was his watchword. 

The court’s judgment in D C Wadhwa’s 
case does it little credit, contrary to popular 
impression. Wadhwa, it may be recalled, 
wrote a book entitled “Re-promulgation of 
Ordinances: A Fraud on the Constitution of 
India” in 1983. It was published under the 
auspices of the Gokhale Institute of Politics 
and Economics, Pune, by Orient Longmans. 
The book exposed the fraud of re-promul¬ 
gation of ordinances with such a wealth of 
documented detail as to leave no room for 
two opinions, in January 1984 Wadhwa Hied 
a writ petition in the Supreme Court. It took 
nearly three years for the Court to deliver 
judgment as it did on December 20, 1986. 
The judgment was delivered by Chief Justice 
Bhagwati on behalf of himself and Ranganath 
Misra, G L Oza, M M Dutt and K N Singh JJ. 

Of course—but, of course—the re-pro¬ 
mulgated ordinance was struck down as un¬ 
constitutional. Wadhwa’s “enormous re¬ 
search” was appreciated and the Bihar 
government was ordered to pay him a sum 
of Rs 10,000 as costs. There was the predic¬ 
table flow of typically florid-Bhagwati 
rhetoric. A rc.spectcd journal Mainstream 
characterised it as an “historic judgment” 
and published the full text on January 3, 
1987. 

Alas, it is nothing of the sort. History will 
be made the day the Supreme Court holds 
that the very power to make—as distinc't 
from re-promulgatc—ordinances is judicially 
.reviewable a.nd is subject to strict conditions. 
Seventeen years ago the Supreme Court held 
precisely that. Since then the law on that 
point has not advanced. On the contrary the 
court has retreated. 

Article 213 of the Constitution reads thus; 
“If at any time, except when the legislative 
assembly of a state is in session, or where 
there is a legislative council in a state, ex¬ 
cept when both bouses of the legislature ate 
in session, the governor is satisfied that cir¬ 
cumstances exist which render it necessary 
for him to take immediate action, he may 
promulgate such ordinance as th' circum- 
sunccs appear to him to require.” 

Referring to Article 123 which is identically 
zworded and empowers the president to 
make ordinances, the court said in the banks 
nationalisation case that “the awreise of the 
power is strictly conditioned. The dause 
relating to the satisfaction is composite: the 


satisfaction relates to the existence of cir¬ 
cumstances as well as to the necessity to take 
immediate action on account of those cir¬ 
cumstances. Determination by the president 
of the existence of circumstances and the 
necessity to take immediate action on which 
the satisfaction depends, is not declared 
final”. The last sentence is significant. 

Yet on March 27, 1985 a Constitution 
Bench of the Supreme Court headed by 
Chief Justice Chandrachud and O A Desai, 
O Chinnappa Reddy, E S Venkataramiah 
and Ranganath Misra ignored this ruling 
while giving a carte blanche to the govern¬ 
ments at the centre and in the states to make 
ordinances as they pleased. It harked back 
instead, believe it or not, to the rulings of 
the Privy Council in the colonial era. Not 
only that but the court also ignored a ruling 
of the Privy Council itself in 1979 which 
drew a distinction between the executive’s 
power “to make written laws, whatever be 
the name attached to it” under the Constitu¬ 
tion. The Privy Council ruled that it was dif¬ 
ferent from the legislature’s power to legislate 
and could be invalidated on proof of “bad 
faith”. 

Justice Bhagwati also ignored the banks 
nationalisation case and fell back on the law 
declared in the old discredited Privy. TVue 
strictly speaking the issue did not arise in 
Wadhwa’s case. But when counsel for the 
state of Bihar cited those rulings plus the 
banks nationalisation case Justice Bhagwati 
could have developed the law. Instead be 
said; “It is true that according to the deci¬ 
sions of the Privy Council and this court, 
the court cannot examine the question of 
satisfaction of the govonor in issuing an or¬ 
dinance, but the question in the present case 
does not raise any controversy in regard to 
the satisfaction of the governoi^’ 

Why, then, declare the law and declare it 
incorrectly? In a sense the question of 
satisfaction was very much relevant. The 
banks nationalisation case docs’not warrant 
Justice Bhagwati’s summary. But like Justice 
Chandrachud, Justice Bhagwati also ignored 
it. 

Let us come to re-promulgation. First 
comes this passage: “The power to pro¬ 
mulgate an ordinance is essentially a power 
to be used to meet an extraordinary situa¬ 
tion and it cannot be allowed to be ‘perver¬ 
ted to serve political ends’. It is contrary to 
all democratic norms that the executive 
should have the power to make a law, but 
in order to meet an emergent situation, this 
p6wer is conferred on the governor and an 
ordinaiux issued by the governor in percise 
of this power must, therefore, of nrcessity 
be limited in point of time” 


It is followed by a stronger one but only 
to be whittled down; “The law-making func¬ 
tion is entrusted by the Constitution to the 
legislature consisting of the representatives 
of the people and if the executive were per¬ 
mitted to continue the provisions of an or¬ 
dinance in force by adopting the methodo¬ 
logy of re-promulgation without submitting 
to the voice of the legislature, it would be 
nothing short of usurpation by the executive 
of the law-making function of the legis¬ 
lature. The executive cannot by taking resort 
to an emergency power exercisable by it only 
when the legislature is not in sessions, take 
over the law-making function of the legis¬ 
lature. That would be clearly subverting the 
democratic process which lies at the core of 
our constitutional scheme, for then the peo¬ 
ple would be governed not by the laws made 
by the legislature as provided in the Con¬ 
stitution but by laws made by the executive. 
The government cannot by-pass the legisla¬ 
ture and without enacting the provisions of 
the ordinance into an Act of the legislature, 
repromulgate the ordinance as soon as the 
legislature is prorogued. Of course, there 
may be a situation where it may not be possi¬ 
ble for the government to introduce and 
push through in the legislature a Bill con¬ 
taining the same provisions as in the or¬ 
dinance, because the legislature may have too 
much legislative business in a particular ses¬ 
sion or the time at the disposal of the legis¬ 
lature in a particular session may be short, 
and in that event, the governor may legiti¬ 
mately Find that it is necessary to re-promul- 
gate the ordinance. Where such is the case, 
re-promulgation of the ordinance may not 
be open to attack.” 

The exemption carved out by justice 
Bhagwati is wholly gratuitous and robs the 
judgment of merit and value. It was a case 
of interpretation and the exception, based 
on pure legislative convenience, derives no 
sanction from Article 213. The limit for 
legislative ratification of an ordinance does 
not depend on the legislature’s convenience. 
It is devoid of any justification. If it be 
“judicial activism” it is activism in favour 
of the state contrary to the law after a failure 
to exercise judicial activism in favour of the 
citizen in conformity with the law. 

As a tail-piece note this report by the 
Patna correspondent of The Statesman 
published on January 16, 1987, a month 
after the judgment: “Differences have crop¬ 
ped up between the slate government and the 
speaker of the Bihar assembly, Mr Sheo 
Chandra Jha, over the duration of the 
budget session of the House starting from 
February 12. The issue at stake is “the 
intention of the government headed by 
Mr Bindeshwari Dubey to repromulgate the 
ordinances which would automatically lapse 
once they are not made Acts by legislation 
within 42 days of being tabled on the floor 
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of the House when it meets on February 12" 
"In utter contempt of the Supreme 
Court’s judgment delivered last mouth on 
re-promulgation of Ordinances which was 


IT is only to be expected that the student 
demonstrations of December would leave 
some impression on what the Chinese 
leaders say or do over the next few months. 
However, a signal that the major crisis is 
behind us needed to be given. Zhao Ziyang’s 
.speech at the end of .'anuary seemed to do 
just that. He said in a televised address the 
text of which was carried by the Chinese 
media on January 30 that the worst was over. 
The campaign against ‘bourgeois liberalisa¬ 
tion' would not be turned into a ‘political 
campaign’ which would disrupt the whole 
country, its polity and its economy. Zhao 
was presumably referring to the campaigns 
in China, especially the anti-Confucius and 
anti-l.in campaigns, although he did not 
quite say .so. Ever since the Cultural Revolu¬ 
tion campaigns in China have come to mean 
tempestuous movements. No wonder then 
that the commentators, both within and 
without China, looked at the democracy- 
campaign by the students as if it were 
another uncontrollable storm about to sweep 
the new leadership off its feet. On the face 
of it Hu Yaobang’s stepping down from the 
central secretaryship of the Chinese Com¬ 
munist Party looked perhaps ominously 
close to being that. Zhao Ziyang has now 
indicated that the party has moved in the 
matter and rather fast. Hu’s resignation 
signifies that the party is firmly in control 
of the situation rather than the opposite. 

Zhao 2Uyang has also added what in his 
view the crux of the problem was. He ha.s 
put the official seal on what one suspected 
to be the party’s assessment of the problem. 
In his view the core of the problem of 
‘bourgeois liberalisation’ was ‘negating the 
leadership of the party’. Zhao is quite clear 
that the liberals today (like the red guards 
of yesteryears) want to bomb the headquar¬ 
ters of the Communist Party. He would have 
nothing of that nonsense. 

To be sure, the people wanting to bombard 
the headquarters today are radically different 
from those of two decades ago. Zhao Ziyang 
therefore did not make the comparison im¬ 
plied above. The Italian marxist Sebastiano 
Timpanaro has in his famous book ‘‘On 
Materialism” had the following to say about 
politics in China. The Cultural Revolution, 
he argued, had ”a mystical and pedagogic 
character which constituted one of its most 
negative aspects”. It is possible to take a cue 
from his argument that this ‘mystical’ and 


held illegal, the Bihar government appears 
bent upon perpetuating the ‘‘/laud on the 
Constitution once again" 

Comment is sutierfluous. 


pedagogic aspect of the Cultural Revolution 
has resulted in the demolition today of the 
most attractive feature of Mao 2Mong 
Thought, which was, to borrow Timpanaro’s 
words again, that ‘‘it probably represents a 
progress so far as the relationship between 
party and masses is concerned”. Philosophers 
like Timpanaro would attribute this to the 
faa the techniques employ by the Cultural 
Revolution leadership (as also the Oeng- 
Zhao leadership, he would add if he were 
writing today) were “typically Stalinist”. The 
Vifcst European left cannot survive if it does 
not distance itself from Stalin and Stalinism. 
That need not detain u-s. The point, however, 
is that there is an assertion in China today 
of the supremacy of the Communist Party. 
It is not open to question. (Whether to call 
this Stalinist or Leninist is another matter.) 

We cited Timpanaro because in his criti¬ 
cism of the Cultural Revolution he had 
argued that “the publication of leadership 
debates” was not thought to be “a necessary 
condition for the development of a real 
discussion”. Well, the CPC has now decided 
to do the same. The campaign against bour¬ 
geois liberalisation, Zhao Ziyang said in his 
end-January speech, "will be limited to party 
members, will focus on political principles 
and will not involve rural areas”. In short 
much of this campaign will remain blacked 
out in the media. Exclusion of rural areas 
might also mean that several thousand rural 
cadre would be left out of this campaign. 
The central and dominant role of the party 
has been asserted. It follows then that as far 
as this leadership is concerned such ‘reform’ 
of the economic apparatus is permissible as 
is in keeping with the dominance and the 
primacy of the Communist Party. 

On January 17, the party propaganda 
department issued instructions to the press 
and other media, reported Japan’s Kyodo 
news service, “to avoid editorials, commen¬ 
taries and other stories which give the im¬ 
pression that a nuyor political shift has taken 
place”. Obviously, the party propaganda 
department which had apparently lost con¬ 
trol has regained it and is determined to keep 
it. 

lb make their point with some authority 
the conservatives (who may or may not be 
economic conservatives; although the western 
media and commentators seem to assume 
that they are, on what basis we do not know) 
who are for retaining the unchallenged 


authority of the party have quo^ Mao 
Zedong in their favour. A provincial radio 
broadcast on January 14 cited Mao and 
demanded that those who pay no heed to 
repeated warnings and violate the party’s 
political discipline be “resolutely expelled” 
from the party. Hie message is clear. The 
party is supreme, it knows it and is deter¬ 
mine to keep its supreme position. 

In the process Zhao Ziyang has revived 
a four-decade old Chinese saying: meiyou 
gongchandang meiyou yinzhougguo (had 
there been no Communist Party there would 
have been no new China). If the party goes 
under, he said, China would become “loose 
sand”, another assertion widi historical over¬ 
tones. The image of a heap of loose sand 
for a powerless China was Erst used by Sun 
Yatsen early in this century. It is true that 
with all its ups and downs the Chinese Com¬ 
munist Party has put China on the world 
map. There is no question, in the party’s 
view, of weakening that instrument. China 
needs it for as far as one can see. The or¬ 
thodoxy (call it Stalinist if you will) seems 
to have won the battle for the time being. 
Whether it has won the war or not will be 
known at the next party congress due in 
September-October of this year. 
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NEW DELHI 

Passing Power into Foreign Hands 

BM 


PUBLIC polemics in recent weeks between 
the industry minister, Vengal Rao, and the 
minister of state for public enterprises, 
K K Tiuwi, on the one tuuid, and the energy 
minister, Vasant Sathe, on the ofher, on the 
question of foreign financing and turnkey 
construction of power plants as against 
fuller utilisation of indigenous power plants 
equipment and role of the private sector in 
setting up power projects have been interes¬ 
ting and revealing of the state of confusion 
in the government. While Vengal Rao was 
somewhat restrained when he declared that 
private enterprise could not be relied upon 
to build power projects since it would not 
be able to raise enough capital for the pur¬ 
pose, K K Tiwari went hammer and tongs 
against Vasant Sathe for what he claimed 
was a “distorted version of government 
policies” and dubbed him as “minister to 
private enterprise”. Vasant Sathe, on his part, 
declared that BHEI. equipment would be 
used only if it was competitive with foreign 
supplies, presumably, not only in respect of 
prices but credit back-up also, for power pro¬ 
jects and went on to suggest that BHEL 
might as well as transferred to his ministry 
for better co-ordination and to end unseemly 
controversies. 

It is not a case, however, of only confu¬ 
sion inside the government on policy ap¬ 
proaches and policy applications. There is 
also a lot of mock play involved here which 
has currently become fa.shionabte in matters 
big and small in the conduct of the govern¬ 
ment under the leadership of Rajiv Gandhi 
and his coterie of advisors. While wordy 
duels in which some ministers take pan with 
great gusto take place, they do n6t have 
much relevance to the decision-making pro¬ 
cesses in the government. Vengal Rao has 
been contradicted by the prime minister 
himself with a call for assembling a more 
attractive 'packages’ for private sector to 
take up power projects. The self-styled 
champion of BHEL and public enterprises, 
K K Tiwari, has been unable to secure orders 
for BHEL which are being merrily placed 
for Credit-financed imports of power equip¬ 
ment because of the ‘resources crunch’. 
Tiwari has actually to defend this as ne¬ 
cessary in the circumstances. The latest in 
this context, which puts matters where they 
really stand, is the decision to hand over to 
the Soviet Union the construction of the 
Rs 720 crore Bakreswar power project in 
collaboration with a Birla company which, 
interestingly enough, will provide technical 
services to the Soviet side The Soviet drive 
to involve private enterprise in its trading ac¬ 
tivity in the Indian market would indeed 


seem to be making some progress. But that 
is a different issue altogether. Another 
significant decision recently taken is that 
preliminary work would be undertaken by 
Indian agencies on the Uri hydei power pro¬ 
ject while talks have been initiated with 
foreign companies for turnkey construction 
and foreign financing of the project. Mean¬ 
while, BHEL, the most competent and suc¬ 
cessful of Indian public enterprises, is be¬ 
ing pushed relentlessly into sickness even as 
power projects arc being handed over to 
foreign interests with collaboration ar¬ 
rangements with Indian private enterprise. 

Import of Power Pi.ants 

The Confederation of Engineering In¬ 
dustry has recently released a revealing study 
on imports of power plants which compete 
with domestic manufacturing capacity. Ac¬ 
cording to the study, gas turbines and ther¬ 
mal and hydro power generating sets of a 
total capacity of 9,320 megawatts have been 
imported in the last six years. Imports of 
power plant and equipment of the order of 
over 10,000 MW are planned in the coming 
7-8 years. The foreign oichange cost of these 
imports has not been computed by the CEI 
study, but it may well add up to billions of 
dollars. The union energy ministry had at 
one time counted on as much as 7 billion 
dollars of credit-financed imports of large 
power plants of a total of S,000 MW capacity 
to be set up on turnkey basis by foreign agen¬ 
cies. The imports have turned out to be dou¬ 
ble that originally envisaged and if large- 
scale imports of small and medium diesel 
and gas generating sets for captive power 
plants in the public and private sectors are 
also taken into account, the foreign exchange 
involved in power plant import during the 
last six years may add up to as much as 15 
to 20 billion dollars. Such massive imports 
have been directly encouraged by a special 
reduction in import duty to 25 per cent in 
contrast to 55 per cent on capital goods 
generally. The CEI study was undertaken to 
show that duty preference for import of 
power plant and equipment had directly 
helped foreign suppliers to push to the wall 
Indian producers and capture the Indian 
market in this vital area. Bharat Heavy Elec¬ 
tricals in the public sector is the worst suf¬ 
ferer from unfair competition of the govern¬ 
ment induced, indeed sponsored, imports of 
power plant and equipment. The utilisation 
of the production capacity of BHEL is ex¬ 
pected to decline sharply and may go down 
to hardly 35 p«’ cent next year. The posi¬ 
tion with respect to its capacity forproduc- 
tion of hydro power plant is already down 


to hardly 15 per cent. With BHEL in such 
trouble, its ancillaries and supportive in¬ 
dustries must be in the doldrums, with many 
units unable to survive. 

The proposal to arrange massive imports 
of power plant and equipment was first 
mooted by the energy ministry. The finance 
and industry ministries at first looked 
askance at it. The finance ministry has, 
however, failed to maintain its reservations 
in the face of the growing budgetary deHcit 
and its inability to allocate rupee resources 
for the power programme The industry 
ministry soon fell in line leaving BHEL in 
the lurch. The producers of power plant and 
equipment in the developed countries facing 
recessionary conditions must have gleefully 
jumped at the opportunity for profitable 
business in the Indian market which has 
been opened to them. The preference of om- 
cial policy for credit-financed imports over 
optimal mobilisation and utilisation of 
domestic resources, financial, material and 
human, is indeed glaring in the power sec¬ 
tor. It spotlights the counter-productive^ 
indeed destructive, nature of the policy of 
liberalisation, import liberalisation included. 
Tbrnkcy construction of power plants with 
imported equipment is not a case of sup¬ 
plementing local resources and effort for 
accelerating the power development pro¬ 
gramme. What is happening is substitution 
of indigenous resources and effort by foreign 
credits and supplies of materials, techno¬ 
logies and skills. Noises are often made by 
official apologists of turnkey construction 
by foreign agencies about deHciencies and 
defeas in project management and construc¬ 
tion by Indian agencies and the need for 
standardisation of manufacturing capacities, 
project implementation and maintenance: If 
these noises are not made with the ulterior 
purpose of justifying turnkey tie-ups for 
construction and foreign financing of pro¬ 
jects and programme, the situation can be 
rectified and the deficiencies and defects 
overcome in the power sector as in any other 
sector. The key to the rectification, after all, 
is greater rather than less self-reliance- 
technological and managerial. 

False Alibi 

Indigenous capacities and capabilities-in 
the power sector are right now poised at a 
critical and delicatt juncture. BHEL has in 
recent years accomplished an impressive job 
of developing capacity for manufacturing 
210 MW generating sets and is close to 
developing its own 500 MW sets. Tjiese sets, 
where they have been installed, have shown 
progressively good performance and the 
latest series of these sets match any com¬ 
petitive standard. The state electricity boards 
may be bureaucratic and are hamstrung by 
political interference and imposition of non¬ 
economic and non-technological norms on 
their working. Yet they contain a vast store¬ 
house of technical and management skills 
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which, if allowed initiative and free-play, can 
be gainfully harnessed. The central public 
sector power undertakings, the National 
Thermal Power Corporation and the Na¬ 
tional Hydro Power Corporation, in the 
short span of their exi.slencc have shown 
their ability to provide a strong base for the 
rapid development of the national power 
grid which can be the only efficient instru¬ 
ment for generation, transmission and 
distribution of power and can provide a 
reliable power infrastructure for economic 
growth. The alibi that domestic lesourccs are 
not there for planned power pnijects, looked 
at in a proper perspective, is thus a false 
alibi. The maximisation of the import con¬ 
tent of power and other development pro¬ 
jects, if it results in under-utilisation ol 
ninnulacturing capacities and skills in the 
country, only means that the Indian market 
is being opened up for dumping of plant, 
equipment and services by foreign suppliers. 

AI.SO to be noted in this context is that the 
BMhL. management, put in a difficult posi¬ 
tion, has proposed that BHFI. too should 
be allowed to offer supplies of its products 
on credit and the finance ministry and the 
banking system should make the necessary 
arrangcmeiit.s for the purpose. In a desperate 
bid to counter unfair forctgn competition, 
BHEI, is even toying with the idea of pro¬ 
viding financial packages or leasing ai- 
rangements to buyers of its equipment, in¬ 
cluding state electricity boards. This effort 
merits attention. Hut nothing has been done 
to support it. It was quite revealing of the 
piescnt state of affairs that the minister of 
state for public enterprises, K K Tiwari. who 
pretends to be a great champion of public 
enterprises and defender of BHEI. in par¬ 
ticular had ruefully to declare the other day 
that foreign countries giving aid must have 
a "significant say" on the source from which 
machinery for the aided project would be 
acquired. It is not “practical', he pleaded, 
to ban import of power plant and equipment 
merely in order to safeguard the interests of 
BHEI. which is part of his portfolio as a 
minister. The sell-out in power sector seems 
to be nearly complete. Power is indeed being 
passed into foreign hands. 

acc-Babcck'k Story 

At the same time, at the conference of cen¬ 
tral and state ministers in charge of electri¬ 
city generation, transmission and distribu¬ 
tion, the prime minister sharply criticised the 
performance of Indian public enterprise in 
the power sectoi and went on to propose that; 
the role of private enterprise in the sector 
be enlarged. As has become his wont these 
days when dealing with a variety of pro¬ 
blems. he offered to assemble yet another 
attractive ‘package’ of incentives and con¬ 
cessions for private gain at public expense. 
Vigorous canvassing has been going on dur¬ 
ing the last two years for the entry of private 
enterprise in t^ development of power in¬ 
frastructure reserved under the I9S6 In¬ 


dustrial Policy Resolution for the public 
sector. It has been proposed that private 
companies should form consortia for setting 
up medium and large power generation 
capacities to meet their own captive re¬ 
quirements and feed the surplus, if any, into 
the public power system. The idea has been 
commended on the ground that it would 
overcome to some extent the lags in the 
planned power programme even as, it is 
fondly believed, efficiency and superior 
management of Indian and foreign private 
enterprise come into play. The concept of 
captive power in the private sector which has 
gained ground during the last few years is 
now sought to be enlarged. The power gene¬ 
ration capacities to be set up by private con¬ 
sortia have been proposed to be set up en¬ 
tirely by imported equipment financed by a 
variety of foreign credits. But there is 
nothing worthwhile yet to show on the part 
of private enterpri.se in the power .sector. 
Except for costly generation of captive 
power by some private business units which 
continue also to rely on the public sector 
power grid, the consortia approach for 
generation and distribution of power on a 
scale which is economic has not been at¬ 
tempted by Indian private oiterprise. Foreign 
participation in the power development pro¬ 
gramme, side by side, has been confined to 
supply of power plants for public sector pro¬ 
jects and their turnkey erection on highly 
favourable terms. 

Touching in this context is the hectic effort 
being made to salvage the private sector 
power equipment company, ACC Babcock, 
which has turned sick and has initiated 
liquidation proceedings. The anxiety in 
many quarters over the jobs of workers, 
about 7,000 of them, is understandable. But 
the fact, freely admitted by those who know, 
including one who has served on the com¬ 
pany’s board of directors, is that its high cost 

Industrial Sickness: 

BY all accounts, the sick industry problem 
in India has become grave enough to war¬ 
rant a special legislation (Sick Industrial 
Companies (special provisions) Act, 1985) 
and a new institutional set-up for its enforce¬ 
ment namely, the Board for Industrial and 
Financial Reconstruction (BIFR) and an ap¬ 
pellate authority that is quasHudicial in 
nature. This in fact is a sequel to the recom¬ 
mendations of the Tiwari Committee of 
1984. Given the current context of accele¬ 
rating liberalisation, the problem of corpo¬ 
rate mortality assumes special significance. 

The sick industry problem in India has 
differed from that of developed countries in 
one distinct way in that it has arisen due to 
factors that are internal to the economy and 
not on account of competitive imports. It 
is important lo note that entry and exit into 
industries in India is closely regulated by the 
state. Hence, the state has come to play the 
central role in reconstruction efforts tegv- 


management and its foreign collaborators 
have not cared to upgrade the technical base 
of the company. The upshot is that the com¬ 
pany is unable to withsund competition in 
a market which is being foreclosed on an 
increasing scale by credit-financed foreign 
supplies of power equipment. But the funny 
part is that BHEL is being vociferously ac¬ 
cused in government quarters of driving the 
TATA-UK company into sickness by its 
superior competitive power which prevents 
orders being placed on the private sector 
company. Minister of state for commerce, 
P R Dasmunshi. has gone so far as publicly 
to declare that BHEI. should not “corner’’ 
all orders for power equipment placed on 
Indian companies. Ironically, he made this 
demand when he was waxing eloquent of the 
virtue of competition for public cnierpri.se 
and applauding the superior efficiency of 
private enterprise. Missing in the flurry of 
activity over a ’package’ for revival of ACC- 
Babcock is any consideration of the destruc¬ 
tive impact of dumping of power equipment 
by foreign suppliers which had driven the 
private sector company to liquidation and 
is driving BHEL in the public .sector to 
sickncs.s. .\ false orientation has indeed been 
given to power planning with invitations to 
foreign agencies to undertake turnkey con¬ 
struction of projects and to private enter¬ 
prise to enter the arena. These invitations 
would have been in order only if private 
enterprise in the manufacture of power plant 
and equipment and public sector agencies, 
which are geared to play the principal role 
in power programme and its implementa¬ 
tion, are brought together to give optimal 
results. But this is not how the role of private 
enterprise in power programme has been 
projected. It has been looked upon as a 
substitute for a concerted and meaningful 
ctfort to develop the power infrastructure 
and derive optimal returns from it. 

Some Critical Issues 

ding sick units. The compulsion here is of 
course related to the genesis and nature of 
the problem itself. Starting with the textile 
industry in Maharashtra during the fifties, 
ailing ctnporate health became acute amongst 
enterprises in West Bengal, specially those 
belonging to engineerii^ industry after the 
mid-sixties. This industry-wide and region- 
specific nature of the problem made it im¬ 
perative for the state to take the initiative in 
reconstruction specially given the employ¬ 
ment aspects and its political dimensions. 
In recent times, sickness appears to be 
spreading, to other industries and other 
regions as well. 

One could argue that the current policy 
response is typical of the Indian state’s pfo- 
neness to seek administrative solutions to 
economic problems. Besides, it is an implicit 
admission of the failure of the existing policy 
framework and institutional set-up for re¬ 
construction in the country. This is apparem 
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Table : Features of Sick Untis 


SI Item 

No 

(D- (2) 

Average 

(3) 

Standard 

Deviation 

<4) 

Coefficient of 
Variation 

0) 

1 Age (years) 

39.20 

2.S.16 

0.64 

2 Net sales (Rs crore) 

14.14 

14.77 

1.04 

3 Debt to equity ratio 

8.30 

8.40 

1.01 

4 Net worth equity ratio 

-4,39 

4 79 

- 1.17 


Note ; Data refers to 113 units with sales over and above Rs 5 crorc; for about Mrd of these 
companies, figures relate to 1984. 

Source. Computed on the basis of "Key Financial Data on Larger Busine.ss Units”, CMIE, May 
and November 1986. 


when we scrutinise the functioning of the In¬ 
dustrial Reconstruction Corporation of 
India (IRCl) which has been the nodal agency 
for reconstruction efforts so far. Interestingly, 
IRCl itself has been converted into a full- 
fledged statutory corporation in 1983-84 and 
is now called Industrial Reconstruction 
Bank of India (IRBl). Subsequently, the Act 
did not perceive IRBl as the nodal agency 
for reconstruction efforts in the country. 
Hence this new dispensation of BIFR and 
an appellate authority. 

One ol the important provisions of the 
Act is the shift ing of onus of reporting/de¬ 
tection of sickness from the financiers to the 
management. This reform has been long 
overdue as the varidus studies so far have 
shiiwn managerial default/mismanagement 
as the singic-mo.st important cause of 
sickness in industry. From now on when a 
company becomes sick, the board of direc¬ 
tors shall report the matter to BIFR within 
60 days of the finalisation of the audited ac¬ 
counts. BIFR in turn may ask one of the 
financiers to investigate and submit a report 
within 60 days. Meanwhile, BIFR shall also 
nominate one or more special directors on 
the sick company's Board. BIFR ba.ses its 
further decisions regarding Ihe unit on this 
enquiry report. 

Besides, when accumulated losses have 
eroded SO per cent of the peak net worth 
during the preceding five years, the matter 
has to be reported to BIFR within 60 days 
Of the llnaiisation of audited accounts. More 
importantly, this has to be disclosed at a 
general meeting of the shareholders and the 
incumbent management could be voted out 
by the shareholders through an ordinary 
resolution. Non-compliance of these repor¬ 
ting requirements is a cognisable offence. 

One major shortcoming of the approach 
is the lack of attention and detail shown 
towards the data-base of the problem. Since 
1976 RBI has been publishing (report on 
currency and finance) the outstanding back 
credit in medium and large sick units in the 
country; this is available industry-wise and 
state-wise. Like other statistics, its aggregate 
nature hides much more than it reveals. For 
example, we have no idea about the age^ 
financial fram^ size-distribution, ownership 
pattern, product-mix, cost structur^ 
organisational make-up, performance in¬ 


dicators, etc, of these sick units. These are 
crucial parameters for the formulation of 
reconstruction strategies. Besides, the 
industry-wise classification followed now is 
far from precise and hence of little value. 
Adoption of the National Industrial Classi¬ 
fication (NIC) is essential as it would enable 
us to view the sickness problem against the 
broad trends in the industry. Above all, ii 
would help us in pinpointing the reasons for 
sickness in terms of firm-specific ones or 
industry-wide ones. 

The need also exists for the pooling 
together of the sick portfolios of other 
financial institutions—All India and state- 
level—so as to arrive at a compreheasive pic¬ 
ture of the problem in the economy. In any 
case, an estimate of non-performing credit 
is a crucial input for the banking sector. 

One could also make a case for the pub¬ 
lishing of the reports of the enquiry com¬ 
mittees that precede management take-over 
of ailing enterprises under IDR Act. Thus, 
one could argue that the ineffectiveness of 
the reconstruction framework also lay in the 
inadequate data-base itself. 

The other weakness stems from the 
reliance on audited statement of accounts. 
It is well known that firms become .secretive 
and erratic regarding submission of state¬ 
ments and finalisation of accounts once 
operations turn unfavourable. Hence, the 
judgment of the unit's financiers is bound 
to play a crucial role. Despite these limita¬ 
tions, it is important to look at the practical 
implications of the new dispensation, now 
that BIFK has started its operations. 

If we look at the CMIE data for large- 
sized units, we Find a total of 1$ such sick 
units. Textiles (25 per cent), sugar (16 per 
cent), jute (10 per cent), paper (6 per cent), 
castings and forgings (6 per cent) are the in¬ 
dustries that make the bulk of the sick firms. 
In terms of states, Maharashtra (28 per cent). 
West Bengal (19 per cent), Gujarat (14 per 
cent) and Uttar Pradesh (6 per cent), ac¬ 
counted for most of these units. These trends 
are in line with the received theory about 
sickness in Indian industries, viz, its pre¬ 
dominance in older^mature industFies and 
in states that underwent industrialisation 
first. When we look into the ownership of 


these companies, it reads like a who’s who 
of the large business houses in India. The 
other salient features of these units arc 
shown in the table. U seems that sick fit ms 
are typically old units with high reliance on 
borrowings on account of lower produc¬ 
tive/sales efficiency. 

The most positive feature of the new ap¬ 
proach perhaps, is the establishment of a 
central agency to co-ordinate re-construction 
efforts. The wide ranging powers accorded 
to BIFR and the Appellate authority would 
go a long wav, in mending the recalcitrant 
ways of the agencies involved, a feature so 
common in the past. The other important 
provision of the .Act relates to the conse¬ 
quences of mismanaging of company. If it 
is established that sickness is on account of 
mismanagement the promoters would be re¬ 
quired to repay the money involved to the 
company. BIFR will al.so debar the person 
or the company associated with him from 
receiving any financial assistance for a 
period of ten years. The tricky part here 
of course is to establish the fact of 
mismanagement. 

More important, however, is going to be 
BlFR’s approach to revival. Going by past 
evidence, it appears that amalgamation, sale, 
and winding up are likely to be the alter¬ 
natives foi most of the sick companies. 
Which takes us to one of the important pro¬ 
visions of the Act, viz, non-application of 
MKri' provisions in eases of mergers. In the 
past, even while MRI'P provisions applied, 
large business houses had used the merger 
scheme as a means to reap huge tax bonan¬ 
zas. Now that the MRTP irritants are com¬ 
pletely removed, wc could expect a rise in 
overall concentration in the Indian corporate 
sector. While it is true that this process has 
been under way earlier, the new dispen.sa- 
tion would certainly provide a fillip. In par¬ 
ticular, firms have used the strategy of take¬ 
over of sick units to overcome constraints 
imposed by industrial licensing. 

Finally, all alternatives except the forma¬ 
tion of a workers co-operative would run 
counter to the intere.sts of the wot king class. 
Here again, active political backing is essen¬ 
tial for the success of wig-kers co-operatives. 
Some efforts in this direction are under way 
in West Bengal and Maharashtra. Given the 
above considerations, the functioiung of the 
new dispensation to tackle industrial sick¬ 
ness would be watched with great interest. 


When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 


361 



February 28. 1987 


ECONOMIC AND POLITICAL WEEKLY 


ANDHRA PRADESH 

^Missing*: Telugu Desam Style 

K Balagopal 


A DOCUMENTARY on post-AUende Chile; 
made by an Australian producer, tells a 
gruesome tale of ‘missing’ persons. About 
2,300 liftist opponents of the regime have 
been ‘missing’ in that country, and this tale 
is about two of them, one a leader of a 
teachers’ organisation. The events that 
follow their ‘disappearance’ have a bizarrery 
familiar ring. The friends and comrades of 
the ‘missing’ persons accuse the government 
of having picked them up and done away 
with them. The government at first denies 
the fact. The teacher’s colleagues hold a pro¬ 
test meeting at his college, at which his 
teenaged son makes a speech; he warns them 
that they must do something before his 
father b^omes one more corpse floating 
anonymously down the river. A few days 
later, a couple of dead bodies are discovered 
floating down the river. They are identifled 
as those of the two missing men. The demo¬ 
cratic-minded public rises in protest. led by 
a church-based human rights group. Predic¬ 
tably, government-sponsored righteous 
Christians demonstrate outside the church, 
accusing the priests of preaching com¬ 
munism in the name of human rights. The 
priest is at that time actually telling the con¬ 
gregation inside that atrocities like beating 
up demonstrators, nightly raids on poor 
slum dwdlers, etc, cannot be accepted silently. 
The government for its part goes on air with 
the statement that unnamed international 
terrorists or revolutionaries or whatever; who 
cannot forgive failure, must have killed these 
men for having failed to make a revolution 
in Chile; and that all this ndse about human 
rights is merely an attempt to kill a second 
bird with the same stone by putting the 
blame for their crime on the Chilean govern¬ 
ment. The denouement— the government 
bowing to the pressure of public opinion and 
accepting its crime—is untypied of such 
situations and testifles more to the strength 
of the democratic opposition in Chile than 
to anything paradigmatically inherent to 
state terrorism as such. 

What is remarkable is how events, ideas 
and abuses repeat themselves thousands of 
miles away. While the phenomenon des¬ 
cribed as ‘missing’ has been made famous 
by the police and military establishments of 
the South American dictatorships, there is 
nothing specifically Latin about it. except to 
the extent that quantity makes a difference 
to quality and conscious intention lends 
significance to both. Making people ‘dis¬ 
appear’ is one of the univer^ methods 
employed in maintaining law and order, safe¬ 


guarding national security and protecting 
public peace. When the police or other 
security forces kill some one, it is always a 
matter of choice whether they describe the 
killing as something palatable to law and 
morality or pretend that they have never seen 
the victim and that he has just vanished. But 
when making people ‘disappear’ becomes a 
conscious strategy pursu^ by the state to 
eliminate political opponents, it becomes 
significant. Death is death, but there is some 
thing specially chilling about an unrecorded 
and unacknowledged killing. An announce¬ 
ment of a death in (say) an Vmcounter’; a 
date, a time and a place of killing; a story- 
even a fabricated one—of the clash; and an 
enquiry—even an eyewash—into the event, 
offers some sense of security, even if it makes 
no real difference to the dead body. But 
when people Just disappear and turn into 
unidentified corpses discovered on a river 
bank or a railway track—or worse still vanish 
for good without leaving a trace behind— 
then that is a qualitatively different situation 
altogether. 

Andhra Pradesh has been famous for 
‘encounters’ for more than a decade and a 
half. About 430 political activists were killed 
upto 1977; after a gap of three years, the ‘en¬ 
counters’. picked up again after 1980, con¬ 
tinued after NTR came to power in 1983, 
and increased in frequency by a maiked 
jump after his re-election in 1983. 53 
political activists have been killed in this 
state in ‘encounters’ starting with January 
1983, and there is no sign of a let-up in the 
near future. In each case, there is first an 
announcement of an armed Encounter’ bet¬ 
ween the victim and the police, followed 
sometimes by vivid stories of the alleged in¬ 
cident: then there follows an inquest and a 
magisterial enquiry, by a tahsildar or hi^er 
revenue official; the press is full of 
statements and counter-statements, allega¬ 
tions and investigations, by the victim’s com¬ 
rades, journalists, the government and civil 
liberties organisations; and as a fmale; a cash 
award is given to the breve police officer who 
has committed the murder. In summary, kill¬ 
ing someone in an ‘encounter’ is not all that 
simple and straightforward. In a given com¬ 
bination of circumstances it can even turn 
into a headache for the government, as 
happened for instance after the lifting of the 
Er^ency, when the govemmem was forced 
to institute a judicial enquiry into ‘en¬ 
counter’ killings. 

This realisation appears to have dawned 
on the AP police in recent times; and the 


more the press and dvil liberties organisa¬ 
tions raise a hue and cry.diout ^encounter’ 
killings, the more the police have been temp¬ 
ted to ^scover new aaqrs of getting rid of 
naxalite activists. And making people just 
‘disappear’ is the easiest alternative. What 
began seemingly casually in December 1984 
has now started revealing the contours of a 
strategy. There have been al least six cases 
of naxjilite activists being picked up by the 
police and either jdst disappearing or turn¬ 
ing up as dead bodies, seemingly victims of 
’acci^nts’. How many more have already 
suffered this fate is not known—indeed go¬ 
ing unrecorded is simultaneously the herror 
of the phenomenon of ‘missing’ and its con¬ 
venience for the state. 

On October 12,1986 two persons were pic¬ 
ked up from a lo^ng house in Vijayawada. 
One of them was Dr Prasad, at one time a 
medical practitioner of Rajahmundry who 
had become a full-time activist of a nexalite 
group. The other person is believed to have 
been produced before a magistrate some¬ 
where in Karnataka but Prasad himself has 
definitely disappeared. One rumour is that 
on November 28, he was shot dead at 
Addateegala in the East Godavari forest; but 
the police have not announced an ^encounter’. 
Instead they have just been denying that they 
ever arrested him. And just as the news of 
his ‘disappearance’ was making the rounds 
in the state, two unidentified and unclaimed 
dead bodies turned up in Karimnagar dis¬ 
trict one day, floating down the Kakatiya 
canal of the Sriram.sagar project on the 
Godavari, lb this day the identity of the 
dead bodies remains to be established, and 
whether one of them could be the ‘missing’ 
doctor of Rajahmundry remains a possibility. 

They could have been two others also: 
Benjamin and Sukhjeevan Reddy, radical ac¬ 
tivists of Hyderabad, were picked up in 
November 1983 on the outskirts of the city. 
For about six months after the arrest the 
police unofficially acknowledged thdr arrest, 
that is to say admitted to their friends and 
relatives that the two young men were wijh 
them, though to a habeas corpus petition in 
the High Court they replied that they had 
never arrested them. But some time around 
the middle of 1986 the police began to deny 
any knowledge of the arrest even in private, 
lb this day the two young men have not been 
seen, and it is highly unlikely that they are 
still alive and in detention in some lock-up 
a year and a half after their arrest. 

Some instances, however, are clearer; one 
was Sheikh Imam, an activist from a poi^ 
Muslim family of Warangal. He was ar¬ 
rested, tortured to death and the dead body 
was thrown under an apress train on 
April 22. 1986. The next day the police 
‘itiscoveied’ the dead body, conducted an in¬ 
quest and announced that an extremist car- 
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rying explosives and arms had slipped and 
fallen under the train, trying to board it in 
a hurry. This young man has actually been 
hunted for by the police of Mahbubabad 
taluk for at least two years, and they had 
repeatedly threatened in the presence of 
witnesses that they would kill him if they 
found him. A less categorical case is that of 
Yikaiah, a hatijui youth, again of Wuangal. 
He was a student of a technical institute in 
the town, and was staying at one of the 
Social Welfare department’s hostels for 
students of the sch^uled castes and tribes. 
These hostels, suspected of being ‘hotbeds 
of extremism', in the language of the police, 
are r^ulariy subjected to nightly raids by the 
police all over the north Thiangana districts, 
especially Wirangal and Karimnagar. ihkaiah 
was picked up on November 17, 1985, was 
known to have been kept in a police station 
in Warangal for some days, and then just 
vanished. For some time there was a rumour 
that an anonymous dead body was burnt by 
the police near a hillcKk to the south of the 
town, and the dead body could have been 
Yakaiah's, but the police have vehemently 
denied it and there is no way of proving 
anything. 

Tb continue with the analogy of Chile, 
when there was a protest against the abduc¬ 
tion and ‘disappearance’ of Dr Prasad, what 
the police did was to first of all deny the 
arrest, and then take vengeance against the 
protestors by arresting S S C Bose, a civil 
rights lawyer of Vijayawada, twice within the 
space of one month, and that too under the 
Tirrorist and Disruptive Activities (Preven¬ 
tion) Act. The first time he was charged with 
inciting hatred against the state by pub¬ 
lishing leaflets against police atrocities, and 
the second time the accusation was that he 
had tried to coerce the state by conspiring 
to set on fire a bus of the Road TVansport 
Corporation. The charges owe their peculi¬ 
arity, of course, to the fact that to bring a 
charge under the Ibrrorist Act, it is necessary 
to allege that the crime—whichever it is— 
was committed with a view of coercing the 
state or creating-enmity between two com¬ 
munities. While it is the latter of the two 
predicates that has been mainly operative in 
Punjab, for which the Act was purportedly 
made; the rulers of Andhra realised quite 
soon (as far back as October 1985, in fact) 
that the former gives them a golden chance 
to put inside all manner of inconvenient 
people under the Iktrorist Act. 1 am not 
aware how blithely the Act is being used in 
Punjab, but its use in AP, if properly 
documented, is bound to beat all records for 
arbitrariness in the implementation of laws 
whid) ate arbitrary to begin with. Certainly, 
one has not heard of lawyers who do the 
vakaalat of Khalistan Ktivifts, or those who 
work for dvil liberties, being held under the 
Ibrrorist Act in Punjab, but in Andhra that 
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is happening left and right. 

lb get back to our theme, there is strong 
reason to believe that making people 'disap¬ 
pear' is not a casual phenomenon but a con¬ 
scious strategy being pursued by the police 
in the face of rising protest against more 
conventional police methods of getting rid 
of people. For the method is being employed 
also against ordinary criminal suspects; ex¬ 
act numbers, dates, names and places ate 
difficult to give—that is precisely the main 
intention in pursuing this strategy—but there 
are frequent allegations in the press by kith 
and kin of ordinary criminal su.spects that 
so-and-so has been picked up by the police 
and has ‘disappeared’. Some times the 


allegation turns out to be a false alarm, or 
else i( has the hoped-for effect of forcing the 
police to produce the person in court. But 
there have been a few cases where the allega¬ 
tion has remained ominously suspended in 
the air. 

Perhaps it proves—if it proves anything 
at ait—that the mote we succeed in exposing 
state terrorism, the more devious forms it 
adopts; and then the more difficult it be¬ 
comes to fight it. One can either draw a 
pc.ssimistic moral or a lesson of caution from 
this, and it is by no means a matter of in¬ 
difference which of the two one chooses to 
draw. 


Women and the Burden of Child Health 

Vimai Balaaubrahmanyan 


AT a workshop during a recent convention 
in Hyderabad on ‘Healthcare as if People 
Mattered’ one participant narrated how she 
and a group of high school students tried 
10 impart knowledge about oral rehydration 
therapy (ORT) to low income and poor 
women. One response they encountered was 
very significant. 

Some mothers felt that compared to giv¬ 
ing a go// for diarrhoea, ORT seemed time- 
consuming and created even more child care 
responsibility for an overworked mother. 
The buying of a drug could be delegated to 
any member of the family, even a young 
child, while careful and periothc preparation 
of the OR solution has to be done by the 
mother only; a drug needs to be given only 
once or twice, unlike ORT which has to be 
done round the clock. ORT requires the con¬ 
tinued presence and concentrated attention 
of the mother which is not possible if she 
is engaged in wage labour, particularly in the 
unorganised sector; and even if she a house¬ 
wife, it makes further demands of her lime 
and energy in an already overburdened 
schedule 

This is not to deny the importance and 
efficacy ot ORT. But the demands which 
ORT makes of mothers has to be acknow¬ 
ledged, particularly as ORT is most needed 
by the poorest who are working for survival. 

This perception of ORT by the overwork¬ 
ed mother is just the sort of thing which 
could be taken advantage of by the drug in¬ 
dustry to push irrational and harmful anti- 
diarrhoeal drugs. Those who talk of ORT 
as the miracle solution to diarrhoea deaths 
never mention that if a poor woman is to 
administer ORT to a sick baby, she can do 
so only if she has a right to paid leave of 
absence from her work, and if her domestic 
responsibilities are shared by other members 


of the family. 

Since the early 80s, with UNICEF having 
adopted ‘child survival* as its slogan, child 
health strategics are being promoted based 
on the concept of children's rights and 
mother's duties; that mothers need to be 
‘empowered’ with knowledge; once em¬ 
powered, it is up to them to carry out the 
child health programme; and if they do not, 
because they cannot, they will have only 
themselves to blame for not preventing death 
and disease in their babies. 

Tike breast-feeding for example. This 
November it was announced that the govern¬ 
ment would ban all baby food advertise¬ 
ments in the media as part of its breast¬ 
feeding promotion programme Which is ex¬ 
cellent, but why is there no mention of 
legislation and social welfare provisions to 
make breast-feeding u feasible option for 
working mothers? Neither in 1981 when the 
WHO/UNICEF Code on Breast-feeding 
was adopted, nor now, five years later, has 
the gqvernrncnt uttered one word about this 
women's dimension to the breast-feeding 
issue. 

UNlCEFs child survival strategics, en¬ 
visaged as 'GOBI' (i e. Growth monitoring. 
Oral rehydration. Breast-feeding, and Im¬ 
munisation) seem to assume that all these 
years babies have been dying needlessly 
because of the ignorance of mothers regar¬ 
ding these four aspects of child care. Once 
‘taught’, these women (who are apparently 
assumed to have limitless energy and all the 
time in the world) are simply waiting to be 
motnlised for Operation Child Survival. 
Those who talk big about child health at 
seminars and international conferences don't 
give more than a passing thought to the 
reality of women’s lives even though they 
expect that all these child health program 
mes should be carried out by mothers. 
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Studies have shown that various societal 
constraints, inaccessibility of health dinics, 
inconvenient clinic timings and indifference 
or just absence of health personnel have 
res^ted in low immunisation levels even 
when mothers have been aware of the need 
for it. And yet, those who draw up plans for 
implementing child survival talk only of 
‘educating mothers’ and do not even seem 
to be aware of the existence of the actual 
constraints. Committees which make poiides 
on child survival have no representation 
from adivist and autonomous women's 
groups who would be able to insist that the 
women's dimension be incorporated into 
these programmes at the very beginnig. 

It is vital therefore for the women-and- 
health movement to include child health as 
an issue on its agenda for action, to take a 
clear ideological stand on this issue and to 
demand a say in both policy-making and im¬ 
plementation. For example, it should be 
demanded that paid leave for coping with 
child care and childhood illness should be 
mandatory and applicable to all sectors. And 
this demand should be acknowledged as part 
of the child survival programme and not 
brushed aside as something to do with 
labour policy and nothing to do with the 
health or social welfare ministries. In fad 
the IliO itself has acknowledged this dimen¬ 
sion and has drawn up norms for workers, 
both male and female, with ‘family respon¬ 
sibilities’, and these include the right to leave 
as well as the option of flexible work 
timings, etc, so as to be able to combine paid 
labour with domestic responsibilities. 

Interestingly, it is not as though UNICEF 
is not aware of the neglected women’s 
dimension to child health. It is just that it 
suits governmental health authorities to 
pretend that it doesn’t exist. The 1985 
UNICEF “Report on the State of the 
World’s Children’’ acknowledges it most 
handsomely when it says: 

So many mothers in poor communities are 
already so overburdened by work, and so un¬ 
supported by male-dominated societies, that 
they have little time and erieigy left to put 
into action the child prot^ion strategies 
which might now be placed at their disposal. 

Almost without exception, low-cost 
strategies for promoting the health and 
growth of children demand more of mothers. 
Longer breast-feedipg consumes time and 
energy; oral rehydM^n therapy demands 
time and patience t^lx up a fn^ solution 
each morning and administer it slowly several 
times a day to a sick child; preventing 
malnutrition will mean taking a child to be 
weighed each month and spending more time 
in the preparation of four or five feeds a day 
which are necessary for safer weaning; and 
making sure a child is immunised means 
repeated trips to health clinics and vaccina¬ 
tion posts. %t many of the women of the 
poorest communities in the developina woHd 
are already working 12 to 16 hours a day. 


If mothers in poor communities are to put 
into practice the stratqies now available for 
protecting the lives and growth of their 
children, then they will need more than just 
information—they need practical support 
from their men, their communities, their 
leaders and their governmenu. 

Progress in women’s rights is possibly the 
most important of all advances for improving 
the lives of women themselves, and for sup¬ 
porting mothers in the task of using the new 
techniques to bring about a revolution in 
child survival. 

The child health campaigns have more or 
less coincided with the latter half of the 
women’s decade, but with understandably 
little enthusiasm from the activist women’s 
movement since these campaigns have con¬ 
sistently failed to incorporate the women’s 


perspective. However, it is necessary now to 
take a more p’oshive stand. The women’s 
perspective on child survival will never be 
integrated into the strat^y unless the 
women-and-health movement demands it. 
Mothers do want to see their babies grow 
and live in good health. But they can take 
action on this only if there is a shift in 
emphasis from babies’ rights to mothers’ 
rights. This shift will not come on the in¬ 
itiative of the government. It can only crane 
from the moves made by those who are 
active on the issues of women’s rights. 

[This article is based on information compiled 
by the author in a Background Paper, ‘Milk of 
Contention: Of Working Mothers and 
Breast-feeding’, under publication by BUILD 
Documentation Centre, Bombay.] 


Mother’s Dimension 


Often it is asserted that in the tradi¬ 
tional rural work situation women could 
keep their babies near them and therrt>y 
breast-feed adequately. However, the 
conditions of the poorest landless classes 
are such that even this informal arrange¬ 
ment may not be possible always. Sheila 
Zurbrigg draws attention to this factor 
when she says that an important reason 
leading to childhood malnutrition in 
rural areas of south India has been the 
“absence of the mother from the home 
during the dr^’’. As a result, young babies 
are fed infrequently and this includes 
breast-feeding as-well as supplemental 
feeding (‘‘Rakku’s Story’’, 1984). Sheila 
Zurbrigg stresses that it is not simply that 
women are working, but rather, the 
severely exploitative conditions under 
which they labour: 

The working mother usually reiunu to 
the daily field work within a month or 
so of giving birth and is henceforth 
separated from her infant almost the 
entire day. Indeed, if it happens to be the 
harvest season, labouring women will feel 
compelled to return to the fields within 
a week or so of chftdbirth. Sometimes it 
is possible for a mother to take her young 
infant to the flelds if there is a tree close 
by where she can tie a small hammock 
for the child. But this is an exception. 
More often an elder child may be ^le to 
bring a yraing infant to its motlrer for 
nursing but even this is too infrequent for 
adequate breast-feeding, especially if the 
fields are a kilometre or more away. 
The above aspect has been stressed 
again in a critique of nutrition pro- 
granunes which fail to undrastand the 
owrall social situation of mothen: 

Rigid prescription on the timing of 
supplementation and the pattern of 
breast-feeding are not helpful to mothers 


faced with an insanitary environment and 
a shortage of time; fuel and cash. WHO, 
UNICEF and other international agen¬ 
cies vigorously premote the ‘breast is 
best’ message assuming that women’s 
work is compatible with breast-feeding 
and that suckling missed in the day can 
be made up at night. There is a great 
danger that this emphasis will put the 
burden for survival on women and 
divert attention from the need to im¬ 
prove sanitation and water supplies, 
income and domestic technology before 
women can wean more of their children 
successfully. Safe, local, cheap, con¬ 
venient alternatives to a breast-feed would 
enable women to combine breast-milk 
and supplements in the best way to 
meet nutritional and work needs. 
(‘Important Issues for Feminist Nutrition 
Research’ by Gill Gordon, IDS Bulletin, 
January 19M.) 

As Dana Raphael puts it: 

Most of the world’s women accom¬ 
modate their feeding and child-rearing 
practices to major social and techno¬ 
logical changes affecting their lives. They 
follow their own wisdom despite western 
romanticism and sentimen^ity about 
breast-feeding and an international 
campaign to reinforce an idea that a 
mother has an obligatipn to breast-feed. 
Women who migrate to towns and cities, 
leaving caring kin behind, and those who 
must work outside the home to keep body 
and soul together, adjust their customary 
obligations to meet the stresses of their 
new lifestyles. Alone; many are forced to 
redefine their roles and change their 
mothering behaviour, simply to survive. 
Breast-feeding, an acutely sensitive 
human ftinction, often becomes an early 
casualty. (The Anthropology of Breast¬ 
feeding Behaviour’, The Lactation 
Review, Vot VI, No 1, 1982.) 
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Planning in Retrospect and Prospect 
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This paper is in two parts. Part I looks at the 'Retrospect' aspect of Indian planning, especially our experience 
in the implementation of projects under the plans and seeks to find a partial explanation here for the adverse 
capital-output ratio reported by several scholars. 

Part II, on the 'prospects’ of Indian planning, ventures in Section A some suggestions on the required restructuring 
of the Planning Commission, and in Section B mentions the kind of issues that such a Planning Commission 
will need to address in the remaining years of this century. 


I 

Retroopect 

PERHAPS the best known fact about 
Indian planning is that plan targets are often 
not met, and that projects are rarely com¬ 
pleted on time. 

This increasing inefficiency has been cap¬ 
tured by economists in the adverse move¬ 
ment of the capital-output ratio. Using the 
National Accounts statistics, V K R V Rao 
has calculated that the average capital output 
ratio, which was 2.46 in 19SI-S2, rose to 4.S8 
in 1979-80. In terms of five-yearly averages, 
this ratio rose from 2.5 in 1950-54 to 4.20 
in 1975-79.' Others have also documen¬ 
ted this increasing inefficiency—for ex¬ 
ample. I' R Brahmananda, M R Bhagavan, 
V P Chitale and B N Uoldar.^ 

Brahmananda, in a wide-ranging analysis 
of productivity from national accounts data 
for the benchmark years 1950-51, 1960-61, 
1970-71 and 1980-81, has documented the 
secular decline in productivity (or the 
adverse movement in the capital-output 
ratio) in all the major sectors of the 
economy. M R Bhagavan's work implies an 
adverse capital-output ratio in the capital 
goods sector after 1965-66. Chitale, building 
upon these works, has also contributed a few 
case studies in which the overall gloom is 
relieved by marginal improvements in the 
early eighties in some industries, e g, 
fertilisers and sugar. 

This paper looks at the problem of this 
increasing ineffidency from a management 
viewpoint, i e, once selected, how are pro¬ 
jects under the plan implemented? This is 
not a new issue. There have been several 
explanations for the adverse capital-output 
ratio in the literature. The inefficiency shown 
as the increase in capital-output ratio at 
aggregate levels has been explored here in 
terms of investments made at the project 
level, where the capital-output ratio may be 
expected to have an engineering and more 
specific meaning. And the cost and time 
escalations provide a partial explanation of 
the increasing inefficiency reflected in the 
adverse movement of the capital-output 
ratia (sec tables I and 2 for some data on 
power projects.) Even here;'since the projects 
are not identical and several technologies 
and scales coexist, there is some fuzziness 
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in the concept. Yet, the exercise, we feel, is 
worthwhile. 

Delays in project implementation and 
escalations in costs seem to have become the 
norm rather than the exception in India. The 
Annual Report of the Ministry of Pro¬ 
gramme Implementation (which has nothing 
to do with the Planning Commission) reveals 
that of 62 coal projects (worth Rs 7,700 
crore) being implemented, 30 have suffered 
cost and time escalation, as shown in tabic 3. 

Such delays are only one side of the story. 
The other side, for which hard data 4s not 
readily available, relates to the long-term 
costs—depietion of natural resources, 
deforestation, ecological damage, sub¬ 
mersion of villages, displacement of people, 
decline of the traditional economy and 
mounting unemployment, and so on. Most 
of these are excluded from the project cost. 
Additionally, the technical analysis and hard 
cost projections are seldom done adequately. 
These large gaps in project planning, 
naturally, lead to many problems in the 
execution and operation of the projects. 

The project implementation, monitoring 
and evaluation also leave much to be desired. 
Once a project has been selected, the imple¬ 
mentation needs to be efficient with regard 
to time, cost and other resources. Project 
work needs to be broken down into suitable 
components, in stages. Accordingly work 
responsibility needs to be determined and a 
suitable structure and system of managerial 
control established. The project plan, in 
terms of sequencing and time schedule, can 
be prepared in the manner of CPM/PERT 
networks. The latter technique is very useful 
for project implementation and monitoring, 
particularly with the availability of a com¬ 
puter or time-sharing facility. The computer 
offers a quick updating facility and a quick 
check on impending problem-areas and 
solution-alternatives for managerial choice. 

But the problem is even more basic; one 
does not even see a PERT/CPM chart for 
these large projects, although the planning 
commission stipulates that for all projects 
with an investment over Rs 20 crore a PERT 
chart must be submitted prior to getting the 
approval. In most cases the matter ends 
there 

Progress monitoring for physical quantity, 
quality, time; cost, materials, capacity, usage; 
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productivity, etc, can be based on the 
network and the computer. A good manage¬ 
ment information system can be implemen¬ 
ted with the aid of the network technique 
and computer in order to get a quick feed¬ 
back of necessary information at the 
appropriate decision-making points. Plans 
are after all plans and will go wrong, to a 
smaller or larger extent. It is important that 
the project managers quickly respond to 
these deviations or to other changes in the 
assumed factors, so that the project deadline 
can still be met, cost can still be held within 
the budgeted amounts, and the project will 
be on track. In all our states, there is a 
monitoring machinery for projects and pro¬ 
grammes. Unfortunately, the monitoring is 
neither detailed enough (probing enough) 
nor timely. Monitoring should be for two 
purposes; (i) strategic control, and (ii) opera¬ 
tional control. States like Karnataka pride 
themselves on , ir Multilevel Monthly 
Review (MMR) s> ..tin for the staters projects 
and programmes. While the concept is 
laudable, the review seems to take place only 
at the state level. While this may have some 
strategic utility, it has little value for the 
people at the operational level. 

The real and relevant use of the MIS, the 
networks, the computer, and of the manage¬ 
ment monitoring an((' control system is 
absent to a great degree in most major 
projects. 

Besides implementing, monitoring and 
completing the project, it also needs to be 
evaluated. In general, evaluation consists of 
gathering and analysing information about 
the project so as to check its impact (did the 
project achieve its ultimate objectives?) 
effectiveness (did it achieve the predeter¬ 
mined short-term goals?), efficiency (could 
the results be obtained less expensively— 
perhaps by some other alternative project or 
programme?), progress (how is/was the 
project implementation progressing as 
against the plan? were/are resources avail¬ 
able on time, in right place; in right quantity 
and quality? Did/are different activities— 
individual or bunch—produce the expected 
output/result in time; within budgeted costs 
of right qrmntity and quality?) and relevance 
(was the project or a component of the pro¬ 
ject necessary at all? what problem does it 
address itself to? does that problem need to 



be attended to? have we understood the pro¬ 
blem in itc entirety or have we comprehended 
and thus taken into consideration only a part 
of it? 1$ the project relevant to address the 
problem we have defined?). To explain 
further, for an irrigation project ‘impact' 
could be increased in farmers’ income, 
change in their landholding pattern, etc; 
‘effect’ could be the ‘yields per hectare 
of land irrigated’; ‘efnciency’ cound be 
‘irrigated land versus the money expended 
on the project’; and ‘relevanctf would be the 
real relation between (i) the increase in 
farmers’ income, change in landholdings. 


increased per capita gndn production, etc, 
and (ii) the existence of that particular 
irrigation project.’ 

Evaluation is extremely useful as a hind¬ 
sight, future projects and programmes which 
are similar will benefit from this in-depth 
probing of the existing project, it is such 
probing that has made us conscious of the 
high cost, for example, of large dams. 

Ibking an example from the projects in 
the industrial sector: if two aluminium 
manufacturing companies, viz, Indian 
Aluminium and HALCO have already got 
the foreign technology and know-how, why 


should NAIjCO get into another collabora¬ 
tion? Can’t we make use of existing tested 
know-how?^ 

Why is project management not practised 
adequately in our country? Can it be said 
that; 

(i) there is a lack of sufficient appreciation 
of management techniques? 

(ii) there is a lack of sufficient motivation 
to apply the same in cases where there 
is appreciation; or, 

(ili) that (ii) leads to (i) and vice versa. 

There are signs of improvement in 
category (i), if one goes by the number of 
training courses, programmes, and seminars 
organised and attended in our country. 
However, conversion of knowledge into 
action takes time. Moreover, it has not been 
possible to train such a large number of 
officers and executives in our country. 
Organisations that have launched such 
management training in a big way have pro¬ 
gressed significantly in their efforts to use 
the techniques for better results. A number 
of public .sector projects have also been com¬ 
pleted on schedule like Kudremukh Iron Ore. 
NTPC has an out.standing reputation for 
timely implementation of projects. 

However, there are some impediments in 
translating the knowledge into action. There 
arc certain fundamental problems with the 
management of our projects. The public 
sector and governmental projects may be 
considered first; 

(a) There is a lack of realistic national and 
state level plans. We are entering into the 
Seventh Five-Year Plan. What per cent of the 
targets of each sector were achieved in the 
earlier plans? There have been significant 
shortfalls in most of the aaivities mentioned 
in the plans. Less than realistic planning 
leads to improper selection of project port¬ 
folios based on political considerations and 
thin spreading of the available resources over 
so many projects and programmes, resulting 
in none of the projects/programmes getting 
adequate resources. Lack of adequate 
finance and other resource cripples the pro 
jeets; it damages the morale of the executives 
handling the project/programmes and 
derails the economy from the planned path 
of progress. 

In this context the example of Kerala s 
irrigation projects may be mentioned. There 
are 19 ongoing projects which need a 
funding of about Rs 500 crorc. With the 
Seventh Plan outlay placed at Rs 235 crorc, 
it is inevitable that these projects will get 
delayed.’ 

A study conducted on the Malaprabha 
irrigation project (Karnataka) showed that 
for the past three years only SO per cent of 
the requirement of cement or less had been 
allotted to the project; in recent years only 
upio 65 per cent of the finances were 
provided.^ And alt thi.s is compounded by 
much uncertainty, resulting in ineffective 
planning and increasing the scope for 
excu.ses by some of the lax implementing 
officers. 

(b) There are basic problems of organisa¬ 
tional structure. Development requires a 


Tahi r 1: Timp and Cost Ovr.RRUNS or Sovn, TutRsiAi Pow pr Projk rs 


SI Name of Project 

Capacity 

Estimated Cost 

Original 

Anticipated 

No 

(MW) 

(Rs in Lakh) 

Commis- 

Date of 





Moning 

Cotninis- 



Original 

Revised 

Programme 

sioning 

Niirtbcrn Kegion 

1 Panipat St II 

2x110 

7293 

11850 

unit 3 9/82 

4/84 

(unit.s 3 and 4) 




unit 4 3/83 

12/84 

2 Ropa (unit 1) 

2x210 

16800 

32738 

unit 1 5/84 

9/84 





unit 2 11/84 

6/85 

3 Kola (units 1 and 2) 

2x210 

8160 

14304 

unit 1 3/81 

6/82 





unit 2 9/81 

12/82 

4 Kota $1 11 

2x210 

13378 

23000 

unit 3 6/85 

1/86 

(units 3 and 4) 




unit 4 12/85 

7/86 

5 Obra St II (unit 13) 

2x200 

15790 

37600 

unit 13 6/78 

3/82 

6 Paricha 

2x110 

8372 

15000 

unit 1 3/82 

11/82 

(units 1 and 2) 




unit 2 9/82 

6/83 

7 Aiipara 

3x210 

22710 

47120 

unit 1 4/83 

12/83 

(units 1, 2 and 3) 




unit 2 10/83 

6/84 





unit 3 4/84 

12/84 

8 Tanda 

4x110 

15924 

27091 

unit 1 9/83 

7/84 

(units 1, 2, 3 and 4) 




unit 2 4/84 

12/84 





unit 3 10/84 

5/85 





unit 4 3/85 

9/85 

WiesU'rn Region 

9 Keradi St 111 

1x200+ 

11240 

24276 

unit 6 4/81 

3/82 

(units 5, 6 and 7) 

2x210 

(units 5, 

(units 5, 

unit 7 11/81 

9/82 



6 and 7) 

6 and 7) 



10 Bhusawal F.xtn 






(unit 3) 

1x210 

6437 

9602 

7/81 

5/82 

It Chandrapur St I 

2x210 

14003 

246% 

unit I 12/81 

11/82 

(uniti 1 and 2) 




unit 2 2/82 

3/83 

12 Chandrapur St 1 

2x210 

12856 

19000 

unit 3 8/83 

12/84 

(units 3 and 4) 
Southern Region 




unit 4 2/84 

6/85 

13 Raichur 

2x210 

15925 

23948 

unit 1 10/81 

6/84 

(units 1 and 2) 




unit 2 4/83 

12/84 

14 Mettur 

2x210 

18970 

21670 

unit 1 10/85 

1985-86 

(units 1 and 2) 





1986-87 

15 Neyveli 11 

3x210 

21398 

47958 

unit 1 10/83 

9/84 

Mine cut 




unit 2 4/84 

3/85 

(units 1, 2 and 3) 
Eastern Region 




unit 3 10/84 

9/85 

16 Tatcher St III 

2x110 

3840 

8874 

unit 5 9/78 Commis- 






sioning 






3/82 

(units 5 and 6) 

17 Bandel Extn 




unit 6 6/79 

12/82 

(unit 5) 

1x210 

3331 

8343 

3/78 

9/82 

18 Kolaghat 

3x210 

I15S9 

28205 

unit 1 9/78 

6/83 





unit 2 3/79 

3/84 





unit 3 9/79 

12/84 

19 Durgapur (OPL) 

IxllO 

4842 

7024 

6/79 

9/83 

(unit 5) 

20 Chandrapur Extn 

1x30 

1292, 

2210 

3/83 

7/84 

21 Garo Hills 

2x30 

4320 

not revised 

unit 1 12/87 

1989-90 





unit 2 6/88 

1989-90 


Source: Answers to Parliament questions, taken from Assocham Parliamentary Digest. 
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3.3 million tons of 
additional food grain 

Zuari Agro, with an annual production of 
over 6,00.000 tons of fertilisers, helps to meet the 
food requirements of India's vast population. 
Top-quality fertilisers that lead to increased 
productivity and prosperity. 

Zuari Agro's Jai Kisaan fertilisers help to 
produce 3.3 million tons of additional food 
grains annually. 

Zuari Agro's Jai Kisaan fertilisers—the 
name that farmers trust. The name that is the 
nation's pride. 


Zuari Agro Chemicals Ltd. 

GROWTH FOR A GOLDEN FUTURE 

Jai Kisaan Bhawan, Zuarinagar, Goa 403 726. 
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multipronged attack, i e, a co-ordination 
between different projects and programmes 
such as high yielding variety, irrigation, 
command area development, fertilisers and 
pesticides distribution, credit, farmer's 
education, etc, projects/programmes all have 
to go hand in hand for the desired ultimate 
outputs. However, in reality at the Held level 
each function seems to be pulling in its own 
way without concern for the other. Even 
achieving 100 per cent target in each acti¬ 
vity does not mean anything in terms of 
results unless the activities are properly co¬ 
ordinated; e g, achieving family planning 
targets in terms of number of sterilisations 
or ‘acceptors’ of contraception may do 
nothing to bring down the rate of popula¬ 


tion growth. Irrigation potential created does 
not mean actual irrigation; similar ty, 
enhancement in irrigation does not neces¬ 
sarily mean increased agricultural pro¬ 
duction. Also, this production increase 
again, has to be a long-lasting phenomenon. 
Scheduling multiple interlinked projects is 
the crux of the problem in dcselopment 
administration. This demands a different 
organisational structuring in the admini¬ 
strative machinery in the government, 
perhaps something on the lines of the Col'fee 
Board, Tea Board, and so on.’ 

(c) The point mentioned above dealt with 
suitable restructuring of the organisation so 
that the thrust is in the proper direction. 
Another basic aspect is regarding the tenure 


Tabi r 2: Timf and Cost Ovlrruns oi Somi. Hydro Ki i crRK Proii i is 


SI Project 

Installed 

Commission¬ 

Date of 

Original 

1 atest 

No 

Capacity 

ing Date of 

Commission¬ 

Estimate 

Estiiiialc 


(Number 

First Unit/ 

ing as Now 

(in Rs Cioie) (ii 

1 R^ Ciore) 


and Rating 

I,.a.st Unit on Envisaged of 




in MW) 

the Basis of 

First Unit/' 





Sanctioned 
Project Report 

Last Unit 



1 2 

3 

4 

5 

6 

7 

Nortti<-rn Region 

1 Shanan hxin 

1x50 

78-79 

81 82 

4.72 

14 13 

2 Yamuna St II 

4x30 


82-83 

17.96 

6*: 16 

(Khculri) 



83 84 



3 Muneri Uhali St 1 

3x30 


83-84 

17.78 

68.20 

4 1 akhwar Vyas 1 

(3x100) + 
2x60 

88-89 

91 92 

140.97 

174.80 

5 Maiieri Bliuli St II 

3x52 

89-90 

87-88 

82.63 

182.00 

6 lehri 

4x250 

80-81 

91-92 

197.92 

827..30 

'Wovtern Region 

7 Kadaiia 

2x60 

78-79 

84-85 

24.58 

65.60 





tor 4 units 

foi 2 units 

8 Bhira Tail race 

2x40 

82-83 

85-86 

22.50 

41.50 

9 Tillari 

1x60 

77-78 

84 85 

8.16 

.38.42 

in Pawaiia 

1x10 


85-86 

3.95 

6,50 

11 Ponch 

2x80 

78- 79 

79- 80 

84-85 

28,28 

84.98 

Southern Region 
12 Srisailam St 1 

4x100 

81-82 

82-83 

38.47 

182 25 




83-84 



13 Nagarjunasagar 

2x30 

82-83 

82-83 

18.19 

30 40 

RBC 



83-84 



14 Upper Silcru St 11 

2x60 


85-86 

11.98 

29.(X) 

IS Nagarjuna.sagar 

3x1(10 

84-85 

84-85 

55.78 

72.15 

PSS St 11 


85-86 




16 Srisailam St 11 

3x110 

83-84 

84-85 

.39.38 

49.80 



84-85 

85-86 



17 Kalinadi St 1 

(6x135)+ 

76-77 

units 1. 2. 3 

125.66 

309.00 


2x50 

81-82 

and 4 

(for full 

(for full 




commissioned 

project) 

project) 




84-85 



18 Kalinadi St U 

(4x32)-t 

85-86 

90-91 

205.83 

205.83 


4x25 + 
2x25 

87-88 

92-93 



19 Idamalayar 

2x37.5 

78-79 

83-84 

23.40 

50.00 

20 Kadamparai PSS 

4x100 

78-79 

83-84 

35.12 

113.73 

21 Sarvatar 

1x20 

78-79 

83-84 

8.35 

21.75 

EoHtem Region 

22 Rengali 

2x50 

82-83 

84-85 

57.92 

88.54 

23 Upper Kotab 

3x80 

80-81 

84 85 

53.98 

132.26 

24 Upper Indravati 

4X150 

85-86 

86-87 

208.14 

305.90 


86-87 

87-88 



2S Jaldhaka 

2x4 

78-79' 

82-83 

3.16 

11.14 

26 Koel Karo-,<,'j 

(6xH5)+ 

82-83 

not 

157.04 

391.40 

• 4 iiJ 

1x20 

84-85 

indicated 




Source: Answers, to Parliament questions, taken from Assocham Parltamemarv Difteu. 


of the chief executive of a project. In many 
a public sector organisation and project it 
is not uncommon to find frequent changes 
at the top. This results in luck of consistent 
direction to the project/organisation. 
Moreover, constant adaptations to the dif¬ 
ferent styles of the changing chief executives 
sap organisational energy and waste time. 
This uncertainty and msecuiity is un¬ 
desirable. Most impuruiuiy, what kind of 
a commitment to the project can theic be 
from the top man in such a situation? 

in this context it is woith noting the 
following comments made by the V ti Raja- 
dliya'Ksha Committee on Power:* 

The average tenuic of a chairman in some 
{state eleciiicily] boards is about nine 
momhs t.'hanges of board members can lake 
place depending upon the equations that exist 
between the minister in charge of power, the 
senior officials of the state government and 
the chairman and members of the hoard. In¬ 
creasingly there appeals to be a tendency in 
some slates to poliiitise these appointments. 

(d) There is, not inftcquently, much iiiiervcn- 
tion in the iruynagenicnt ol piojccis. Such 
iiitcrscmion is experienced not only in the 
implementation pait of it but also in tl» 
formulation. Taetors which should not malty 
be extraneous to the ./roieci are also soane- 
times brought into consideration. A project 
also mav go ihriiugh a nunibei of transfor¬ 
mations in 'what It needs to ptoduce ulli- 
niaie’lv' 01 ‘ssho it should cater to in the end’ 
Ol ‘how much output is aimed in the end’ 
Ol ‘what iiu-ans oi inothods arc to be 
employed in prciduciiig the output’. In short, 
thcic inay be iu//iness all the way, trom 
objectives to laigets to piiotitics to input 
sii'iciutc to output structure. Some jusiilv 
this process as a inamfeslatiuii of the 
lucvitublc push and pull of the tighiful 
demands and expectations fiom dtifereni 
sections of citi/cnry of a democratic country. 
While no one would evei dispute the right 
of the people, one cannot also justify the 
constant changes in a piojecl. 

Part of the reason lor these changes also 
lies in the inadequate, rather sketchy type of 
work done during the earlier project formu¬ 
lation stage. Had sufficient research been 
done, sights set and visions cleared, direc¬ 
tions decided and scope filmed up, methods 
and technology evaluated and decided, and 
the ramifications at eveiy stage given 
adequate thought, there would be less 
chances for changes in the fwture. Lack of 
scientific project management right from 
inception gives mote scope for alterations 
through pushes and pulls. On major pro¬ 
jects, it would be reasonable to spend, say 
'/y per cent to I per cent of expected invest¬ 
ment on a proper study. Kegrctably, this has 
not been done in our planning process. 

(c) Project work demands a certain type of 
organisation. Governmental projects retain 
most of the organisational and personnel 
aspects existing in government department^ 
For example, appointments, transfers, pro¬ 
motions, wage administration and other 
rules and procedures are the same as in the 
PWD, and the project management has little 
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say in these matters. In some state power 
boards, the chief engineer of power genera¬ 
tion project had limited authority over the 
management of materials and most of I he 
authority hc.s with the bouid. 1 his hampers 
rapid decision-making and causes avoidable 
delays. In shoit. projects arc, in most cases, 
treated as extensions of the government 
departments, 

(Ij Management of projects also has its share 
o( pioblems due to dishonesty and corrup¬ 
tion. Project work involves a number of 
pi ivate contractors and there is a chance that 
the engineers and the contiactor may co¬ 
operate more than necessary. Producing sub¬ 
standard work, tcporling work when 
actually it is not done, under-quoting 
ifiidtrs, revising them later, making fal.se 
claims and so on arc some of the ways of 
making extra money.'' The effect of all this 
on the technical and financial aspects of the 
pio|cct does not need further elaboration. 
Moic sigiidicanily, ii damages tremendously 
the nioialc of those who intend to do good 
woik. 

I he case of the National Project on 
Hiogas Dcvolopinciit (NPBD) can be cited 
a, .in extiinpif. I'he NPBD sutfered a serious 
setback following gross irregularities in 
vaiioiis slates and union territories. Accord¬ 
ing to the 1984 85 report of the Comptroller 
ami Auditor General, there were irregula- 
nlics 111 various states and union territories. 

1 heic wcie irregularities such as misreport- 
ing ol asliievemciits, faulty selection of 
bcncliciaiics, defective, incomplete and 
iinconimivsiuncd plants, diversion of cement 
and the like ,\s many as 1.1,401 gas plants 
weic repoued in excess in Andhra Pradesh. 
Himachal Pradesh, Maharashtra, Madhya 
Pradesh, Piiniab, liimil Nadu and UP, In 
inosi states, despite availability of funds, 
subsidy was delayed tor between one and 
iliiitv-six months.''' 

riie pi ivate sectoi record is also blemi¬ 
shed {'he Rc.w'rve Bank of India has 
estimated that Ihete are over 90,000 units in 
ihe private scctoi that are 'sick' and that 
these have blocked over Rs 3,000 crore of 
bank money 

I lowevei, the piojects and programmes in 
the public sector ate germinal or funda¬ 
mental III nature and are to serve as nucieii 

Tvnii 3: Cost and Tisir Es< AI 

(I) Mooiiidili (Bihar) Coal Mine Project of 

Bli.irui Coking i oal lid (BCCI) 


(2) ChinakuM (West Bengal) C.'oal Mine 
piojeel ol lastern Coalfields I id (HCl.) 

(3) Javani tspansion 
tNorthern Coalfields lid) 

(4) Rajainahal projects (tCL) 

(5) Bisrainpiir piojeci ol 
South-Eastern Coullields Ud (SECI.) 

'iitun'iK Dwctin HfralJ. June 9, 1986. Cols 3 


for economic grosvih unlike those of the 
private sector. This puts the public sector 
projects in a different category in terms of 
their potential impaet on diverse activities 
in the long run. Hence, the management of 
public sector projects should get its due 
importance. Further, if these are looked 
after, the major problem would be solved. 

Having analy.sed the problem ro far, it is 
not difficult to suggest what can be done, 
purely in managerial terms. 

However, the magnitude and consistency 
of poor management, spaiming almost four 
decades and hundreds of major projects and 
programmes defies explanation, singularly 
in managerial terms. One may, therefore ask: 
“Can such tardy management of projects 
and programmes be the result of rational 
decision by those concerned?” The answer, 
all said and done, will have to be in the 
atfirmative. The Indian economy is today in 
a situation where the private benefit.s that 
accrue to several groups in society from 
delayed implementation of projects is high, 
while no one, politically, has a stake in 
proper project implementation. 

We, therefore tend to differ from Ihe con¬ 
clusions of Ahluwalia" who argues that the 
public sector is inefficient and therefore the 
private sectoi should be encouraged. Rather, 
there is a premium in project delays and cost 
escalations in India today that needs to be 
understood. Perhaps, the present political- 
economic system and its regulations suit the 
major parties concerned—politicians, 
bureaucrats, big farmers and businessmen. 
One is dependent on the other. In such a 
process, it may not be in anyone's interest 
to implement a project according to schedalc. 
While a few gain, the cost is borne by an 
anonymous group of middle class tax¬ 
payers, industrial workers, significantly in 
the small-sector, landless labourers and 
Iribals on the margin of the modern 
economy and. in the case of environmental 
destruction, by future generations.'^ 

Until this basic .social and political 
structure is modified, rational management 
methods will not be adequately/appropriately 
applied for the simple reason that they 
would be .somewhat irrational in the existing 
system. As Keynes had once remarked, 
rational investment decisions can turn out 

ASIONS IN SOMl' COAI PRIiJFCTS 

(a) Cost went up from Rs 15.49 crore to 

Rs 132.07 crore—a 752 per cent increase. 

(b) was expected to complete in March 1982; 
revised esiimate is March 1988—192 per 
cent increase in time. 

Cost went up from about Rs 8 crore to 
Rs 45.5 crore—a 440 per cent increase. 
Cost escalation of .305 per cent. 

Cost e.scalation of 148 per cent. 

Cost escalation of 240 per cent. 


to 5. 


to be suicidal in an irrational world. The 
same logic may hold for rational project 
implementation. There is profit (or rent?) in 
cost overruns for those concerned. And it 
is rational to pursue that profit. Legal and 
moral issues do not enter the picture. And 
the system has developed its own method of 
legitimising such activities, as the voluntary 
disclosuie/amnesty schemes for various legal 
violations show. Thus, there is no deterrent 
to ‘corruption’, which is endemic to the 
system. It is all this of which the adverse 
capital-output ratio is a symptom. And 
symptomatic treatment alone cannot cure 
this disease. 

II 

Prospect 

India’s planning experience spans more 
than 25 years; the'Seventh i'ive-Ycar Plan is 
now almost two years old, and exercises for 
the Eighth Plans are in their early stages. 
I'he constitutional .set up in India docs not 
include the planning commission, which was 
set up in 1950 as an advisory body chaired 
by the prime minister. Implicit in this 
arrangement is both its strength and its 
weakness. It is free of the various pulls and 
pressures that a government department is 
subject to and, under the guidance of a 
strong and imaginative prime minister, it can 
play a very effective role in the planning 
process. Indeed, in its heydays, the planning 
commission under Jawaharlal Nehru, played 
the required dynamic role in the first three 
five-year plans. It must also be noted that 
ill the years after independence, there was 
a general societal consensus on both the need 
for planning and on the need for a major 
role in the economy for the public sector. 
This consensus .seems now to have broken 
down and given its non-staiutory status, the 
planning commission as an institution has 
suffered a loss of prestige. 

As an advisory body, the planning com¬ 
mission has little to .say in the process of plan 
implementation. This is the task of the 
ministries of the government of India and 
state governments. Formal approval of the 
plan by the National Development Council 
may be necessary for plan legitimacy in a 
democracy, but it is not enough to ensure 
implementation. One reason for this lies in 
the fact that, in the .system of public finance 
that has developed, the states have limited 
ability to raise resources. And the advisory 
role of the planning commission keeps it at 
a remove from the day to day workings of 
the plan, and from the practical decisions 
that need to be taken once a project is 
approved a.s being pan of the plan. (The 
importance of thi.s has been discussed 
above.) In recent years, this seems to have 
become a major hurdle in India’s planning 
process. And today, the gap seems wider. 
Between the Seventh Plan document, and 
key policy decisions of the government— 
e g, on the long-term fiscal policy or on 
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administered prices—there seems to be no 
co-ordination. The recent white papers of 
the Hnance ministry on these subjects do not 
even refer to the plan or the planning 
commission. 

Be that as it may, many have observed a 
deterioration in the functioning of the 
economy over the years. The plans have 
envisaged an annual growth rate of 5 per 
cent; the achievement has been 3.S per cent 
(and even of this, A M Khusro has remarked 
that it is this very stability that is something 
to be proud of; Raj Krishna—tongue in 
cheek, no doubt—called it the Hindu rate 
of growth). In the first three plans, targets 
for industrial growth were 7 per cent, IQ'/i 
per cent and lO'/i per cent per year; the 
achievement was 6 per cent, 7 Vi per cent and 
8 per cent per year. As Ahluwalia writes, 
“even if the very poor growth performance 
of the subsequent ‘plan holiday’ is ignored 
as exceptional, industrial growth in the 
period thereafter was not only short of the 
(lowered) targets, but was also much slower 
than in the earlier period.. .The Fifth and 
Sixth Plans aimed for industrial growth at 
8 per cent per annum.. .actual growth in 
industry between 1968-69 and 1982-83... 
was of the order of 4.8 per cent [ler annum!’ 
S I Shetty has also documented, in the 
mid-1970s, the structural retrogression since 
the mid-60s.‘’ The point is that 
achievements have generally been below 
targets. But the main caii.se for concern has 
not been the lower than targeted growth rate; 
it has been the fact that, for a rupee invested, 
the returns have been declining; with today's 
rupee getting the lowest level of returns. 

One insight that the management perspec¬ 
tive offers is that of the suitability of the 
institutions that arc meant to implement 
policy, assuming that the policy is optimal. 
In this sense, is the planning commission as 
it exists the appropriate institution for 
monitoring plan implementation? 

As already mentioned, the authority and 
prestige of the planning commission was at 
its zenith until the mid-sixties. The reasons 
for this are perhaps: 

(a) The unswerving faith and total com¬ 
mitment to the process of planned 
economic development of the then prime 
minister, Jawaharlal Nehru. 

(b) The outstanding talent, experience and 
integrity of the members of the Planning 
Commission, e g, V T Krishnamachari, 
K C Neogy, P C Mahalanobis, to name 
only three, backed by the authority of 
the prime minister who also presided 
over the governmental system. 

(c) The advantage of a national consensus 
on objectives and goals, priorities and 
targets made possible both by the unique 
condition of the same political party 
being in power at the centre and the 
states and by the unique coincidence of 
class interests in the immediate post¬ 
independence period on the need for 
planning and a strong .public sector. 

(d) And, perhaps, the full support to the 
planning process by the Indian members 
of the civil service inherited from the 


British—men like C D Deshmukh and 
B K Nehru—who, on the basis of their 
wartime experience were in a position 
to assume complex administrative 
responsibilities. 

Since the mid-sixties conditions in India 
have changed drastically, and one such 
change has been the decline of the planning 
commission. One indication is the emer¬ 
gence of several advisory bodies to advise 
the prime minister on related matters. The 
late.st to draw pointed attention to the 
marginalised role of the planning commis¬ 
sion is I O Patel, a distinguished econoini.st 
and administrator, in his Kinslay Memorial 
Lecture delivered on November 5, 1986:'^ 
“And one thing that has gone wrong in India 
in recent years is the fact that there has been 
a downgrading of the planning commission 
itself?' Patel stiongly makes ihr point that 
the New Economic I^Iicy is not inconsistent 
with planning. 

[A] RtSrRIH U-'RlNG Of Pl-ANNINO 
CnMMISSION 

In the light ot the changes ihai have 
occurred—and the experience that has been 
gained—between the mid-fifties and the 
mid-eighties, it may be necessary to consider 
restructuring the planning commission to 
make it institutionally more relevant to new 
political realities, and the emerging issues of 
the last part of the 20th century. To put it 
difftrctuly, what can be said of the struc¬ 
ture of the planning commission that can 
guide the Indian economy into the 21st 
century?'- It appeals to us that the follow¬ 
ing structure may be one way of restoring 
to the planning commission the wide accep¬ 
tance and prestige it enjoyed in its early years 
under Nehru. 

If the planning commission is to enjoy 
authority, it must have widespread accep¬ 
tance by all those who exercise governmental 
power in India’s federal set up. There Is no 
other source from which the planning com¬ 
mission can derive its power for efficient 
operation. Therefore: 

The planning commission may be con¬ 
ceived as the Secretariat of the National 
Development Council, chaired by the prime 
minister, and consisting of the members of 
the union cabinet, chief ministers of the 
states, and members of the planning com¬ 
mission. On behalf of the NDC, it would 
meet at least once a year. The budget of the 
planning commission will be shared by the 
union and state governments on an agreed 
basis.'* 

Such a Planning Commission will have 
several advantages over the present one. It 
can link up, via the planning ministers of 
the states, with the state governmental 
machinery. It will be a forum acceptable to 
the various levels of government in a union 
of states like India. At the same time, it will 
be independent of both union and state 
goverrunents and free to advise independently 
6n development matters. The Sarkaria Com¬ 
mission on centre-state relations may 
perhaps have something to say on this 
matter. 


Several questions ari.se. Will there be a 
need for a constitutional amendment to set 
up such an NDC and to give it—and its 
development functions— some constitutional 
sanctity, perhaps of the type enjoyed by the 
chief election commissioner or the com¬ 
ptroller and auditor-general? 

Tb what extent will other ail-India 
organisatioas—say, public enterprise systems 
and set-up, the financial institutions—need 
to be modified in this light'* Existing con¬ 
cepts of development planning like plan and 
non-plan expenditure may need to be re¬ 
examined; perhaps in the light of tiic cut rent 
zero-base budget concepts, and,*if needed, 
modified or leilncd to better serve planned 
development. 

Should organised labour have some role 
in such a restructuring? If so what? 

What does the experiment in panchayati 
raj in Karnataka teach us about decentralised 
planning? 

There arc many issues to be discussed and 
claboiatod. Wc invite comment. 

IBl ISSt'fiS tOR A Rr.OHCANISFn 

I'l.ANNiNc Commission 

it may also be useful to look at the kind 
of issues to which (such) a planning com¬ 
mission will need to address it.self as India 
enters the 21st eentuty. .Some of them have 
been clearly highlighted bv I G I’ittel in his 
Kinsley Memorial Lecture on ‘The New 
Economic Policy’. Aftei discussing the need 
for strengthening the planning eommission, 
and also making the p<.)int that the new 
eeonomie policy that is emerging is not 
inconsistent with planning, he draws atten¬ 
tion to the erosion of values and norms at 
all levels that have inter alia, driven the 
country into a high cost economy, as dis¬ 
cussed in this paper earlier. 

However, changes are taking place, and it 
is ihi.s ‘new economic policy’—much of it 
positive— that will be the content of plan¬ 
ning in the next decade or two. Vet Patel 
points to the apparently sporadic aspects of 
the NEP: there seems to be no well-studied 
overall framework covering all crucial 
aspects of the NEP into which the various 
initiatives could be dovetailed to avoid the 
emergence of short- and long term policy 
conflicts. One example of such a conflict 
which has recently emerged is that between 
the fertiliser industry which has been given 
customs duty benelits for its expansion in 
the 1986-8'* budget, and the consequent im¬ 
pact on the capital goods sector nurtured 
carefully over several yeais in the interests 
of self-reliance. 

The fertiliser industry also throws up 
strategic issues that the planning commis¬ 
sion will need to address. The present 
investments in gas-based plants will func¬ 
tion, hopefully efficiently, for the next 
twenty years or so. But associated gas is not 
unlimited in supply and its pricing is a tricky 
issue. Both gas and its substitutes, naphtha 
are priced very high in India compared with 
the situation of advanced countries and the 
Gulf countries with their vast oil and gas 
resources. Economics of scale alone would 
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not comprnsaie for this cntical disadvantage 
in achieving international competitiveness. 
In4ia cannot afford to move out of coal- 
based fertiliser plani.s in the long-ieim 
penpective. R and D will need to be empha¬ 
sised in this area and the Rainagundam and 
Tblchei plants based on coal nurished. 
Similarly, in a sulphur scarce country like 
India, R and D is requiied to develop 
technologies that will suit our resources and 
needs after the decade.'' 

Such issues of strategic choice appear in 
several sectors in iron and steel, where coke 
needs to be substituted -and in which both 
SAIL and nSCO have siiccc.ssfully con¬ 
ducted experiments for .sponge iron in com¬ 
mercial plants; in coal, wheic improvements 
in quality, oie hcncfici,ition and washing are 
increasingly essential, as coal is the 
backbone of India's energy sector: and 
infrastructure, particularly power and 
transport, wtieie choices made in the next 
few years vs ill be ci itical for the next decade 
and more 

Anothei basis issue will be that of ecology 
and ensironment. The planning process 
must explicitly bring in issues related to the 
long-tcim destruction of the ecology and 
evolve methods foi dealing with it. Thus, 
long-term issu€,s will need to provide a 
perspective in sshich the prudent manage¬ 
ment of resource systems will have a basic 
role. It may be ncce.ssary to accept, as the 
advocates of eco-dcvelopnient have been 
stressing, that financial returns to investment 
must be examined together with returns 
related to the long-term quality of life. These 
issues, in the context of technology, were 
raised by Amulya Kumar N Reddy at the 
Ifeheran meetings of the International 
Economic Association. That line of thought 
will need to be pursued, along with pioneer¬ 
ing contributions of Nicholas Georgescu- 
Roegen in his "The Entropy Law and the 
Economic F’rocess” and other relevant works 
to arrive at theoretically satisfactory and 
operationally meaningful solutions. 

Some examples of such issues that Indian 
industry faces are outlined below; 

In the 1980s, because of the shortage Of 
kM!g staple c«rton in India, the viscose rayon 
filanirat and staple fibie industry was per¬ 
mitted to grow as it was found to be a lesser 
drain on foreign exchange resources even if 
raw materials like dissolving pulp, sulphur 
and caustic soda were imported rather than 
cotton. At that time there was a heated 
debate as it was felt rby P C Mahalanobis) 
that it meant a deviation from the priority 
of the Second Plan. Today, given the 
availability of long staple cotton in India, 
and the deforestation required to get wood 
pulp (i e, the high environmental cost), is 
there any justification for this industry? 
Should not its expansion be banned, and 
existing plants encouraged to enter other 
areas if they cannot be phased out? 

The paper industry, which has an excellent 


R and O record, is facing problems due to 
the non-availability of bamboo and the 
environmental and social problems posed by 
eucalyptus. Initial breakthroughs have been 
achiev^ to use bagasse instead. At present 
bagasse is burned as fuel. The choices to be 
made have to be examined and decisions 
taken and implemented. 

Also the pollution control aspect will add 
to the capital cost of plants. Electrostatic 
precipitators may improve the quality of air, 
but have no tangible return on investment. 
This is something to be integrated into pro¬ 
ject formulation and selection criteria. 

There arc also other issues which require 
decisions. One important one being the 
substitution of agricultural raw materials by 
synthetics of petrochemical origin. Poly¬ 
propylene, HOPE and LDPE have become 
substitutes for jute—an industry in eastern 
India with a long history and large employ¬ 
ment. The merits of the repercussions on the 
regional economy. This conflict has been 
recognised and has recently led to a policy 
of modernisation for jute along with 
research for its improvement; and govern¬ 
ment is thinking of reserving the packaging 
needs of industries like fertiliser and cement 
for jute manufacturers. This has been 
opposed by the manufacturers of synthetic 
packaging material, many in the assiduously 
nurtured medium and small sector, who have 
been hit by this move. The modalities of 
coexistence need to be worked out in a com - 
piehcnsivc manner so long as there is no 
satisfactory solution to the problem of 
surplus labour or alternative use of land 
currently under jute. 

The point is which is a better alternative 
approach in the resolution of such conflicts. 
And such a solution can only come, not 
from market forces, but from belter plan¬ 
ning. In this we agree with I G Patel, who 
has argued both that better planning is 
essential, and also that an essential prere¬ 
quisite is a change in the ethical norms and 
values in Indian society. This logic, men¬ 
tioned in conclusion in the last section, 
suggests that tinkering with the .system will 
not alone lead to better planning. 


Nottta 

[Invited keynote paper for the theme 'Pluming 
in India; Retrospect and Prospect' at the 69th 
aiinual conference of the Indian Economic 
Assodation, held in Delhi, December 6-7,1986. 
We are gru^ for theaicounganent *nd sup- 
pm of S Chaktavarty, V R Finchmukhi and 
K L Krishna. Responsibility for opinions and 
errors is ours alone.] 
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Mt^iv-Departmeiiial Dynamics 

Relations between Four State Government 
Departments at the District Ijevel 

Anil Chaturvedi 


An understanding of the dynamics that exist between organisations becomes a fruitful area of study because 
it assists not only in the development of inter-agency systems, structures, plans, and attitudes that promote co¬ 
operation and a sense of unified purpose, but also in examining a fundamental question, namely, whether such 
agencies should be created in the form in which they are or whether a different logic should be used in their creation. 

With the above issues in mind, the author studies the nature of interactions and processes that exist amongst 
four government departments at the district level. The departments selected are irrigation, public works, police, 
and administration, the last comprising the revenue, magistracy and community development functions under 
the district magistrate. The districts themselves are from Uttar Pradesh. Two of the districts regularly experience 
natural calamities in the form of floods or droughts, whereas the other two have fewer such experiences. The 
logic of so selecting the districts is to examine whether, under pressures created by the environment, the departments 
experienced any significant shifts in the patterns of their interaction. 


THE theme of inter-agency co-operation, 
particularly with reference to the delivery of 
services, is a fairly abiding one in the 
popular press. Almost every day the press 
infonns the readers how two or more govern¬ 
ment agencies have been operating at cross¬ 
purposes when, if they had only tried, they 
could have together put up a superior per¬ 
formance with greater benefit to the reci¬ 
pients of their services. Underlying this 
theme is the expectation that the concerned 
agencies should co-operate and co-ordinate 
their efforts to enhance the end-results, and 
considerable dissatisfaction is evident when 
they fail to do sa Given the number of agen¬ 
cies that are involved in delivering various 
services to the client, such an area of con¬ 
cern does become important if the overall 
aim is to reduce the cost of services and 
enhance their quality. For example, in the 
area of agriculture, water is provided by the 
irrigation departments, power by the elec¬ 
tricity board, diesel by the civil supplies 
department, seeds by the agriculture depart¬ 
ment, veterinary services by the animal 
husbandry department, loans by the com¬ 
mercial banks and the agricultural banks, 
advice by the universities, markets by the 
food corporation, etc The extent to which 
each of these agencies sees its efforts as pool¬ 
ing into the development of agriculture there 
is greater likelihood of enhanced overall per¬ 
formance The extent to which each sees its 
role as being independent of the other, there 
is every likelihood that they would work 
more at cross-purposes with each other. An 
understanding of the dynamics that exist 
between such organisations becomes a fruit¬ 
ful area of study because it assists not only 
in the development of inter-agency systems, 
structures, plans, and attitudes, that promote 
co-operation and a sense of uidfied purpose^ 
but also in examining a fundamental ques¬ 
tion, namely, whether such agencies should 
be created in the form in which they are or 
whether a different logic should be used in 
their creation. 


With the above issues in mind, a study was 
undertaken to understand the nature of 
interactions and processes that exist amongst 
four government departments at the district 
level. The departments selected were the 
irrigation, public works, police, and 
administration, the last comprising of the 
revenue, magistracy and community develop¬ 
ment functions under the distria magistrate. 
The districts themselves were from Uttar 
Pradesh. TWo of the districts regularly ex¬ 
perienced natural calamities in the form of 
floods or droughts, whereas the other two 
had fewer such experiences. The logic of so 
selecting the districts was to examine 
whether, under pressures created by the 
environment, the above departments ex¬ 
perienced any significant shifts in the 
patterns of their interaction. 

The principal research instrument was a 
semi-structured interview. 

Within each department the respondents 
were taken from the top three hierarchical 
levels that is the head of the department and 
two levels below them. Thus in the police 
department the respondents comprised of 
the superintendent of police, the assistant 
superintendents and the deputy superin¬ 
tendents. Similarly in the engineering 
departments this involved the superintending 
engineer, the executive engineers, and the 
assistant engineers. This restriction on the 
levels was because these woe the district-level 
positions. Below them the roles become very 
narrow and the perspectives of the role- 
incumbents would tend to be narrow. 
Further, there was also the assumption that 
the nature and quality of inter-organisa¬ 
tional relationships Would be determined by 
the ethos and approach at those levels. The 
levels below would only mimic them further 

Police and Administration 

A very salient feature of the relationship 
between administration and police is the 
overlap that exists in their functions leading 
to a conflict in their domains. This domain 


conflict stems from the concept of ‘dual con¬ 
trol of law and order administration’ and is 
peculiar to administration and police It is 
a feature about which much has been written 
and many debates entered into for most of 
this century. 

A fundamental issue in the debate has 
been whether the police is an autonomous 
body exercising independent control over its 
functioning; whether it is a fairly autono¬ 
mous body operating under the 'general con¬ 
trol’ of the district magistrate; or whether 
it is a subordinate function operating under 
the direct control of administration. The 
Bombay Police Manual defines the relation¬ 
ship in fairly unambiguous terms placing the 
police under the direct control of the district 
magistrate. 

.. .The district magistrate shall exercise full 
control over the district police force. In ques¬ 
tions of policy and administration of law, 
district magistrates order shall be fully and 
unhesitatingly complied with, even whm the 
supenmendents of police demur to any order. 
Inspector general will discourage any tenden¬ 
cy on the part of his subordinates to ap¬ 
proach him unnecessarily in matters in which 
control properly vests in the district ma«<. 
trate (S C Misra 1973: 56). 

This approach of the Bombay Police 
Manual revised the basic principle establish¬ 
ed by the Police Commission of 1861 
wherein the police, in each district, were to 
be under the ‘general control and direction' 
of the collector. What this meant was that, 
... the district magistrate exercises ‘general 
functional control’ over the superintendents 
of police. The tatter exercises ‘organisational 
and professional control'- over the police 
force. . It is his duty to keep the district 
magistrate fully informed both by personal 
conference and special reports of all matters 
of importance affecting the peace of the 
district and state of crime (Haridwar Rai, 
l%7: 43). 

As Baylcy (1%9) points out, under this 
principle of ‘general control and direction’. 
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because the district magistrate was accoun¬ 
table for law and order, be necessarily had 
to have some authority ovet the police force 
in his district. At the same time the police 
were to have functional authority and were 
responsible for their own internal administ¬ 
ration. Consequently, a position of inspector 
general was created in each state to super¬ 
vise the police organisation. Hence the 
superintendent of police was responsible to 
the district magistrate for what the police 
did with respect to law and order in the 
district and, at the same time, was also 
responsible to his departmental superiors for 
the functioning of the force under him. In 
effect, therefore; Ihe superintendent of police 
became .subject to a system of dual con¬ 
trol... Ncverthele.ss, 

.. .(the) relation between superintendent and 
collector was special. They were not exactly 
superior-subordinate, but not quite equals 
either. In the rubric that has developed, the 
superintendent was a ‘colleague* of the col¬ 
lector but not a ‘subordinate’ (Bayley 1969). 
This fine balance in a complex relation¬ 
ship has never been easy to maintain. There 
have been consistent demands to discard this 
concept and to make the police a completely 
autonomous body independently responsible 
for the maintenance of public peace as also 
the investigation of crime and its prevention. 

As far back as 1902-03 the Indian police 
comtni$.sion was constrained to remark that 
the principle of general control was being 
consistently vitiated 

. in some provinces and specially by some 
district magistrates there has been a degree 
of interference which has often been most 
prejudicial to the interests of the (police) 
department... Superintendents (of police) 
should not be treated in a manner which 
deprives'them to influence over their men 
and of interest in their work. The language 
of the police manuals of almost all the pro¬ 
vinces seems to encourage the same tendency 
to undue interference They speak of the 
magistrate as ‘entirely responsible for the 
peace and criminal administration of his 
di.sirict’ and of the superintendent as *his 
assistant for police duties and, as such, 
bound to carry out his orders’. The district 
superintendent's office is virtually a branch 
of the district magistrate's headquartiAs of¬ 
fice. This is going too far. It is true iKat the 
absolute necessity for maintaining the 
rcsponsibilitv of the district magistrate 
demands that he should receive the fullest 
assistance from the superintendent and that 
the latter should promptly carry out his 
orders. Hut the administi^tion of the police 
IS vested in the saperintendent. He is the head - 
of the police in the district. Though he must 
carry out all lawful orders of the district 
magistrate, he is not his assistant in the sense 
ill which an assistant collector i.s, and it 
destroys police work to put him in tlut posi¬ 
tion. No unnecessary interference with the 
superintendent should be allowed (Report of 
the Indian Police Commission (1^-03) para 
122, Indian Journal of Public A\:ministra- 
Hon XIX (4), October-December 1973: 507). 


The administrative reforms commission 
report of 1967 championed this concept of 
a completely autonomous police force, 
unfettered by any indirect control by the 
district magistrate 

.. .there should be complete organisation 
and functional independence of the police 
in the districts under the direct operational 
command of the lOP inspector generaJ of 
police) who would himself be under the 
democratic control of the state government. 
Such a set-up would be the best from the 
point of view of the people as well as the 
administration. Consideration of functional 
independence of the police and the need for 
professionalisation warrant the removal of 
the control of the executive magistrate over 
the police and making departmental leader¬ 
ship at the district level fully responsible for 
all actions of the police (Administrative 
Reforms Commission Report of the Working 
Croup on Police Administration, August 
1967; Bharadwaj 1978; 286-287). 

Because there has been no resolution of 
the above impa.s$e, the historical conflict bet¬ 
ween the police and administration, centred 
around the question of joint responsibility 
and subordination of one to the olher, con¬ 
tinues in the districts that .were the subject 
of this study. Similar issues and sentiments 
as have been ideiuiried above were echoed 
in all the districts. The dissatisfaction with 
the concept of ‘dual control' was voiced 
again and again by the members of the 
police force. As one senior superintendent 
of police remarked. 

... it will be a hypocrisy (sic) to say th.n the 
DM (district magistrate) and the SP (suisciin- 
tendent of police) have cordial relations. The 
conflict is.between the IAS (Indian administ¬ 
rative service) and the IPS (Indian police ser¬ 
vice)*. The police work should be separated 
from the magistracy We should have the 
commissioner .system like in Britain. But the 
IAS does not want that and they have 
managed to get their way. At the moment the 
DM is enjoying the rights ill no responsi¬ 
bility; he is not hauled up for the crime situa¬ 
tion though under sec 2 of the Police Act the 
police are expected lo function under the 
district magistrate. 

Another senior superintendent of police 
remarked 

... Law and order should not be with the 
DM (districi magistrate), he only interferes. 
My view is that the vested service interests 
of the IAS (Indian administrative service) are 
such that they do not want an independent, 
popular (police) fqrce. If the DM's control 
over the'police is not there then there will-be 
no glamour left in (heir position (of uniform¬ 
ed personnel saluting them, etc). The IAS are 
hostile to the idea of police improving their 
image Only when you can say that the police 
are atrocious that you can get the govenunem 
to say that it should remain under (the con¬ 
trol of) a non-police officer. 

% 

lb a great extent the police see themselves 
as being severely dominated by the magis¬ 
tracy. Consequen'' vherewer possible; there 


ate frequent and concerted behavioural at- 
lempu by the police to show th«r non- 
acceptance of this arrangement and to assert 
their independence. Over a period of time 
several norms have developed that put a 
boundary to the rights and responsibilities 
of the magistracy, and to the status and 
autonomy of the pob'ce; Any district magis¬ 
trate who insists on ignoring these norms 
and abides by his rights does so at the cost 
of vitiating his position. 

The superintendent of police considers 
him.seif only a fraction below the district 
magistrate in status and emphasises this in 
several subtle and not as subtle ways. While 
a superintendent of police calls on the 
district magistrate at least once a day and 
at various hours he will never, unless there 
are other compelling reasons such as the 
presence of ministers or senior officers, wear 
a uniform in Order that he does not have to 
salute the district magistrate. In the normal 
course, even if he has to wear a uniform, he 
keeps his head uncovered and thereby avoids 
the salute. Before meeting with the district 
magistrate in his office, the superintendent 
of police meets with liim cither in an ante¬ 
room or the drawing-room of the collector’s 
residence. Seldom, ii ever, do the two meet 
across a desk, (he two will generally avoid 
attending a public function together unless 
there is a minister around in which case the 
two will sit together. 

it is evident, therefore, that while respon¬ 
sibility overlap provides the germ for the 
conflict between the police and magistracy 
yet, over a period of time, the rciationships 
have been governed much more by issues of 
isersonality and status (see table 1). For the 
police such domain-related issues as ter¬ 
ritorial overlap and duplication of work 
form lesser sources of conflict compared 
with personality clashes. This is a striking 
aspect of the relationship and is explainable 
by the fact that the police-magistracy rela¬ 
tionship has also evolved over the past 
century and has developed an equation 
throui^ usage, tradition, and normative pro¬ 
scriptions. Some very essential dos and 
don’ts have emerged which define the extent 
to which the overlaps of territory and work 
are considered necessary and acceptable. 
When this unwritten consensus is violated 
for any reason then the conflict surfaces. 

One significant illusjration of how do¬ 
main consensus has been achieved is with 
regard to crime investigation ‘and prosecu¬ 
tion. Though, under the concept of dual 

* As Bayley points out: 

.. .8 superintendent thinks of himself first 
as an IPS officer,' second as member of a 
district command team. The collector, toa 
nurtures a profound sense of pride in his ser¬ 
vice and talks paternalistically of ‘his district’. 
Role ambiguity, service espirit de corps, and 
stubborn human pride not infrequently scar 
the working relationship between collector 
and superintendent (Bayley 1969; 359). 
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reaponsibUity, the dutrict magislrate is also 
responsible for the progress of crime in¬ 
vestigation and prosecution he has, over the 
years, tended to involve himself less and less 
with the subject. Only when a particular act 
of criminality becomes publicly or polilkaily 
important does he show more than casual 
interest in its investigation. Therefore, the 
icspoadents from the police tend to believe 
that crime investigation has become the 
esdusive preserve td tbein and that the 
district magistiate has no rale to play in this 
area of police work, 

.. .in criminal (sic) investigation and pro¬ 
secution the DM has no say, but in law and 
order, that is with regard to agitations, strikes, 
and bandhi we are mutually responsible 
(superintendoit of police; disaster-prone 
(Ustrict). 

If on p^ser the district magistrates respon- 
siMlity for law and order could be taken away 
and put only with the SP (superintendent of 
polioe) then the police would have no need 
for the DM (superintendent of police, non¬ 
disaster-prone district). 

Even amongst the magistracy the percep¬ 
tion csdstt that crime investigation is an ares 
of qtedalist knowledge where the magiuracy 
would have little role to play. The percep¬ 
tion is also strengthened by the feeling 
amongst the magistracy that crime is one of 
the more insalulnidUs aspects of police work 
and that it was better to be aloof from it. 

Unlike the case of crime investigation and 
prosecution, maintenance of law and order 
has always been seen as a principal focus of 
administrative work. Consequently, in the 
police-magistracy relationship this aspect has 
always been emphasised as the following 
remarks of a deputy superintendent of police 
reflect. 

.. .the law and order aspect is supreme, if 
you check the transfer of the SP and the DM 
you will not find SPs being transferred 
because of increase in crime or the DM being 
transferred because of poor revenue collec¬ 
tion work. Most transfers are because of law 
and order. 

Of course, in the case of law and order 
also some differentiation of roles has taken 
place though both the police and magistracy 
are jointly responsible. Under the Criminal 
Procedure Code and the police manual such 
aggressive containment measures such as 
firings, etc, can only be undertaken on the 
written orders of the magistrate. However, 
the police respondents clearly emphasised 
that, in practice, such decisions were taken 


by them alone and the rote of the magistracy 
was to back up those decisions and to com¬ 
ply with an unnecessary regulation, as is 
evident from the statement by a senior 
superintendent of police. 

... In case of a flring generally it is said that 
the magistrate ordered the firing. But this is 
not so. All lathi charges, firings, etc, are 
generally decided by the SSP (senior superin¬ 
tendent of police), SP or the station officer. 
The DM and other members of the magis¬ 
tracy only ratify it. 

Essentially, the role of the magistracy is 
primarily seen in managing the political 
environment while that of the police is 
perceived to be the performance of the 
technical and professional fimctions. Con¬ 
sequently, hot only do the police take 
unilateral action when it comes to riot- 
control, but they also expect the magistracy 
to back up those actions with the public and 
the politician. This support is particularly 
evident in cases wirere magisterial enquiries 
are initiated to enquire into police actions. 

.. .the main purpose of magisterial enquiry 
is to protect the police. Seldom, if ever, has 
a magisterial enquiry gone against the police 
(superintendent of police). 

In 1967 the administrative reforms com¬ 
missions’ working group on police admini¬ 
stration took a view that sought to legitimise 
the above role arrangements. 

... in the maintenance of public order, there 
is need for well defined control and direction. 
Delays associated with consultations and 
securing prior concurrence have to be avoid¬ 
ed. Instances of delay as a result of difference 
of opinion and unhappy relations between 
the SP and the DM are numerous. The pre¬ 
sent arrangements freeze all accumulated 
police experience in the executive sphere and 
DMs overloaded with work are forced to de¬ 
pend on their additional or deputy magis¬ 
trates. Only two per cent of their tiiiw is spent 
on law and order. They are young, untrained 
and inexperienced and hardly spend two or 
three years in the district throughout their 
service. Police officers, by their training and 
experience, are better suited to handle law 
and order situations than an average DM. 
The DMs generally do not take decisions ex¬ 
cept on police report. Even when the police 
act in the presence of magistrates, th^ find 
themselves the prindpri accused in the subse¬ 
quent enquiries. The people, tjhe press and 
the legislature generally feel that the police 
are responsible for failure of law and order 
machinery. The magistrate's role is geiterally 


forgotten. SP's responsibilities are more real 
and’substantial thw those of the pM which 
are merely oratorical. Power must go with 
responsibility and the lack of confidence in 
the SP should be removed (ARC Repost of 
the Working Group on Police Administra¬ 
tion, August 1967; Bharadwaj 1978; 288-289)^ 
If tensions prevail with regard to role; they 
tend to be more acute with respect to areas 
of control. The police deeply resents, as 
undermining of their authority, such duties 
of the district magistrate as the inspecting 
of the police stations and the stetioning of 
personnel. 

... Now we have to bargain and haggle with 
the DM to get a man posted to a (police) sta¬ 
tion. Just to exercise authority he«sks silly 
questions (senior superintendent of police). 
Consequently, district magistrates are 
cautious about carrying out duties which 
they are required ta For instance; no district 
magistrate will inspect a police station 
without informing the superintendent of 
police in advance. A surprise visit to a police 
station is virtually unpardonable. Several 
such norms have developed and police of¬ 
ficers are particularly sensitive to infringe¬ 
ment of these norms. Even when certain 
controls exercised by the district magistrate 
are no longer used or required by the govern¬ 
ment, they are still seen to be operative by 
the police. Respondents from the police were 
particularly incensed by the fact that the 
district magistrate was required to write the 
confidential report of the senior police per¬ 
sonnel in the district. One district magistrate; 
however, pointed out that this practice had 
ceased some years ago and that they had not 
wrrittmi any reports in the past two years. The 
result of such perceptions is that the rela¬ 
tionship of the magistracy and police often 
resembles a tight-rope walk in which young, 
inexperienced members of the magistracy 
and police are apt to make mistakes. Fur¬ 
ther, as Bayley points out. 

.. .the problem may be aggravated by age 
differences between a collector and superin¬ 
tendent. When the superintendent is older he 
may resent the supervision of a young col¬ 
lector. Having to obtain approval for travel 
expenditures or the timing of tours made 
away from headquarters may be disagreeable 
for him. The collector, too, may feel the gap 
between them. He may be falsely deferential, 
too obviously condescending, or he may be 
tactlessly abrupt in an effort to demonstrate 
sureness in command. The fresh ideas af a 
young collector may be resented by the 
superintendent as being too book-bound and 
theoretical, not matured through pradical ex¬ 
perience in the field. But the shoe is 
sometimes on the other fpot. Police officers 
often comment on the difficulties a young, 
imaginative superintendent has with an older 
collector who is not of the IAS but has been 
promoted from a state civil service (Bayley 
1963; 361). 

In one of the districts in this study, the 
superintendent of police pointed out that he 
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belonged to the some batch as the commis¬ 
sioner of the division of which that district 
was a part. Both the commissioner and he 
bad attended the academy together. Conse¬ 
quently, he felt much more comfortable in 
dealing with the commis.<iioner directly than 
he did in dealing with the collector who was 
almost nine batches junior to him. 

In essence, therefore, the relationship bet¬ 
ween the police and magistracy hinges upon 
the relationship between the superintendent 
of police and the district magistrate. But the 
building of tins relationship takes time. In 
the districts studied, however, it was noticed 
that the average tenun* of a di.strict magis¬ 
trate, since the mid-sixiics, tendcxl to be eight 
and a hall to nine months. Given such 
pressures it is not ca.<y to develop a relation¬ 
ship. As the superintendent of police of one 
district pointed out: 

.If the DM and SP have mutual 
understanding, if the DM realises and has 
respect for the SP and the SP realises that 
the role of the DM is more important, then 
there are no problems. 

The senior .supenntenUenr of another district 
stated 

, .It would be veis stupid and irresponsi¬ 
ble ol me to ignore the advice of the DM. 
Both of us have a very public lob. We can 
do harm to cacli olhci 
And another senior siipcrintendent felt that 
if I do not gel coniplete support from the 
DM then it is obvious that he will not gel 
any co-operation from me. Our effectiveness 
will be reduced considerably. Then either or 

both of us will have lo be removed-My 

peisonat repiitaiion can suffer. 

Members of the magistracy, in general, tend¬ 
ed lo avoid making comments about the 
police. However, they did feel that the cur 
fcni situation was iiii.salisfactory. Over the 
years their direct authority over the |>olice 
had eroded but the expectations being placed 
on them were increasing. 

Irrigation and Administration 

As against the relationship between ad¬ 
ministration and police which was largely 
determined by tlic'overlap in their domains, 
in the case of administration and irrigation 
It IS rcsoutce-dcpcndcnce that dictates the 
relationship. Fuither, in so much as the 
interactions between the police and ad¬ 
ministration are limited to the magisterial 
component oi the latter, in the case of ir¬ 
rigation and admini.stration they are limited 
to the revenue component. Oveiall, the inter¬ 
actions between irrigation and administra¬ 
tion predominantly centre around the sub¬ 
ject of land to he acquired for the develop¬ 
ment of irrigation and drainage works. 

One very important aspect of the relation¬ 
ship between irrigation and administration 
is that there was little dependence of the 
former on the latter with respect to such 
tangible resources as manpower, m.\terials, 
money, equipment, technology, or informa¬ 


tion. With regard to most of these resources 
the irrigation department was more than 
well endowed Neither did it lack in skilled 
manpower nor in financial resources. More 
often than not the problem before the 
department was how to expend the monies 
allocated to it. As a land acquisition officer 
of the revenue department remarked: 

.. .at the end of the year the irrigation 
department deposits unspended (sic) money 
with us for future aimpensation payments. 
This money is deposit^ for proposals still 
being made for requisition (of land). This ii 
not really correct. It is done to prevent having 
to surrendei the money 
Consequently, with regard to money, 
equipment, and other physical resources 
there is little that the irrigation department 
requires from the other departments. Infor 
mation too, as a resource, was not seen as 
an important problem by the irrigation 
department primarily because it saw littU 
need to share information with other depan- 
ments in the district. 

The two rcsource.s over which the irriga¬ 
tion department felt itself to be dependent 
upon administration were ‘access ta the 
government’ and ‘requisitioning of land and 
vehicles’. It was widely felt by the irrigatior 
department that the district magisirdie, b\ 
virtue of his being a member of the Indiar 
.administrative service, by v irtue of historical 
precedent!!, and by virtue of his ‘old-bov’ 
network, by far had the easiest access to 
points of influence and decision-making m 
the state secretariat. This access was viewed 
as a fundamental resource and it vvns often 
stated by the engineers that if only ibc 
district magistrate would push for the accep¬ 
tance of their district projects and for the 
speedier allocdiion of funds then they would 
be in a much heller position to develop the 
district. The view prevailed that while the ir- 
ligatioTi department could obtain technical 
sanction for various projects with a fair 
degree of ease, because such sanction rested 
within the department itself, yet many pro¬ 
jects were stalled for financial sanction and 
budgetary allocation The peiccption was 
that in these two areas if the district 
inagistiuie, with the support of the divi.sional 
commissioner, were only to push for earlier 
decisions a significant amount could be 
siived by way of costs. Also the relevance of 
the projects could be enhanced. As one ex¬ 
ecutive engineer of a flood affected district 
remarked: 

. . I feel that more money should be spent 
on flood protection wo'rks of a permanent 
nature. The engineering department spends 
fifty lakhs on construction of flood protec¬ 
tion works whereas the DM spends over a 
crore on relief. This happens every year. 1 
don't think the DM even thinks of this. To 
get this money all the DM has lo do is to go 
direct to the government. The SE (superin¬ 
tending engineer) cannot sanction even one 
lakh for permanent flood works. This has 
to be sanctioned by a high-powered commit¬ 


tee called the technical advisory conuniision. 
The DM can help by throwing a suggestion 
to the government—because he deals tHrectiy 
with the government—that the local Ex Ens 
(executive engineers) should have more 
powers to deal with floods. 

However, the engineers fdt that the district 
magistrates were extremely reluctant to use 
this access for the benefit of the other 
departments though they were quick to use 
it when they themselves needed anything. It 
is interesting to note that the police mentitHi- 
ed that one way in which they were reducing 
their need of the magistracy was to develop 
their own access to the secretariat. 

In contrast with the above the respondents 
from revenue stated that the irrigation 
department often developed projects for the 
sake of creating projects to meet their 
targets. U K Srivastava, in his study of the 
planning and implementation of projects in 
the Drought Prone Areas Programme 
(DPAP) concurs, with this view of the 
administration. 

.. .the methodology of project preparation 
was so standardised that there was hardly any 
project report which was not accepted. In¬ 
formal discussions with the three executive 
engineers.. .also indicated that their staff can 
submit any number of project.s at the shortest 
possible notice. This fact was explained by 
the executive engineers as follows: (i) their 
confidential report takes into account the 
money spent in irrigation projects and 
number of projects started, and (ii) it is much 
easier to spend or absorb larger financial 
allocations if there are more number of in¬ 
complete projects (Srivastava 1978: 24). 
Consequently, stories of the irrigation 
department’s approach are retold with con¬ 
siderable disapproval by members of the ad¬ 
ministration. As one land acquisition ofTicer 
recounted: 

In one tehsil, the irrigation department 
wanted to extend the tail of the canal by 
another eight kilometres. When we scruti¬ 
nised the proposal the villagers said that ao 
water had reached the existing tail for the last 
twelve year.s. In fact it had not reached for 
about six to eight kilometres upstream. We 
checked and found that this was true. We 
then refused to accept the proposal. In such 
cases if the proposal is already sent to the 
government for notiHcation, we send another 
message asking them either not to notify or 
to denotify. But if the matter is still with us, 
as in the above case, we just refuse to send 
it to the government. They cannot pressurise 
us. 

Apart from obtaining access to higher 
structural levels in government, the use ot 
requisitioning powers by the administration 
represents a further area of conflict for the 
irrigation department. The two areas where 
lack of support is most often cited is with 
regard to land acquisition for irrigation, 
drainage, and protective works, and the ac¬ 
quisition of vehicles for disaster related 
efforts. Members of the engineering depart¬ 
ments, and of the irrigation in particular. 
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were fairly vociferous in their complaints on 
these issues. It was repeatedly pointed out 
that while the revenue department had the 
powers to requisition land, they would in¬ 
sist on following acquisition proceedings 
which led to major delays in obtaining the 
needed land. An angry executive engineer of 
a flood affected district expostulated: 

1 have funds and I am expected to spend 
them. Therefore 1 am now constructing 
without land acquisition... 1 have been con¬ 
structing (a dam) for the last three years and 
so far no compensation has been paid (to the 
land owners). 1 have to see that my funds are 
not surrendered. Therefore, 1 have to 
pressurise the land acquisition to compen¬ 
sate the farmer. 

Often, it was stated, that as soon as the ac¬ 
quisition procedures start the owners of the 
land contrive ways of resisting acquisition 
or increasing the costs of acquisition. Small 
temples or shrines would be constructed 
overnight on land identified for acquLsition 
thereby creating a socio-religious problem 
which would have to be oven'ome before tiie 
land could be acquired; or suddenly some 
other structure would be constructed on the 
land so that its value would be enhanced. 

It was repeatedl.. stated that if only the 
revenue department used its requisitioning 
powers and did rlOt^ entci into prolonged 
acquisition proceedings such delays and 
costs would be avoided. Further when works 
are delayed then the blame is seen a.s falling 
on the irrigation personnel. As another 
executive engineer from the same district 
emphasised: 

,.. land acquisition is the main problem, 
l-and IS not available. First I -t- P (investiga¬ 
tion and planning cell) make a survey and 
reports on its (the project’s) viability. When 
all this is clcar^ and sanctioned then at (the) 
construction stage we make a micro survey 
taking into consideration the local factots like 
if there is a temple or mosque we-have to go 
around it. Once this is done then only can 
land acquisition work start. There occurs the 
delay. Unless land can be acquired we cannot 
begin and we get pressurised from two side.s. 
The DM writes to the government that the 
project is not starting and the government 
writes to us that we are not spending the 
money allocated. It should be otherwise. We 
should be writing about the DM not exten¬ 
ding full co-operation. 

With regard to tod acquisition the legal pro¬ 
cedure is clearly laid down in the Land 
Acquisition Act of 1894. The Act provides 
both for normal acquisition procedures and 
emergency procedures and the principal 
discretionary authority on this matter is with 
the collector. The normal acquisition pro¬ 
ceedings uke longer and involve several 
steps. The emergency requisitioning pro¬ 
cedures are shorter. Further, the collector is 
accountable for ensuring that land acquired 
for public good is made available to the 
acquiring party and also that the agreed 
compensation is paid to the erstwhile owner 
of the land. The Act also provides for situa¬ 


tions where land can be acquired for an¬ 
ticipated use and in such cases, 

.. .it shall be sufficient to specify in such 
notification that the land is ne^cd or is likely 
to be needed for the planned development 
of that'area without further specification of 
the particulars of the proposed development 
(UP Act No 8 of 1974, section Z). 

Because most of the land is acquired tor 
irrigation projects the administration depart¬ 
ments often create a position of special land 
acquisitiort officer to look after the needs 
of irrigation. Also an examination of the 
records shows that the time used for land 
acquisition is fairly stable, and also that 
most of the needed land is generally acquired 
lor the projects Some gaps remain, however, 
which can cause delay. Nevertheless it is 
possible for the iirigalion department to 
plan out the land di-qiusition time for these 
projects. But conflicts remain and both the 
parties tend to blame each other. For in¬ 
stance one special land acquisition officer 
remarked; 

.. .the collector can acquire land tor public 
good. But befoic asking us to acquire land 
the department should first negotiate with 
the land owneis to sec if they aio willing to 
sell. Gencially, this is not done. The depart 
mcnis have to give us a ceitil'ieate that the 
private negotiations have failed. Tlieh wc 
have to set the whole machinery in opei.i 
tion Problems come in when later on the 
various (laud) alignments are changed 
because of political pressuie, genuine 
mistakes, or corruption. 

Another land acquisition officer stated. 

.. often the departments indulge in ■tai/i’ 
proposals. They send in pioposals lor land 
acquisition before getting sanaions lor iheir 
projects. They hope that hy the time the land 
title is transferred to them the saneiio.. will 
come. In Hadia lehsil there are eight acres 
with sixty-eight thousand compen.sations in¬ 
volved. I am readv to give possession but the 
irrigation department has no money. 

1 he moot poini in the relationship bet¬ 
ween irrigation and administration is not 
that land is not acquired for the various 
irrigation projects, but the mannet in which 
that land is acquired. In each and every case 
of land acquisition the normal acquisition 
procedure svas followed. Because that pro¬ 
cedure insolves several stages it also allows 
for several points of delay. One principal 
point of delay is the publicalion of notice 
of acquisition in the oflicial gazette without 
which subsequent action leading to acquisi¬ 
tion cannot be undcnakcii. Mcmbcis. of 
irrigation felt that eiisuiing speedy publica¬ 
tion of the notification in the gazette was 
a responsibility of administration given their 
easier access to the government; the land ac¬ 
quisition officers believed that if irrigation 
vyas interested in speeding up the process 
they could chase ii up ihemselscs. 

The basic process of land acquisition is 
shown in the figure After obtaining sanction 
for the project the irrigation depariinem, 
armed with detailed surveys, should first 


directly negotiate with the land owners lor 
purihase ot ihcir land. Onlv when these 
negotiations (ail tluu ihc formal acquisition 
process is to be set in motion. However, in 
practice, this stage is invariably ignored 
because ot several factors such as the general 
reluctance by a farmer to sell off <i piece of 
his land which may Icave’liim with a small, 
iiiicconoiiiK. p.'i'' ■ ' 1 .ingiiial liolilin;t; 
because ol the Jem.ind tor payment in ciish 
without any receipt: because ol political 
pressures; and because outiight sale incurs 
such taxes as stamp duty, registration duty, 
etc. Invariabiv, Ihc iiiigation department 
avoids all such probIein.s of dealing with the 
land owners directly and, instead, prelers to 
rely on the revenue department to acquire 
the land for it. In order to set the acquisi 
tion procedure in motion, irrigation is ex¬ 
pected to send to the land acquisition officer 
a formal proposal accompanied by all survey' 
maps and details of the land 'o be acquired 
along with nceitilicaie that they could not 
.acquiie land through private negotiations. 

The proposal is sci utinised by ihe land ac¬ 
quisition officer who. with the .lid of the 
land acquisition aniiii and the concerned 
Ickhpal, ensures that the details of the land 
to be acquired are toiicci. In ihc ease of 
Cl rois the proposal is rel urneil to the irriga¬ 
tion departnieni foi the necessaiy correc¬ 
tions. Normally, ilcpeiuhng on the size of 
the proposal -iikI ihe .imount of land to be 
acquired, this '•ciuiimsiiig process takes a 
innnih and a half to iluce months. Once a 
proposal is relatively free of errors a schedule 
is prepared and scni to the government 
through the collcetoi with his certification 
that the acquisition is for public good. On 
acceptance of the proposal the government, 
ill turn, sends a noiilication to Ihe govcin- 
ment press for publication in the oflicial 
gti/ctte. Only when the notification has been 
published in the gazette that the land ac¬ 
quisition officei prepares and posts a com¬ 
pensation statement allowing 15 days for ob¬ 
jections. Normally there are no objections 
anti thereafter the land acquisition officer 
takes possession of the land front ifie owner 
and hands over the (tusscssion to ihc irriga¬ 
tion dcparimcm. 

It is evident from the figinc that stage I 
is under the control of irrigation and stage 
11 and stage IV under the conirol of the land 
acquisition officei. Th$ problems aiise with 
stage III which is not under the control of 
either. While the irrigation department 
asserts that the c.xecution ot stages 11 
through IV are the responsibility of the 
administration; the latter, in turn, believes 
that the expediting of stage III is the con¬ 
cern of the irrigation department alone. The 
irrigation depaitment also believes that the 
rigmarole of the land acquisition proc&ss can 
be severely curtailed if administration used 
the special powers for requisition available 
to them. The fact that these powers arc not 
used by administration is viewed by itnga 
tion as another manifestation of the former’s 
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denial of support and non-acceptance of 
their importance and status. 

It is also evident from table I that as far 
as the irrigation department is concerned it 
perceives its disputes, particularly with ad¬ 
ministration, to emanate from absence of 
support and personality related factors. 
There are strong feelings that administration 
does not perform its share of the tasks even 
in the cas^of an emergency such as a flood. 
Instead of supporting the effort of the ir¬ 
rigation department, which sees its own role 
as being central to the emergency effort, the 
administration is instead seen as deliberately 
neglecting them. Moreover, in an emergency 
when resources ought to be shared amongst 
the departments, they are instead jealously 
protected. As one superintending engineer 
of a flood affected district remarked; 

. .even in floods we do not chip in willingly. 
There is a hundred per cent reluctance to 
share resources. For example, if we need jeeps 
to fight a flood the other departments will 
not give even if iheir’s is lying idle. Instead 
they say that we should get it from our own ' 
department from another district. 

To overcome such tendencies on the part 
of the various departments and other 
resource owners, the district magistrate has 
been given strict requisitioning powers which 
he has to use to obtain scarce resources. Even 
with the requisitioning powers the task of 
extracting the necessary resources has 
seldom been smooth. Every resource owning 


department attempts several means of 
preventing its rettources ffom being requisi¬ 
tioned. The engineering departments, who 
themselves heed requisitioned resources in 
disaster-related work, are reluctant to pat t 
with their own rc.sources at other times, sucti 
as, elections when pooling of rettource.s 
becomes essential. Remarking on this 
tendency on the part of the engineering 
departments, one sub-divisional magistrate 
remarked; 

.. .earlier, whenever we would want to re¬ 
quisition a vehicle they (engineering depart¬ 
ment) would tell us that it is under repairs. 
Then a GO (government order) came which 
gave us the power to spend Rs 1,700 per 
vehicle for repairs during election work and 
to employ drivers on daily wages. Now I tow 
away the vehicle, repair it, and send the bill 
to the owning department. So there are no 
more problems now. Then they said that their 
drivers are on leave; I said okay I will hire 
the driver on daily wages and send the bill 
to them. Once I told my amin to drive the 
jeep. Once he started rnisbandling it their 
driver suddenly reappeared from leave. 

Howevei, not ait the members of the 
magistracy are inclined towards the above 
approach. Most magistrates would rather 
avoid obtaining vehicles from the engineer¬ 
ing departments. Instead, their attempt is to 
requisition vehicles from private owners par¬ 
ticularly civil contractors. Because most of 
such v^icles are poorly maintained, and 


there are few of them to start with, the 
number available for requisitioning are in¬ 
sufficient to meet thene^ of all. The ad¬ 
ministration, therefore, first meets the needs 
of its own personnel before it can cater to 
the needs of the other departments. Conse¬ 
quently, those departments, such as irriga¬ 
tion, who need jeeps and do not obtain them 
see it as another instance of non-support. 

.. .during floods every BDO (block develop¬ 
ment officer) has a jeep. My AE (assistant 
engineer) does not have a jeep. There was a 
circular from the chief engineer to DM to 
provide jeeps to AEs fighting floods. Fbr the 
past two years no jeeps have been provided. 
We have to hire condemned jeeps. Once I had 
to take my SE (superintending engineer) on 
a motorcycle (executive engineer, flood-prone 
district). 

When the above issue was brought to the 
notice of respondents from administration 
their responses varied from logical defence 
to contemptuous dismissal. Some of the 
members of the magistracy agreed that pro¬ 
vision of jeeps was a problem and that they 
were unable to provide them to ail those who 
demanded them. Nevertheless, the feeling 
prevailed that, given the circumstances, 
the irrigation department was being un- 
reasonid)le; - 

... Irrigation has so many jeeps. Why don’t 
they use them. They ask bs to get the jeeps 
and circulan an sent. But they can get jeeps 
from their own divisions. Not every ettvision 
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is engated in floodwork. ^iomeUlnes they say 
that their jeeps are not in a fit condition for 
flood work and ask us to get them repaired. 
They want to maintain their jeeps hut want 
the payment to be made by this department 
(additional district magistrete, flood-prone 
district). 

The junior hierarchical levels in the 
magistracy were even more critical in their 
views and, sometimes, quite arrogant. The 
following remarks of a sub-divisional 
magistrate epitomises this stance. 

.. .offlcially the technical departments are 
dependent on us but we are not dependent 
on them. We can order them. Tell me which 
engineering project has been constructed in 
tima They do not do their work with interest 
or dedication. At the pace at which they work 
they don't need jeeps but need hulhKk carts. 
The irrigation department is dependent on 
the administration for necessary resources. 
When these are not made available or are 
difficult to obtain the department wants to 
have its own. 

... In the flood season we have our overseers 
posted at various places along the river. If 
there is any breach of danger the overseers 
come to the nearest “police Ihana” (station) 
and can send a mcssafc uj llic (flood) con¬ 
trol room through police wireless, The eon- 
liol room will then inftirm me. The problem 
is nol getting iniorination lo me, it is getting 
inlormation to the oveisccrs. If Ins post is 
far over a few kilometies from the police 
thana -he cannot get the informaiion. The 
police will not send any one to contact him. 
However, there arc noi too many such situa- 
iions because liie posts are near the ‘thanas’. 
I herefore wre feci wc should also have some 
wireless sets for our people but government 
is not sanctioning these. l-Acry year the same 
things happen (executive engineer, tlood- 
pronc di.stricl). 

When the resouree-dependent relationship 
IS not managed m favour of the dependent 
paity there are accusations traded and.over 
a period of time the relationships become 
acrimonious. In the charged atmospliere of 
a district, resources are not only means for 
performance but the owning of a resource 
O' more iinporiant, the power to obtain a 
resource confcrs'eonsiderable status on the 
department. When this power is used for the 
benefit of another department it confers 
on that department a special status and 
becomes a symbol of respect and friendship. 
When suc)i power is not used to in favour 
of the other department it is seen as an act 
of insult and rejection. Consequently rela- 
tion.ships suffer. 

.. .one problem between irrigation and DM 
is that our relationship is strained. The DM 
must take imo consideration the advice given 
by the technical people. Eveh the PCS (pro¬ 
vincial civil service) people don't behave well 
even in emergencies. The SDM (sub-divisi¬ 
onal magistrate) feels that unless the EE (ex¬ 
ecutive engineer) comes personalty to his 
house he will not do anything. During the 
floods I even have to go to the tehsildar 


though he is junior to me. 

For example, one village Lak.sbmipur was 
being eroded last year. My JE (assistant 
engineer) came to me. The village was to be 
evacuated. 1 took my jeep and went to the 
ADM (additional district magistrate). He 
told me to go to the SDM. I went to the SDM 
and woke him up and persuaded him. Wc 
have to take the magistrate and the police 
because the villagers will blame us for the 
floods and we need protection and security. 
If I had used the telephone nothing would 
have happened. Unless they are made to feel 
that they would be in trouble they could not 
cart less. Wc cannot evacuate people; it is not 
our responsibility. We have to give our re¬ 
quests in wilting (executive engineer. Hood- 
prone district). 

When relationships deteriorate, attitudes 

harden, and scepticism sets in. 

.. .during (the) floods last year I had to per¬ 
sonally get help when there was a breach. 
Everyone was surprised. My SE (superimen- 
ding engineer) said ‘Singh must be having 
friends amongst rhe administration’ (ex 
ecutive engineer, flood-prone district) 

Scepticism, in turn, feeds further negative 

perceptions and sensitivity to insult is Jtigh. 
... the admini.stration has no regard lor us. 
For example, last year, the chief minister and 
our minister visited the district. My chief 
engineer was there bui was not introduced 
to them. He was not even asked to sit on the 
dais. 1 constructed the flood protection works 
for twenty thousand hectares, but that was 
not acknowledged in public. 1'he DM talked 
in a way as if the whole thing had been done 
by him (executive engineci. flood-prone 
district). 

And bitterness prevails. 

.. .you musi note this point—engineers aic 
working in the most difficult circumstances 
without help from the DM. We can have 
belter relations with any department other 
than administration. I don’t know what is the 
reason. Why do the SDM, ADM, DM have 
a grudge with (sic) the engineers; why do titey 
hate engineers. Can you as a person, expert 
in sociology tell me why do they hate us, pay 
no respect to us (executive engineer, flood- 
prone district). 

Finally, resignation and avoidance. 

... if a ‘bandh’ i.s being breached or if the 
river is threatening another place unless we 
have sanctioned funds we canno'' do any 
work. We have to get sanction from the chief 
engineer or the government. This can take 
weeks where we have only a few days. Now 
since last year the commissioner has been 
given powers for expenditure upto five lakhs 
per district but only fifty thousand per work. 

Researcher; If you sec i breach or threat oc¬ 
curring will you go to him? 

... No. He will tell me—we want this work 
t<j be done^ here is the money. Anyway fifty 
thousand is not siifficiem for protection 
work. Anyway he has more people and 
generally be comes to know of a danger first 
so he should call me and suggest the work. 
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I won’t go (executive engineer, flood-prone 
district). 

PWD AND Administration 
Amongst the organisations studied the 
weakest relationships are those that exist bet¬ 
ween the PWD and the others. The police 
and the irrigation departments virtualty 
ignore the PWD. The latter, though it treats 
the PWD as a brother engineering depart¬ 
ment, does not perceive any need for inter¬ 
action with it. The administration depart¬ 
ment too accoids lesser importance to 
the PWD than it does to the othei two 
departments. 

The status of the PWD, as it exists today, 
is a reflection of the fact that over the past 
several decades its role has been ceaselessly 
eroded. A century ago it was. after the 
magistracy and police, the most important 
department in the district. Its status now has 
been reduced to that of a poor cousin 
who is continuously neglected but cannot 
altogether be ignored. Such major invest¬ 
ment areas as irrigation and drainage 
systems, bridges and laige buildings, have 
been taken out of the ambit of the PWD, 
The only major role left to it in the realm 
of engineering is the construction of state 
and national highways. These too, over the 
years, have suffered from reduced invest¬ 
ment. A reilection of this is the fact that of 
the total land acquired in a district for the 
construction of public works (he share of the 
PWD is ten per cent or less compared with 
the almost ninety pet cent that is acquired 
for the construction of irrigation canals and 
drainage systems. The department has to 
continuously ensure that its role is not 
eroded further. As one assistant engineer 
remarked; 

. many departments are engaged in mak¬ 
ing roads but the expertise of the PWD is not 
taken . .when we find that the BDO (block 
development officer) is constructing toads 
that are within our project then the junior 
engineer inform.s the assistant engineer, who 
informs the executive engineer, who ihcn 
w'riies to the DM. The DM then checks with 
tlie BIX) and the issue is then put up for joint 
verification. 

By and large, opart Irom the construction 
of new roads and the mainicnance of the old 
ones, the role of the PWD has become essen- 
lially a regulatory one involving the valua¬ 
tion of constructed buildings, verification of 
the work done by the municipal corpora- 
lion.s, annual inspcctioaof the state owned 
building.s to assess thou condition, ceitifica 
lion of cinema houses with respect to .safety 
clauses, as.sessment of the rate to he paid by 
the public depA'tmcnis for the rental of 
private buildings, etc. Because these activities 
are of a fairly marginal importance they do 
not contribute to the department’s status. 
The reduction in its principal activity, that 
is road building, leaves the department bereft 
of resources which further erodes its credibi¬ 
lity, as a special land acquisition officer 
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remarked; 

.. .the problem with the older department 
(PWD) is that they have no money and can¬ 
not pay the price. Also they create problems 
for us by asking for very small pieces of land 
to be acquired. 'Utey should not waste our 
time but can negotiate privately for this. 
At times the department is arrogantly 
discussed, as the following remark by a sub- 
divisional magistrate rellect’s: 

.. .there was this case brought to us by the 
bus operator.s’ association. The national 
highway has an S-curve and the trees along 
the road blocked the drivers’ vLsion. The 
a.ssociation represented to the collector and 
to me and I sent the letter to the executive 
engineer with a note that he trim the trees 
within specified day or I would challan him 
under section l.fJ. If he thinks I am too 
junior and should not order him I shall get 
the trees cut and treat the cost as revenue 
arrears. 1 will then attach their vehicle or put 
a lock on their office. If I treat it as a con¬ 
tempt of SOM's court, I shall confiscate his 
personal car or freeze his bank account. I 
know the repercussions, but we have to be 
tough. 

The peremptory manner exhibited in the 
above statement epitomises the low status of 
the PWD. Even in the manual of ordei., 
relating to drought and Hoods, while officers 
of the irrigation department are specifically 
identified as members of various commit- 
tce.s, the PWD is only acknowledged by the 
statement “also corresponding officers of 
PWD". In the case of droughts the PWD is, 
according to the flood and drought manual, 
expected to be extensively involved in relief 
operations particularly through various con¬ 
struction activities that provide employment 
to the affected citizens. However, in the con¬ 
stitution of the district emergency committee 
to deal with the crises created by drought, 
the PWD is absent from the committee 
though such other members as the inspector 
of schools are included. Further, in the 
model flood scheme, the proposed district 
committee is expected to include the ex¬ 
ecutive engineer either of irrigation or of 
buildings and roads branch. Because the 
executive engineer of irrigation is generally 
invited for the meetings of these committees, 
the executive engineer of the PWD is 
generally excluded. 

In the district, therefore, much of the role 
of the PWD and particularly its relationship 
with administration is limited to procedural 
and monitoring functions. The department's 
responses reflect an illusion that it still re¬ 
mains as powerful as irrigation. The reality 
is otherwise. The influence of the PWD is 
low and it takes shelter in procedures, as 
evidenced in the following statement by an 
assistant engineer; 

... in the food-for-work programme deci¬ 
sions are taken politically about which roads 
(are) to be built. PWD is allotted some roads. 
We will do the work systematically. First we 
will survey and see if the land is suitable. 
Some times when we do not find the land 
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suitable we will not construct.. .we have first 
to plan out. But there is pressure from the 
government to start immediately. Therefore 
the BOO Stans the work on the roads allotted 
to us. We then tell the DM either at the 
monthly meeting or through a letter. We have 
to give everything in writing. He will take the 
matter up with the BOO and ask him to hand 
over the road after joint verification. There 
are some roads that are still to be handed 
over after a year. When verification is done 
we finally give them an L-$ection and 
estimate. When we take over, a proper ac¬ 
count of the expenditure should be there. We 
tell them (that) as per L-section this is the 
value of the work done and which can be 
entered into the books. Often the earthwork 
and the expenditure do not match; the BOO 
says he spent one lakh and the earthwork 
shows forty thousand. Where is the sixty 
thousand! We cannot take over in such a 
case. 

In essence; therefore; whatever is the residual 
status of the PWD today is because of its 
past glory than its present position. Conse¬ 
quently, in its relationships It is neglected 
even by the department from which it ex¬ 
pects much, namely, irrigation. 

BuiLDiNti OF Communications 
An important characteristic of the depart¬ 
ments is that administration, both by design 
and common perception, is at the hub of the 
system with the district magistrate operating 
as the prime-mover. However, a principal 
problem with the district magistrate's role is 
that it is more often defined by exception 
than logical structuring. He is expected to 
do everything that the others in the district 
have not b^n asked to da As a consequence 
both his responsibilities and authority are 
much too diffused creating a sense of 
ambiguity. Therefore, invariably, the role 
ends up by being defined by the role- 
incumbent based on his own nced.s, percep¬ 
tions, and experience. While such a role 
definition, to some extent, occurs in any 
position in any structure, in the case of the 
district magistrate, it is much more so. As 
a result, given the centrality of this role, the 
role definition itself becomes a problem 
because, apart from the district magistrate 
himself, the other actors too have a con¬ 
siderable stake in this role. Each department 
has its own particular expectations of the 
district magistrate’s role and, therefore, each 
defines it in its own terms and each places 
its own variegated demands on it. In the 
final analysis when these expectations from 
various directions fail to be reconciled they 
lead to the generation of personality based 
conflict .s. 

In such a situation expectations can.be 
made more realistic through a process of ex¬ 
ploration amongst the departments. This 
requires a rich pattern of communication in¬ 
volving not only the sharing of views and 
opinions but also an examination of each 
other’s needs and problems as also an ex¬ 
ploration of the differences in perspectives 


and values. In the absence of this when 
issues in conflict are unilaterally decided 
upon or subjected to third-party adjudica¬ 
tion they only result in psuedo-solutions 
because the real problems do not get 
addressed. 

The data obtained from the districts in 
this study definitely suggest that most of the 
interactions that take place between the 
departments are of a routine nature The 
emphasis is on limited exchange of informa¬ 
tion registering of complaints, and conveying 
of decisions already taken unilaterally, liiere 
is little interaction between the departments 
for a purposive review of the past or to plan 
for the future Within the departments them¬ 
selves, the planning perspective remains 
restricted to a year and between the depart¬ 
ments it is even shorter. Even with respect 
to such an intensive activity as the managing 
of floods there is no substantive review. Both 
the planning for the forthcoming flood 
season and a marginal review of the previous 
season are carried out concurrently a month 
before the flood season is to begin and in 
keeping with the minimal prescriptions of 
the flood manual. The decisions are in¬ 
cremental in nature and based on the im¬ 
mediate past experience. The modus of con¬ 
flict resolution amongst the departments 
does not suggest exploration. Instead it 
reflects unilateralism, avoidance of issues or 
dependence on a hierarchically .superior 
authority to mediate the conflict- Each of 
these conflict management strategies is 
symptomatic of the belief that resolution of 
conflict is not possible on the basis of 
mutual explorations. In essence, the behavi¬ 
our of the departments towards conflict- 
management is strongly rooted in their non- 
acceptance of interdependence 

The district magistrate and the heads of 
the other departments must not only meet 
frequently but also together explore issues 
and expectations. It is only through such a 
multilateral exchange that a collective pers¬ 
pective; a common ethos, and a shared sense 
of direction can emerge. When we look at 
the data from the districts, it is apparent that 
this does not occur either on an official or 
a social plane: Social interaction is generally 
limited to the heads of the police and ad¬ 
ministration. In the case of official meetings 
it is seldom that the heads of all the involved 
departments meet together even for so 
critical an activity as disaster planning in the 
disaster-prone ^stricts. Mote often the 
various committee meetings are characteris¬ 
ed compliance with procedure than by in¬ 
teraction where the members are present out 
of compulsion than willingness. Fbr the in¬ 
tegration of district-level effort there are 
several committees available. However, many 
of such committees are virtually defunct. For 
example; with respect to the irrigation 
advisory committee of which the (Rstrict 
magistrate is the chairman and an eacutive 
engineer of the irriigation department the 
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secretary, the executive engineer remarked: 

.. .we have an irrigation advisory commit¬ 
tee in which the DM and the local MLAs 
(members of the legislative assembly) an also 
there. Wb used to discuss different problems 
with respect to irrigation, that is, where to 
dig tube wells, where a drainage channel 
should be constructed. I think for the last 
three years this meeting is not being held. At 
least I have not been to any meeting in this 
time. It (the meeting) used to become a 
political ‘akhara’ (wrestling match). 

The DM used to say “turn to bade nalayak 
hcf' (you are good for nothing). The MLAs 
would get up and say “This Ex En (executive ^ 
engineer) does not go for an inspection—| 
he takes bribes. ...” About .5-10 years back 
things like where tubewells should be sunk 
was decided in this committee. Now this 
decision is taken at Lucknow. 

More often than not the technical depart¬ 
ments take recourse to sending the most 
easily available junior engineer to represent 
them rather than the most appropriate one 
to put forth their point of view. Through this 
process these departments both comply with 
a mandated requirement and, at the same 
time, signal their rejection of it. Nowhere is 
thi.' t'ocnomenon more enduring than in the 
district plan implementation committee 
(DPIC) which meets every month under the 
chairmanship of the district magistrate and 
is expected to be attended by the heads of 
most of the district level departments. In¬ 
variably the heads of departments arc 
represented by their juniors. Further, there 
is little continuity with regard to the 
representative himself. In different meetings 
different persons are likely to be present. As 
a result the DPIC presents a pattern of 
mechanistic exchange of limited informa¬ 
tion, low participation, and little 
commitment. 

In each district the most frequent inter¬ 
action is between the police and the magis¬ 
trate, and. despite the constraints, the rela¬ 
tions often go beyond the mere routine. One 
of the biggest constraints to the development 
of lelationships between the two are the 
short tenures of each in a particular district. 
I'hc average tenures are of nine to ten 
montiis. Further, because they both are not 
posted to a district simultaneously, the real 
overlap in their tenures could be even less 
so that while one is settling into the assign¬ 
ment the other may be preparing to move 
out. Another aspect of the relationship is 
that both the district magistrate and superin¬ 
tendent of police hgve reputations that travel 
before them and colour the perceptions of 
the other. Therefore, some of their initial 
transactions could go in shadow boxing 
where each tests out his assumptions of the 
other. Nevertheless, in the relations between 
the police and the magistracy a certain sense 
of mutuality and support does prevail 
despite abiding disagreements and disputes. 

In the case of the engineering departments 
and the police there is an absolute absence 


of mutuality of interaction. On its part the 
police does not see any need for interaction 
with these departments. They, in turn, stress 
that the only time they need to interact with 
the police is when poor law and order con¬ 
ditions threaten their operations. 

The interactions between the engineering 
departments and administration are also 
routine and circumscribed. Those between 
PWD and administration primarily centre 
around the former providing some statutory 
services to the latter. The predominant inter¬ 
action occurs on accord of the role of the 
PWO in the construction and maintenance 
of the smaller buildings owned by the 
government and under the control of the col¬ 
lector, the certification of buildings for 
statutory and safety requirements, construc¬ 
tion of platforms and barricades for political 
or politically oriented public meetings, etc. 
The interaction increases in the disaster- 
prone districts where the PWD is expected 
to provide technical advice and general 
supervision in the construction of roads and 
buildings as part of the relief effort. With 
lespect to the irrigation department it is the 
administration that is the supplier of certain 
services particularly land acquisition. Hut 
here too a persistent refrain of the land 
acquisition officers’ is that it would be more 
convenient if the irrigation department itself 
managed to acquire the land through direct 
transactions with the owners and avoided 
coming to them. The transactions between 
the departments remain routine in nature. 
The following perception of one assistant 
engineer in a disaster-prone district leflects 
the views of the others as well: 

.. .There are some meetings at the district 
level with the DM as chairman. But these 
meetings are of no use. We say that land is 
not acquired speedily: he says we will do 
something. But nothing is done. In six years 
here I have not seen the SLAO come to our 
office. They are not bothered We are the 
ones bothered. We have to go to their house; 
they .do not come to our house; unless the 
fellow has been at school with me 1 have 
never seen any civil (administration) fellow 
socially. 

Even in disaster-related work, though 
irrigation and administration are the ones 
principally involved compared with the 
police and PWD, yet their relationship is 
more characterised by independence rather 
than interdependence Irrigation see itself as 
involved only in the preventive phase of such 
work where its effort is restricted to the 
building of dams, drainage channels, and 
bunds. Administration see its task as that 
of rescue, relief and rehabilitation. With 
respect to their area of work irrigation con¬ 
tends that it alone will decide what to do. 
Interaction with administration is limited to 
exchange of information and co-ordination 
of some actions. Consequently the relation 
remains that of two separate organisations 
each working in its own frame, each taking 
an independent stance though each recog¬ 


nises that they need services from each other. 

It is because of the above limited defini¬ 
tion of the relationship that there is little co¬ 
ordination between irrigation and agri¬ 
culture. At the district level, agricultural 
development forms an important part of the 
rural development activities of administra¬ 
tion. However, there is little interaction on 
this score with irrigation. An executive 
engineer of the irrigation department 
remarked that with agriculture: 

... [there are] no frequent meetings other 
than through the DPK.'. We have an involve¬ 
ment in day-to-day work. We are not inter¬ 
dependent departments. The work of one 
does not depend on the other, therefore we 
have no contact at the department level. 
Contact is limited because it occurs only 
at the DPIC. Other forums for formal con¬ 
tacts are available such as (he Irrigation 
Advisory Committee in which members of 
agriculture are represented, but these forums 
do not materialise. As a result charges and 
counter charges prevail. One district agri- 
ctiltuic I'fficer recounted; 

There arc ca.scs where the farmer was ask¬ 
ed U) sow ‘moong’ and when the farmers did 
and the grain began to form suddenly there 
was no water. The co-ordination with irriga¬ 
tion i.s not okay. Last year, in one tehsil, the 
farmers had no water for irrigation in the 
canal so they invested in pumpsets. When the 
paddy crop ripened and the cut paddy was 
lying suddenly one night there was so much 
water in the canals that it breached the canal 
wall and washed away whole ‘khalians’ of 
paddy. 

An assistant engineer of the irrigation 
department countered with: 

.. .Co-ordination is theoretical—not in prac¬ 
tice. Therefore, no programmes are executed 
properly. Agriculturists are not doing their 
job. People do not appreciate the cost of not 
collaborating. The agriculture engineers do 
not appreciate the optimum utilisation of 
waiei. They are not trained—there is no 
guidance from the agriculture department. 
An executive engineer of irrigation 
emphasised; 

.. .Truly there is no co-ordination between 
irrigation and agriculture. We give Ihem the 
regulgiion (time (able) and release the water. 
We have to depend on our jiledars to find 
out how much water is required. Agriculture 
is involved mainly in the distribution of seeds 
and fertilisers and ‘taqavi’ loans. They have 
no intercsi in irrigation. They don't visit the 
fields to see whether there is irrigation. Our 
jiledars know how much water is needed. 
They attend block meetings. To improve co¬ 
ordination. the agriculture inspectors should 
co-ordinaie with the junior engineers and 
jiledars. But who will call the meeting? 
The officers in the departments exhibit 
very inhibited behaviour when it comes to 
building relationships. It is as difficult for 
them to include others in their dcci.sion- 
making as it is for them to want to be in¬ 
cluded in that of others. There is an absence 
of trust and scapegoating prevails Further, 
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few persons want to take the risks of in¬ 
itiating contacts. Consequently, as a superin' 
tending engineer of irrigation pointed out: 

.. .officers feel the -’eed for coUabotatiun bui 
most will not communicate. Those who do 
it will do it at the personal level. 

But. as has been shown repeatedly, com¬ 
munication at the personal level other than 
between the district magistrate and superin¬ 
tendent of police, is virtually absent. Even 
between the two major engineering depart¬ 
ments, that is, irrigation and PWD, there is 
little personal interaction. Instead, in 
response to the question of how collabora¬ 
tion between the departments could be im¬ 
proved, the invariabie response was that the 
district magistrate should co-ordinate. Ir¬ 
respective of the district, whenever the issue 
of co-ordination between irrigation, agri¬ 
culture, power, revenue and other depart¬ 
ments for the larger, overall development of 
the district was raised it was always stated 
that co-ordination depended on the district 
magistrate. When we look at the case studies 
of such major disasters as the coltap.se of 
the dam at Morvi, or the cyclone on the 
Andhra coast in 1977, we note that the 
quality of interaction and co-ordination is 
substantially dependent on the district 
magistrate. 

The above discussion suggests that when 
a clearly identifiable objective exists and the 
interdependent departments are compelled 
to interact to achieve that objective, not only 
is more co-ordinated performance forth¬ 
coming but they arc also better able to ap¬ 
preciate the benefits of co-operation. Con¬ 
sequently, where co-ordinated performance 
is desired some measure must be designed 
and joint accountability exacted through the 
creation of common programmes. These 
programmes must convey a sense of im¬ 
mediacy, and have clear measuics of perfor¬ 
mance specified for them. It is then that 
these organisations will also exhibit increas¬ 
ed co-ordination and an enhanced awareness 
of the benefits of co-operative action. What 
this means is that the emphasis should be 
on the creation of short- to medium-term 
projects where the involved organisations 
necessarily have to together plan and imple¬ 
ment the project as also be jointly accoun¬ 
table for the results. 


Empowering the Collector 

A singularly interesting aspect of the rela¬ 
tionship between the members of the action- 
set is brought out by table 2 which gives the 
response to the question whether the inter¬ 
actions between the departments are man¬ 
dated or not. There are significant dif¬ 
ferences between administration on one 
hand and the other departments on the 
other. While the police feel that the inter¬ 
actions are completely mandated, and the 
engineering departments perceive them to be 
predominantly so, the administration's 
perception is otherwise. Over 88 per cent of 
administration's responses are that the in¬ 
teractions are not mandated. Further, there 
is no significant shift in the response of all 
the four actors across the district groups, 
suggesting a stability of perception. Given 
the fact that all the districts are from the 
samq state, it fs unlikely that statutory 
requirements would differ from district to 
district. 

An important question that arises is why 
should there be such a vast difference in the 
perceptions of administration and the other 
actors. Given the fact that administration is 
central to the group, it is not difficult to draw 
the conclusion that, for a variety of reasons, 
it is also the most influential member. The 
differences in perception between the depart¬ 
ments may be explainable by examining the 
issue of dependence and uneven power 
distribution in the group. As a superinten¬ 
ding engineer of the irrigation department 
remarked 

.. .we can have no disputes with, the DM 

(district magistrate). If we do he will win 

anyway. 

The district magistrate can, by right, be 
involved in almost all district level activity. 
He controls almost all the significant com¬ 
mittees in the district of which invariably he 
is the chairman. Ever since the Mughal times 
and earlier, the three principal officers in ad¬ 
ministration have been the army com¬ 
mander, the magistrate and the revenue 
collector. As Stephen Blake (1979) points 
out, the empire of Akbar had the amal-guzar 
(the revenue collector), the quazi (the 
magistrate) and the kotwal (police) as the 
three principal officers of the district or 
parganas. In themselves these offices were 


Table 2: DtFPERENCE in Perception of the Departments Recaroino Whether Interactions 
Are Mandated or Nor in Disaster-Prone (DP) and Non-Disaster-Prone (NDP) District 





Percentage Distribution 

Mandated 

Not Mandated 

Difference between 

Districts 

Administration 

DP 

18.52 

81.48 

Insignificant 


NDP 

6.25 

93.75 


IkRice 

DP 

100.00 


Insignificant 


NDP 

100.00 



Irrigation 

DP 

90.83 

9.17 

Insigniricant 


NDP 

91.00 

9.00 


PWD 

DP 

93.16 

6.84 

Insignificant 


NDP 

93.00 

7.00 



powerful enough but under the British, who 
borrowed' the basic district infrastructure 
from the Mughals, the offices of the revenue 
collector and the magistrate were put 
together under a single individual called the 
district magistrate or collector, and who was 
set n as the principal representative of the 
crown in the district. Apart from the 
substantial authority that was vested in the 
position district magistrate and collector, 
this position e '-ed immeasurably in in¬ 
fluence from the tact that men of great merit 
were assigned to it and who, invariably, were 
of consequt ce to the district they govern¬ 
ed. The whole administration of the district 
revolved around the district magistrate and 
ail the other key district officials such as the 
superintendent of police, the civil surgeon, 
and district engineer were all subordinate to 
him. Also most of governmental transac¬ 
tions and linkages with the superior provin¬ 
cial authorities were built around the district 
magistrate. Given this tradition it is not sur¬ 
prising that the administration department, 
of which the di,strict magistrate is the head, 
is perceived to be of great power and status. 
Added to the above are the development 
after independence. T he district magistrate 
and collector has also been made the head 
of the I ommunily development effort and, 
con.sequenrly, he also controls the expen¬ 
diture of considerable resources in the 
district. In essence, therefore, the district 
magistrate and collector and through him 
the administration department is seen to be 
powerful in the district and the other depart¬ 
ments find themselves dependent on him. 

Apart from the historical context discus¬ 
sed above, another important dimension is 
the extent to which there is a gap between 
the actual influence exercised by the district 
magistrate and the prescribed dependence on 
him. While many of the interactions between 
the departments at the district level are man¬ 
dated and on the basis of which it would 
appear that the district magistrate and col¬ 
lector would have considerable control over 
the other departments, the question remains 
whether the influence actually exerted mat¬ 
ches with the prescriptions. For example, 
earlier the district level departments were 
quite dependent on the district magistrate 
in order to obtain access to the higher levels 
in the state government. Over a period of 
time, however, as eaqh department has 
sought to develop its own channels to the 
state level, the power of the district 
magistrate to control communications has 
eroded. As the senior superintendent of 
police of one district remarked 
.. .on paper we are supposed to com¬ 
municate to the government only through the 
district magistrate. This is not so now. \kb 
have created our own independent access. 
are not dependent on him. 

Mohit Bhattacharya, in his study of ad¬ 
ministrative functioning in Maharashtra 
made a similar observation 
... in the district, the collector along with the 
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hierarchy of revenue officials constitutes the 
focal authority. There is some son of a loose 
relationship between the collector and the 
district heads of the dei.artments. It is 
perhaps tradition rather than any secure legal 
foundation that suppons the image of the 
collector as the eyes and ears of the govern¬ 
ment, and to the extent that the secretariat 
treats the office of the collector as the point 
through which the information about field 
administration should pass to the state head¬ 
quarters and vice versa, it tends to lend 
support to the co-ordinating role of the col¬ 
lector. Normally, however, there is evidence 
to suggest that the territorial units of the 
functional departments are upward looking 
rather than lateral looking (Bhattacharya 
197: 29). 

Therefore, while the prescriptions regar¬ 
ding relationships and the involvement of the 
district magistrate and collector in any 
undertaking or decision of consequence to 
the district remains, y,‘ 'he influence of the 
district magistrate over the pei tormance of 
the other departments has gradually eroded. 
There is thus a gap between the facts of 
history and the realities of today. The other 
departments, looking at the plethora of 
pi wSv'i iptions, are likely to feel a high degree 
of maiidation in their interactions with 
administration. The administration, on the 
other hand, viewing the erosion of its in¬ 
fluence over the affairs and working of the 
other departments, may feel otherwise. 

Moreover, both history and the extent 
culture of the system suggest that the role 
of the district magistrate as the principal co¬ 
ordinator not only remains but needs to be 
enhanced to achieve co-ordination. The 
easier way to strengthen the district magis¬ 
trate’s role would be to allow it a direct 
hierarchical authority over the departments 
that need to work interdependently. Here the 
departments at the district level would be 
under the formal administrative control of 
the district magistrate, and the co-ordination 
of action could be unilaterally prescribed by 
him. The resources of the district would be 
controlled by him and both allocated to the 
departments and transferred between them 
at his discretion. He could then invoke his 
direct authority to compel the transgres.sors 
to fall in line. Such an approach has been 
periodically followed particularly in the 
event of disasters. However, it is unlikely that 
such an approach would meet with accep¬ 
tance in more normal times. Given the fact 
that most of the concerned departments are 
fairly autonomous at the state level, it is 
unlikely that they will easily shed this 
autonomy at the district leveL Any attempt 
to create a stable system wherein the district 
magistrate is the administrative superior of 
all the district level departments would create 
undercurrents of resistance that can under¬ 
mine the whole system and overwhelm it. 
Nevertheless, it is an approach that needs 
reacceptance. 


From a longer term perspective even better 
results are likely to ensue when the district 
nutgistrate operates from a position of per¬ 
sona! influence rather than formal authority 
alone. Here the emphasis'would be on the 
personal strengths of the role-incumbent 
than on his formal powers. The district 
magistrate would have to generate accep¬ 
tance of himself as a person amongst those 
whom he has to influence rather than 
operate only on the basis of his position 
power. This would happen when he is 
perceived to be competent in his own right, 
and on his ability to build personalised rela¬ 
tionships with the heads of the other depart¬ 
ments. It is under such conditions that the 
district magistrate would be accepted as an 
influential equal rather than rejected as an 
unwelcome superior. In order to achieve this 
he has to be seen as being as senior and as 
experienced as the other senior officers in 
the district. Without this condition it would 
be harder for him to gain acceptance and 
he would first have to prove his competence. 
Further, in order to allow for the develop¬ 
ment of personal equations and relation¬ 
ships, his as also the other senior officers' 
tenures would need to be sufficiently long 
or else the stage would be set for increased 
levels ut personality based conflicts. What 


this implies is that as the dominant actor the 
district magistrate has to necessarily draw 
upon his personal strengths more than on 
his formal position to achieve collaborative 
action. 
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Rural Development Programmes 

A Management Approach 
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In this paper, the authors describe how an enterprise oriented rural development programme is implemented 
by taking the poultry development programme as an illustration. The root cause of failures is not the choice of 
the programme but poor implementation strategy. 


1 

Introduction 

PLANNERS coasider certain features as 
essential while screening programmes for in¬ 
clusion in the portfolio of rural development 
programmes (RDP): favourable labour 
capital ratio (labour intensive), footloose 
nature of activities, adaptability of the pro¬ 
gramme to backward regions, and com¬ 
patibility of programmes with socially and 
economically backward people. Once any 
RDP meets more than one of these criteria, 
several concessions and subsidies are offered 
to make the programme attractive. Addi¬ 
tional concessions arc offered to make it 
suitable to weaker sections like scheduled 
castes and tribes living in remote areas. 
ROPs are generally implemented through 
existing co-opcraiives, government depart¬ 
ments, government corporations, or by 
forming new co-operatives. 

RDPs can be broadly classified as enter¬ 
prise oriented and labour/service oriented. 
Examples for the former are poultry rearing, 
milch cattle rearing, sheep breeding, agro- 
based industries, village industries, handi¬ 
craft industrie.s*. and cottage industries. Road 
building, deepening of village tanks, land 
levelling and bunding, providing sewing 
machines, and setting up renair shops are 
examples for the latter. 

The experience in implementing RDPs 
shows a particular pattern and great con¬ 
trast. Enterprise oriented RDPs make avail¬ 
able certain products needed in rural and 
urban areas. There is scope to develop new 
markets for these products inside and even 
outside the country. In other words the 
potential of enterprise oriented RDPs in pro¬ 
viding continuous and growing income 
generating opportunities arc higher com¬ 
pared to service oriented RDPs. In the case 
of labour oriented schemes, difficulty in 
identifying new and meaningful activities to 
provide continuous employment becomes a 
major coastraint. Enterprise oriented RDPs, 
have low survival rate compared to labour/ 
service oriented ROPs since they need for-> 
ward and backward linkages. Enterprise 
oriented RDPs are better placed because 
they get financial support from financing in¬ 
stitutions whereas labour oriented RDPs 
mostly linked to government schemes suffer 
from inadequate financial support. Thus, 
while enterprise oriented RDPs hold better 
prospects they are not successful because of 
poor planning and implementation. 
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II 

Implementation of Enterprise 
Oriented RDP 

In this paper we will describe how an 
enterprise oriented RDP is implemented by 
taking the poultry development programme 
for illustration. Poultry rearing has been 
accepted as one of the most appropriate 
RDPs for generating employment. 

To make the programme popular various 
subsidies are offered. In Cujarat, for exam¬ 
ple, a hundred bird unit costing Rs 6,500 is 
given at 75 and 50 per cent subsidy to 
adivasis and scheduled castes respectively. If 
thc.se beneficiaries form a co-operative 
society, then each member is given Rs 3,000 
as share capital loan. In addition, the society 
is given a loan of Rs 3.3,750 and a subsidy 
of Rs 14,250 to meet the cost of purchasing 
necessary poultry equipment, vehicles for 
transporting feed and output, construction 
of godowns for storage of feed, eggs, etc. 
The salary of the managerial staff is sub¬ 
sidised by the government. The scheme also 
provides for appointment of an officer from 
the veterinary department to assist the co¬ 
operative in offering health care to birds. 
These subsidies are generally helpful to the 
government staff in selling the programme. 

Once a poultry scheme is formulated, the 
entire development machinery is geared to 
identifying beneficiaries, forming them into 
a co-operative, and releasing the loan and 
subsidy component of the scheme. The state 
department monitors.the physical and finan¬ 
cial targets closely. Pressure is put on the 
field staff to achieve targets within the given 
time-frame. Despite all these the poultry pro¬ 
grammes have not made a headway because 
of the following reasons: 

a) The beneficiaries are not exposed to 
the techniques of rearing birds. 

b) Care needed at chick rearing stage is 
not available. 

c*) Health care of birds is poor and hence 
egg yield is reduced and mortality rates 
are high. 

d) Arrangements for supply of quality 
feed are inadequate. 

e) Prices for eggs are not always 
remunerative. 

in short, ail the five determinants of success 
of a poultry enterpri.se, namely, training in 
poultry rearing, controlling mortality, ensur¬ 
ing quality of feed, maintaining high pro¬ 
ductivity and remunerative prices for eggs 
are not adequately taken care of in the 
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implementation of these schemes. 

In addition, if owing to one or more of 
the above reasons the first qycle fails, despite 
the fact that the beneficiaries have gained 
valuable experience and insights into manag¬ 
ing poultry, no additional capital is made 
available because defaulters are not entitled 
to a second loan! Poultry co-operatives 
managed either by a departmental official 
on deputation or by their own appointed 
staff fail to cope with these problems 
because of lack of experience. Hence the 
efforts of the development department and 
the beneficiaries, and the capital provided 
by the stale and commercial banks fail to 
generate the desired results. The root cause 
of all these disasters is not the choice of 
the programme but poor implementation 
strategy. 

HI 

Implementation Strategy 

Thiee preparatory exercises should 
precede implementation o( any enterprise 
oriented RDP. These are: 

(i) Carry out a systems analysis of the pro¬ 
posed enterprise to identify the sub- 
$y.stems which need to be included. 

(ii) Identify various risky aclisitics in the 
sub-systems to ensure that they do not 
affect the beneficiaries; and 

(iii) Formulate a distinct strategy for the 
success of the RDP. 

(i) Systems Analysis to Identify Critical Suh- 
syslemy. The poultry industry consists of 
eight sub-systems (see figure). Pureline 
breeding is a well organised, capital inten¬ 
sive, high technology, profitable, and fast 
growing sub-system. Since there is overall 
shortage of excellent breed all the pureline 
breeding units are able to sell the parent 
stock they produce to the hatcheries. With 
the implementation pf the government’s 
decision to ban import of parent stock, the 
profitability of these units is likely to in¬ 
crease. The hatcheries command remunera¬ 
tive prices for their chicks because each hat¬ 
chery has developed a market for its product. 
Out of the 282 hatcheries in 1982, 127 were 
in the private sector. Since the quality of 
chicks is only one of the many factors af¬ 
fecting the output of eggs, all types of hat¬ 
cheries are able to survive, because it is dif¬ 
ficult to trace low productivity to quality of 
chicks. Poultry equipment ranges from very 
simple earthen fe^ and water pots to 
soplusticated dressing plants and incubators. 
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Except for the latter cate^ry .of etj^iipnUSit 
all other equipment are product in the 
unorganised sector. Their availability is not 
a constraint. Profitability in poultry farming 
depends on feed cost since it constitutes a 
major component. Some ingredients like 
maize, oil extraction, or their substitutes may 
be locally available, while others such as fish 
meal and minerals may have to be brought 
from far away markets. Mixing costs are very 
nominal and margins are high. Farmers 
could mix their own feed but the major dif¬ 
ficulty would be in maintaining hygiene and 
quality of feed. Bulk buying of raw materials 
in the harvest season is necessary to control 
costs but this involves problems of storage 
and inventory co.st. If good quality of feed 
at reasonable price is to be ensured, control 
on the feed industry is important. 

Unlike backyard poultry, organised 
poultry needs close attention, firstly to 
ensure adequate and timely availability of 
feed and water and secondly to prevent out¬ 
break of diseases. Deep-litter and cage 
systems are used for rearing birds. T. e latter 
system has the advantage that every bird can 
be closely watched for health and produc¬ 
tivity. While the initial investment is high, 
it is more than offset by savings in cost of 
feed because of lower wastage. 

Lggs account for about 75 per cent of the 
total value of poultry produce. The tradi¬ 
tional egg marketing channel consists of a 
wholesaler in the production centre who col¬ 
lects eggs through agents. Eggs are sent to 
the nearest terminal .market where the egg 
dealers’ association determines the wholesale 
price everyday on the basis of stock on hand, 
expected arrival, and demand. [Since 1983 
price fixation at the Bombay market is done 
by the National Egg Co-ordination Commit¬ 
tee (NECC).] Wholesalers charge a margin 
of one paisa per egg. From terminal markets, 
eggs reach consumers through semi-whole¬ 
salers and retailers. The margin charged by 
retailers could vary considerably from 
locality to locality, ranging from five to fif¬ 
teen paise per egg.' The poultry farmers arc 
paid on a weekly basis a price which would 
be the average of prices prevailing during the 
week less handling and transportation ex¬ 
penses. The wholesalers make speculative 
gains through price fluctuatioas. In addition 
their inventory is entirely financed by the 
producers. The producers gel only the 
residual price. Thus the producers are com¬ 
pletely at the mercy of the traders and have 
no power to ensure a remunerative price for 
their produce. This situation is changing 
with NECC assuming an important role in 
price determination. 

Demand for eggs fluctuates widely within 
the year. In summer months, for example, 
the demand could be about SO per cent of 
the demand in winter. The prices of eggs also 
fluctuate with seasons. Unless the produc¬ 
tion cycle is perfectly matched with the 
demand pattern, the producers may lose 
because of unremunerative prices. In short, 
the uncertainties about the profitability of 
producing eggs are quite high and need to 
be contained to ensure growth of the in¬ 
dustry. Market for broilers is limited to in- 
sthutional buyers and the relatively richer 
segments of society. Spent birds and manure. 


the two by-products, are sold in unorganised 
markets where prices are largely determined 
by local conditions. 

Out of the eight sub-systems described 
above, in our opinion, pureline breeding, 
medicine, hatchery, poultry equipment 
manufacturing, storage and processing are 
not critical for the management of poultry 
as an RDF'. Feed mixing, bird rearing and 
marketing are the three most relevant sub¬ 
systems which should be managed well if 
poultry is to be a successful RDP. 

(ii) Identification of Risky Activities: 
Given this scenario in different sub-systems, 
to popularise poultry among the socially and 
economically weaker sections, the areas of 
risks associated with poultry need to be iden¬ 
tified. While formulating poultry program¬ 
mes certain assumptions on critical aspects 
like mortality rate, yield of eggs per cycle, 
pi ices of eggs, and cost of feed are made. 
The viability of a unit is worked out on the 
basis of values assumed for these variables. 
The actual figures could turn out to be quite 
different and losses have to be borne entirely 
by poultry farmers. Unless these risks and 
consequent losses to farmers are reduced, 
poultry has little chance of succeeding as an 
RDP. 

(iii) Strategy Formulation for Success of 
RDP: Firstly, price of eggs tends to fluctuate 
widely resulting in losses to farmers. This 
implies that the programme should have 
control on marketing of eggs. Marketing ar¬ 
rangement for poultry output should form 
an integral part of the RDP if the scheme 
IS to he successful. For instance, the 
marketing arrangement of eggs was studied 
at Delhi and Ahmedabad. A survey of 
retailers indicated that the average margin 


charged at Delhi was about 5 paise per egg 
while it was about 10 paise per egg at 
Ahmedabad. These were the margins charg¬ 
ed in summer. In winter the margins were 
still higher. The retailers received their sup¬ 
plies from wholesalers on credit and a typical 
retail outlet sold between 100 and 300 eggs 
a day. The wholesalers themselves earned a 
margin of 2 paise per egg and received credit 
from thc'ptoiducers. Thus the channel earned 
about 7 to 12 paise per egg without locking 
up any capital. The consumer survey in¬ 
dicated that they were sensitive to price but 
rarely sought to verify its reasonableness. 
They were also unaware of the_sources of in¬ 
formation of wholesale price’ of eggs. The 
consumers preferred being served at their 
doorsteps. There appeared to be a popular 
belief that eggs were not good for health in 
summer and eggs consumption went down 
significantly in the summer months. Two 
important guidelines emerge for marketing 
of eggs from these surveys: 

i) Eggs should be supplied to consumers 
as close to their residences as possible. 

ii) The cost of irarketing from producer 
to consumer should not exceed say 10 
paise. 

These guidelines were used to designing 
a strategy for retailing eggs. TNvo systems of 
retailing eggs, namely the fixed outlet system 
and the mobile outlet system, were con¬ 
sidered. It was found that the mobile system 
of marketing would be effective. The bicak- 
evcti level of sales was 42 per cent for the 
mobile system and 82 per cent for fixed 
outlet (arnexure I). The study has shown 
that collating one lakh eggs from producers 
and retailing them to consumers though 
mobile retail outlets is viable at a gross 
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margin of 10 paise per 
Secondly, keeping the mortality rate 
within limits is important to make the 
poultry programme successful. Chick rear¬ 
ing upto 20 weeks needs extreme care 
bwause the mortality rate is high at this 
stage and there is no income generation. 
Most poultry farmers, owing to working 
capital crunch, may not feed the birds well 
resulting in low productivity, so delinking 
chick and layer rearing is a sound proposi¬ 
tion to reduce mortality, increase yield, and, 
more importantly, reduce the working 
capital needs. Chick rearing 'has to be cen- 
tr^ised and layer bird rearing as a decentra¬ 
lised activity. The number of birds to be 
reared by an individual would depend on the 
availability of space and time. Cages for 
rearing could be bought on hire purchase: 
so also layer birds. Feed could be delivered 
at farm gates every third or fourth day while 
collecting eggs. Instalments towards cages, 
birds, and cost of feed could be recovered 
from the price of eggs, if one lakh eggs are 
to be marketed per day assuming 70 per cent 


faying performance 1.S2 lakh layer birds 
should be reared annutdiy. Assuming 7 per 
cent mortality, I.6S lakh of one lakh of one 
day old chicks should be procured. 

Thirdly, availability of good quality feed 
at reasonable price is important. The RDP 
should have its own arrangements for sup¬ 
plying feed to beneficiaries. 

Generally, RDPs start with identifying 
beneficiaries, giving them facilities to pro¬ 
duce, and leaving them to survive or perish. 
At the time when they are faced with the 
problems of managing production and 
marketing, there is no one to help them. We 
suggest that the poultry scheme shouldyim 
set up a viable marketing system and then 
link it with the production system. Therefore 
any state wanting to promote a poultry pro¬ 
gramme for the weaker sections should first 
identify viable markets and supply eggs to 
this market. It should select two or three 
districts and within them a few contiguous 
talukas where the programme is to be im¬ 
plemented. At each district or taluka head¬ 
quarters a production unit with chick rearing 


Annexure I 


Ec onomic Anaiyses for Components of Production Activity to Three District 

Organisations _ ... 

(Rs lakh} 


Particulars 

Admini¬ 

strative 

Sections 

Fred 

Units 

Chicks 

Units 

Layer 

Units 

Egg Coll¬ 
ection 

All 

Sections 

1 Capital Investment 

1.20 

3.90 

12.05 

68.31 

2.91 

88.37 

II Annual fixed costs 

A Depreciation 

0.07 

0.35 

0.99 

4.90 

0.26 

6.57 

B Administrative and 

other overheads 

2.31 

2.25 

2.54 

— 

0.23 

7.33 

III Annual variable costs 

C Chick/birds 

— 


9.90 

37.95 

— 

9.90* 

D Raw materials/feed 

— 

112.50 

23.29 

83.48 

— 

112.50* 

E Other variable costs 

— 

— 

3.17 

5.86 

0.45 

9.48 

Tbtal (A to E) 

2.38 

115.00 

39.89 

132.19 

1.04 

145.78 

IV Working capital needs 

2.31 

12.63 

18.18 

7.45 

0.68 

45.00 

V Annual revenue 

— 

120.00 

41.12** 

178.31 ^ 

— 

I81.4S 

VI Breakeven (Per Cent) 

— 

35 

74 

10 

— 

28 


Notes-. * Birds and feed being intermediary products are not included in total costs for the 
integrated system. 

** Includes value of droppings and 20 week old birds. The birds* value however is not 
included in overall revenue. 

+ Includes value of droppings, spent birds, and eggs. 


Annexure II 


COMPARATtVE ECONOMteS OF FIXED AND MOBILE OUTLETS FOR MARXEIINCi 
One Lakh Eggs Per Day 


(Rs WO} 


Particulars 

Fixed Outlets 

Mobile Outlets 

Investment in vehicles, furniture and 

fixtures, etc 

670 

2,150 

II Annual fixed costs 

A Depreciation 

67 

215 

B Administrative overheads 

1,976 

926 

III Annual variable costs 

A Other overheads 

534 

60 

B Furl ,^w* maintenance of vehicles 

too 

400 

C Days 

200 

200 

D Eggs 

14,822 

14,822 

Ibtal 

17,699 

16,623 

IV Working capital requirements 

3,447 

975 

V Annual revenue 

18,230 

18,250 

VI Breakeven (per cent) 

82 

43 


facilitita coiiU. be up, wUeb WlU supi^y 
hiyer birds to poultry farmers within say 20 
to 30 kms. This un^ can provide facilities 
like cages, ^ultry feed, veMrinary services, 
and layer birds to idoitified indivhluals and 
collect eggs. All amounts recoverable {torn 
beneficiaries should be deducted from the 
amount payable against eggs supplied. In 
case a beneficiary decides to withdraw from 
the scheme, the facilities could be transferred 
to another beneficiary at the written down 
value. This way the investments made on the 
productive assets would not remain idle. 

As stated earlier selling one lakh eggs 
daily would be viable. To provide one lakh 
eggs, 1.6S lakh chicks should be reared. Since 
it would be desirable to support decentralis¬ 
ed production, three production units can 
be set up. Each of these should have a feed 
mixing plant of 10 mt capacity per day, and 
a chick rearing unit of eleven thousand 
chicks (S cycles) with a veterinary doctor as 
manager. The RDP instead of directly finan¬ 
cing individuals should finance through 
these production units (see annexure 11 for 
data on viable production Unit). 

The form of organisation could be a cor¬ 
poration, a registered institution, a Joint 
stock company, or a co-operative. If it is a 
co-operative the marketing organisation 
could be a regional or state poultry co¬ 
operative federation and the production 
units could.be its member primary poultry 
co-operative societies. 

IV 

(^onc'lusion 

I ike poultiy, enterprise oriented RDPs 
around piggery, pisiculturc, sericulture, 
dairy, rural industries, agro processing, etc. 
could be developed. Before implementing 
the cntcrpiise oriented RDP. it is necessary 
to carry out three preparatory exercises. 
I hese arc: (1) a systems analysis of the pro¬ 
posed enterprise to identify the sub-systems 
which need to be included in the RDP 
scheme, (2) identify various risky activities 
in the sub-systems’ to ensure that they do 
not affect the beneficiaries; and (3) for¬ 
mulate a strategy for operationalising the 
RDP. Through the example, of poultry 
scheme, we have demonstrated that produc¬ 
tion could be decentralised in a way that a 
large number of per.sons could benefit. Since 
viability has been ensured at production cen¬ 
tres and marketing levels, the whole pro¬ 
gramme is made financially self supporting. 
In a well thought out programme, subsidy 
which is assumed as an .essential ingredient 
to make any RDP successful, can even be 
totally eliminated. The key elements of any 
programme planning and implementation 
should be to make the activity viable at 
marketing and production level, make pro¬ 
duction at benefeiary level size neutral, and 
insulate the beneficiary from risks of the 
enterprise. 


Note 

1 S K Barua, ‘Rural Development Program- 
'mes; A Management Approach*. Working 
Paper No 367, Indian Institute of Manage¬ 
ment, Ahmedabad, iuly 1985. 
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liters in District Administration 

Need for a Policy Approach 

Mukul Sanwal 



Microcomputers have a revolutionary potential in district administration, because they will facilitate the 
institutional changes needed by the new paradigm. The requirements of developing human resources—catering 
to large numbers of clients who are geographically dispersed with a variety of programmes—is an information- 
intensive activity. Development also requires a decentralised concept of working which will be facilitated, and 
reirtforced, with the use of microcomputers by administrators at the local level, rather than limit computerisatiot 
to EDP cells at headquarters. The user needs can be served quite adequately by the standard software that i 
freely available. This organisation development exercise is not dependent on cost reductions or computer 
programmers, rather it requires an explicit policy, an innovative approach, and strong government support, 
particularly from training institutes and top level administrators. 


MICROCOMPUTERS have a revolutionary 
potential in district administration. As per¬ 
sonal computers they are affordable, easy to 
install and maintain, function properly 
under normal environmental conditions, do 
not require computer technicians or specia¬ 
lised skills for full utilisation, can perform 
a vast number of tasks and can be placed 
conveniently at the user's desk. Dramatic 
reductions in the cost of obtaining and pro¬ 
cessing information are already changing the 
way programmes arc implemented. Most 
administrators recognise that the technology 
can no longer be limited to EDP cells. They 
are aware of the need to be able to directly 
use the new technology but because the 
change is so rapid they do not know how. 

Several factors have inhibited the growth 
of microcomputers in development admini¬ 
stration. Senior administrators are ill at ease 
tising the machines; there arc budget cuts on 
contingencies and new equipment for 
offices. Computer specialists also generally 
advocate mainframe systems with remote 
terminals. Schools o( development admini¬ 
stration also do not teach regular courses on 
microcomputing; Harvaid University started 
such courses one year ago, the Economic 
Development Institute of the World Bank 
has yet to use computers in instruction 
(EDI, 1986) and, the National Academy of 
Administration, in India, has just acquired 
microcomputers. Even the most technically 
sophisticated universities—the Carnegie- 
Mcllon University in Pittsburgh and the 
Ma.s.sachusctts Institute of Technology in 
Cambridge, USA--are still in the process of 
defining hardware needs and software 
di'sclopmeni for their micros (fxonomisi, 
1986a). 

W here instruction has started the results 
arc vers encouraging. At the Administrative 
liuiiung Institute, in Nainital, computer 
instruction on microcomputers has been 
going on for over a year in all the courses; 
these .sessions are among.st the most popular, 
with trainees wanting hands-on experience 
and also knowledge of applications. Local- 
level officers take to microcomputers with 
user friendly software quite easily, especially 
If they have been involved early in the effort 
(Bhatnagar and Jajoo, 1985). Micro¬ 
computer use is not widespreafd only because 
their strategic significance has not been 
realised. District computerisation is also 


necessary for the success of national com¬ 
puterisation. Local systems supporting the 
daily tasks, at the level where data collection 
is done, are complementary for ensuring 
data quality and use of computers at the 
central level. It is, therefore, necessary to 
promote local level computerisation. 

This paper aims to help development 
administrators in the field to exploit the 
potential of the microcomputer revolution. 
How will microcomputers effect the growing 
emphasis on reaching the poor and ensuring 
productivity of investment? What stiategies 
should governments pursue to exploit the 
new technology? What are the implications 
for district, local or, field level admini¬ 
strators? What should be their priorities? 
The paper is in four parts. The first part 
discusses the reasons why microcomputers 
have acquired strategic significance. The 
second part describes microcomputer 
applications using standard software. The 
third part suggests a procedure to assist the 
development administrators to assess the role 
of microcomputers and to help define 
priorities to turn it to their advantage. 
Finally, a policy outline for introduction of 
microcomputers at the local and project level 
is suggested. 

I 

The key elements of microcomputers are 
vast improvements in the cost, capacity and 
speed of handling information. Reduction 
in the size of electronic circuits have gone 
along with increases in the amount of infor¬ 
mation that can be stored or processed in 
a chip. The cost per logic unit of Random 
Access Memories (RAMs) has declined by 
over thirty per cent in the last ten years and 
the trend in cost reduction is likely to 
increase (Sole and Dosi, 1983). Prices of 
computer hardware are falling by about a 
third each year. Secondly, since the chips are 
programmable, they can be adapted to a 
wide variety of applications. Thirdly, 
increasing chip density leads to an increase 
in the amount and decrease in the time 
required to process information. Since 
dei^opment ^ministration largely relies on 
ptocessing and transmitting information, the 
range of applications is widcand will have 
powerful multiplier effects. 

From the experience of developed coun¬ 


tries five factors are relevant for developing 
countries. First, microelectronics will 
transform not only outputs but also pro¬ 
cesses and human interaction. The use of 
microcomputers will be an important source 
of skill and innovation in administration as 
a whole (Stewart and Carson. 1983). Second, 
rural development, with a vast database, 
particularly the anti-poverty programmes 
where governments seek to reach large 
numbers of dispened groups through a 
variety of sectoral programmes, will come 
to depend heavily on capabilities to adapt 
and use microelectronics. Microcomputer 
workstations also offer many more cap¬ 
abilities than those offered by terminals for 
accessing on-line database services from 
mainframes (Christie, 1986). Third, along- 
with process lationalisaiion and cost- 
reduction will come a tendency for increased 
centralisation oi control (Perez, 1983). 
Fourth, as the problems computers are called 
upoi. to solve become complex, the software 
becomes all the more important. In fact, the 
use of computers is becoming increasingly 
dependent on software {Economist, 1986b) 
Fifth, microcomputers usually do not work 
together; incompatibility lies at three 
levels—the micioproccs.sor “brain”, the 
“operating system”, and the formatting of 
data. The plethora of choice is off-putting 
to the technically unsophisticated customer. 
These antithetical trends need to be obser¬ 
ved, understood and moderated by develop¬ 
ment administration. 

The question is not really of the potential 
of microcomputers but the rate of adoption 
and its effects on the administrative process. 
The concern in developed countries has been 
with the quantitative impact of automation, 
on productivity rise and employment 
decline, and the various studies have not 
been able io come to a definite conclusion 
on both these issues {World Development, 
1985). The growth of microcomputer 
applications in public administration in 
developed countries has also been slow 
(Garson, 1983). 

Enough case studies are available to indi¬ 
cate obstacles, with lessons for development 
administration. First, there is managerial 
resistance to change, organisational rigidities 
and the reliance on time-tested rules, pro¬ 
cedures and methods of work (Naisbitt and 
Aburdene, 1985). Second, there is a lack of 
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appropriate software and skills in systems 
analysis, which are needed because of the 
complex nature of the technology and the 
fundamental changes in the organisation 
processes that it will involve (IBM, I98S). 
Third microcomputers, though costing only 
as much as a transport vehicle still require 
high capital costs, as well as extended user¬ 
learning before substantial gains can be 
obtained (Salerno, 1985). These problems, 
common to all innovation prdeesses, under¬ 
line the fact that the rate of adoption will 
not depend the reduction in the price of 
microcomputers but rather on understand¬ 
ing their strategic significance. 

Since it is service-oriented, the introduc¬ 
tion of microcomputers is more an exercise 
in organisation development than a techno- 
logicsd innovation. Consequently, people 
problems need to be tackled before introduc¬ 
tion of the hardware; administrators lack of 
confidence, passive resistance to new tech¬ 
niques and procedures, and gradual and 
rational adaptation. Once the teething 
troubles have been overcome, micro¬ 
computers have the potential to improve the 
nature and quality of services provided to 
the public. 

II 

Microcomputers can do a great deal for 
development administrators, and arc already 
competing with mainframes in the perfor¬ 
mance of many administrative functions at 
the local level (Sanwal, 1986). The applica¬ 
tions, using standard software fall into the 
following categories: (I) Report-writing; 

(2) Monitoring and financial analysis; 

(3) District planning; and (4) Maintenance 
and support functions. Wordstar, lx>tus 
1-2-3, and DBase Ill are the most popular 
micro software in the government, in US 
(Kirchner, 1986). 

1 Report-writing with word processing 
alone justifies the purchase of a micro¬ 
computer. All field units have to send a 
number of monthly, quarterly and annual 
reports. Their timeliness and easy retrieval 
can now be made possible for field admini¬ 
strators. Additional drafts become easy and 
the text can be output automatically in a 
variety of formats without retyping. By 
using miciocomputers there will be a dis¬ 
cernible improvement in productivity, in 
qualitative as well as quantitative terms. 

2 Monitoring and financial analysis with 
the use of spread sheet packages can now 
be handled by managers who otherwise 
found statistics inconvenient. This includes 
descriptive statistics (means, deviation, 
ranges), cross-tabulations and frequencies 
(absolutes, percentages, cumulative decile 
values), correlation, regression and analysis 
of vari?“-'e. The power of the spreadsheet 
conies from the capability to make calcula¬ 
tions, to rapidly change and update basic 
data, and to recalculate the results. There is 
potential for administrators to understand; 

—why some projects, programmes or 
areas are more productive than others. 
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—what are the past trends and what are 
likely to be future projections, 

—the implications of cost-benefit 
analysis, delay and cost reduction, and, 
—the effects on plans by examining 
various alternatives. 

As microcomputers become available in 
district and project offices, complex plan¬ 
ning techiques will become widespread. In 
India, on an average, Rs 200 million is spent 
annually by each district, and, this would 
be true for a number of developing coun¬ 
tries. Monitoring is presently based on 
budget data without taking into account 
performance data because of the large 
number of schemes; audit is primarily of 
office procedure; and, evaluation, when con¬ 
ducted, is cursory and the reports come too 
late to provide feedback. An exercise based 
on agreed norms and with facilities for 
asking “what if’ queries, with graphed 
manipulations, facilitates analysis critical in 
decision-making and implementation. 

3 District planning with data base 
management enables administrators to keep 
track of a large number of clients or 
beneficiaries, employees, projects and cases. 
This information can be searched, sorted, 
selected and printed according to the 
administrator’s needs. The data base can 
generate reports (interfaced with the word 
processing package), and be presented 
graphically (with a graphic package). 
Administrators can determine in an easily 
comprehensible manner 

—scheme or project-wise status, 

—time and cost overruns, 

—exception performance reporting, 
—comparisons between activities, legions 
and time periods, and 
—locations and priorities for funds. 
Spatial planning has suffered not only 
because of lack of expertise and political s. ill 
but also because of lack of administrative 
capability. The disbursal of subsidy to large 
numbers of beneficiaries and implementa¬ 
tion of a multiplicity of small projects over 
disbursed locations requires a decision sup¬ 
port system for selection, audit and evalua¬ 
tion purposes. Microcomputers put the 
answers for effective decision-making within 
easy reach of administrators at the field 
level, where the decisions are required to be 
taken: decentralisation is a necessary pre¬ 
condition for development administration. 

4 Microcomputers can easily handle main¬ 
tenance and support functions. Admini¬ 
strative applications on standard software 
include personnel files, the monthly pay-bill, 
pension slips, budget accounts, ledger, 
accounts payable and receivable, inventories, 
as well as packages for critical path analysis, 
including allocation of costs as well as time. 
For effective development administration an 
important administrative reform is improve¬ 
ment of routine tasks. 

Routine administration takes up nearly 
three-fourths of the time of all public 
managers and its neglect, because of the 
pressure of dealing with investment, has in 


turn affected the capacity for optimum 
utilisation of new investment. As automa¬ 
tion cuts the time officials spend on admini¬ 
stration, they can devote more energy to 
taking strategic decisions and providing 
better services. Microcomputers will facili¬ 
tate decentralisation of the budget with 
timely information flows for corrective 
measures, better coordination at the local 
levd because of sharing of information, and, 
provide motivation to the field level staff by 
their involvement in decision-making. It is 
the increase in productivity at the field 
level that is going to have a revolutionary 
impact on the outcomes of development 
administration. 

Ill 

Development administrators can follow 
three steps to take advantage of the oppor¬ 
tunities that microcomputer revolution has 
created, and, go beyond the current applica¬ 
tions—which merely involves rationalisation 
or automation of existing procedures to 
more value-added refinements in the types 
of applications. 

lUtNIlFY lNFX)RMATION INTENSIVE 
Activities 

Microcomputers arc likely to play a 
strategic role in number of approvals from 
different officials, a number of steps in the 
sanction process, a number of variations in 
the nature of output, a long span and geo¬ 
graphical dispersal. Secondly, programmes 
characterised by a services requirement— 
which requires the beneficiary to process a 
lot of information, has multiple uses, whose 
operation requires flexibility and outcomes 
need to be monitored. Thirdly, programmes 
characterised by the need for decentra¬ 
lisation—which require village-level bureau¬ 
crats to take selection decisions. 

Microcomputers should be seen as an 
essential component of development infra¬ 
structure. The new people-centred develop¬ 
ment paradigm is decision-intensive; selec¬ 
tion decisions are .based on information 
rather than planning or investments, and, 
implementation is client rather than pro¬ 
gramme based; requiring flexibility and 
adaptability rather than uniformity of treat¬ 
ment (Cernea, 1985; Baum and Tolbert, 
1985; Esman and Uphoff, 1984). The 
decentralisation potential of the new 
paradigm and the changes in the socio- 
institutional framework taking place, opens 
new paths to reform bureaucracies which 
have become a cumbersome and costly 
bottleneck (World Bank, 1983). Just as 
industrialisation was facilitated by the public 
provision of national statistics for marketing 
and production planning, development 
administration requires recognition of local 
conditions, needs and segmented clients, for 
effective impact across programmes and 
activities within each programme Multiuser 
multitasking facilities provided by the 
PC-AT can enable the district administrator 
to make full use of the human potential for 



development. 

Runl devriopment requires mote infor¬ 
mation processing than physical processing. 
Not only record-keeping and accounting, 
also repetitive clerical function can be 
automated (Him 1982). Information that 
was not avaUabie Wore can be cdlected for 
more comprehensive analysis and use e g, 
in rural credit, child health, education. The 
numbers of variable!!, scenarios and alter¬ 
native strategies that can be evaluated will 
grow dramatically, e g, spatial planning 
(location) and investment (allocation) 
Wision. Microcomputers will also affect 
how activities are performed by increasing 
speed, accuracy and flexibility when com¬ 
pared to manually operated systems; parti¬ 
cularly in beneHciary oriented programmes. 
Microcomputers will act as a catalyst to 
enable the institutional changes required in 
development administration to be affected 
smoothly. 

Anticipate Changes in 

ORGANISATION STRUCTURE 

Organisational boundaries will change, 
and the nature and pace of the change 
should be understood, anticipated and con¬ 
trolled. Administrators will need to create 
new activities through diversification, by 
using information generated by other 
organisations, or, by giving information or 
other organisations and utilising minimum 
internal capacity. 

There will be a declinV in the number and 
role of district-level, or middle-level, 
managers and co-ordination needs. The 
arrangements for organisational linkages 
will also undergo a fundamental change and 
MIS, planning and decentralisation (through 
inter-relationships) and participation 
(through greater teneficiary influence), all 
important criteria in the success of the anti¬ 
poverty programmes, will acquire new mean¬ 
ings with new processes not dependent on 
the ability of individual administrators. The 
easy accessibility of information and sharing 
of data and the development of broad multi¬ 
purpose skills even in those with narrow 
specialisations, will lead to flexibility in 
decision-making. This will ease bureaucratic 
politics and bargainiAg relationships, 
especially in allocation and location deci¬ 
sion, the major decisions development 
administrators are required to make. This 
will lead to the emergence of a new otganisa- 
tiorud model for rural development based on 
an interactive system (Kipilinsky, 1984), with 
linkages and relationships rather than a 
detailed deflnition of tasks—a flow system 
of information decisions, activities and 
evaluation. The stress on expanded goals, 
greater participation of field levr'. bureau¬ 
crats and clients as well as relatively low 
cost on-line monitoring will replace the 
present model with planning divorced from 
implementation. 

SEEK Ways to Serve new Segments 

Inter-relationships with other program¬ 
mes, cost reduction and flexibility can 
provide new approaches to the problems of 
poverty. Microcomputers* will change the 


output of administration, by modifying or 
adding features to cater to exceptions, by 
being more service oriented, and, being con¬ 
cerned with outcomes rather than only 
input. The ‘kanban' or mode of production 
of Japanese automobile manufacture with 
flexible manufacturing systems and re¬ 
structuring of component supply has im¬ 
portant technological and organisational 
lessons for anti-poverty pn^ammes that go 
far beyond logistics, cost reduction and 
bureaucratic rents in the selection, scrutiny, 
sanction, disbursal and follow-up of benefits 
to beneficiaries. Beneficiaries will now have 
access to information, at present kept secure 
in office flies, and get their needs in a way 
that cuts down delay. With the facilities for 
integrating data on the basis on pre¬ 
determined norms, service has become more 
of a commodity (Porter and Miliar, 1985). 
Linkages within as well as interdependencies 
with the outside can be optimised not juft 
in-service delivery but in other activities 
which have an impact on development 
objectives, eg, selection and follow-up. 
Microcomputers will improve the quality of 
decision-making at the local level. 

The range of activities will increase. For 
example, the ability to exploit relationships 
between different projects and programmes, 
sectors, institutions, interest groups or 
geographic areas in extension, input supply 
and monitoring, or to concentrate on a parti¬ 
cular target segment with unusual needs at 
lower cost is needed in family welfare. 
Graphics can display locations, a vital 
feature in spatial planning. The caoabiUty 
of computers to flexibly analyse data and 
evaluate the result of various courses of 
action suggested by different actors can 
provide a common ground for decision¬ 
making, where trade-offs are to be made and 
consensus developed. This will ensure better 
availability of supplies and services, as well 
as their continu^ use. 

The rate of diffusioh and the beneficial 
effect of the technology will vary across 
nations, institutional arrangements, will 
improve the efficiency of existing systems, 
increase their capacity for service delivery 
and promote local development. Where 
adoption is slow the technological gap will 
grow larger. The use of microcomputers is 
not a cure for backwardness but the implica¬ 
tions for regional disparities need to be 
.studied, and all areas, along with major 


sectors, should be encouraged and aided to 
simultaneously adopt the new technology. 

A significant implication for development 
administration is this need to recognise the 
social-effects of this new mode of growth. 
Security consciousness and data integrity 
will nei^ to be worried about; the effects of 
false and misleading data and errors will be 
magnified because of the targe number of 
persons who share the data. There will be 
changes in the labour processes, there can 
be structural unemployment and, new pat¬ 
terns of social behaviour will emerge. Job 
assignments will become flexible and 
classifications will be reduced, particularly 
between and within the lower rungs of 
central bureaucracies, field staff and office 
clerks. Tb avoid the inherent tendency in 
administrative reform towards centralisation, 
organisation development will call for drastic 
changes in traditional ways of doing work, 
in personnel policies, office procedure and 
operating manuals. Microcomputers will 
promote a flatter hierarchy; network struc¬ 
tures and better access to facts, and a more 
open administration. The information 
technology will shape both the way organisa¬ 
tions work and the way people work within 
them. 

IV 

An explicit policy for the introduction of 
microcomputers at the district and project 
level is needed. The microcomputer policy 
should: 

—focus on long-term planning and invest¬ 
ment rather than ai hoc decisions, 

—provide co-ordination amongst infor¬ 
mation systems and integration of data 
across departments, 

—enable spatial analysis through 
graphics, 

—determine responsibilities for vendors 
and inventives for users, and, 

—ensure prior training. 

A policy is needed because micro¬ 
computers also have their pitfalls and many 
costly mistakes have been made in the past. 
The most important part of selecting a com¬ 
puter system is to define what the system is 
going to do, rather than merely look at the 
machine (see table I). Another common 
mistake is buying too little microcomputer. 
Vendors are interested in disposing of 
outdated machines and clients are not .aware 
of the future applications that will inevitably 


Tablf : Selfcting a Microcomputer System 
Usual Procedure Recommended Procedure 


1 Awareness of poteniiad for computer 
use 

2 Explore alternative brands of 
computer hardware 

3 Decide brand if any 

1 Specifications in terms of design 

2 No vendor responsibility 

3 Limited understanding of the potential 
for computer use 


Approach 

1 Identification of Information needs 

2 Evaluate software available for the needs 

3 Select appropriate hardware system 
Results 

1 Requimeut.s in terms of functions and 
performance 

2 Validation of vendor proposals 

3 A decision based on the capabilities of the 
system 
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be thought of once the full potential of the 
capabilities of microcomputen are realised. 
Ill-considered investments can place an elec¬ 
tronics straitjacket on the the organisation. 

Costs also include items usually not 
included by vendors when they approach a 
piDspeaive client; on an average, installation 
costs double the invc.stment and main¬ 
tenance accounts for a quarter of the com¬ 
puter budget. If budgetary provisions are not 
initially made operations can be delayed, 
even for years. 

In considering sy.sicms it is important to 
keep in mind that disk storage is as im¬ 
portant as memory size; hard disks are better 
than the conventional floppy disks. These 
mass storage devices are needed for the large 
number of eases that will be processed. 
Integration of the various software is also 
crucial, as administrators will not be writing 
original programmes, and standard operat¬ 
ing systems will need to be adopted. The 
extensive me of microcomputers will depend 
on the use of standard .software, government 
support and innovative modes of intervention. 

As with all managerial activities, successful 
computerisation will need to be thoroughly 
prepared and carefully implemented. From 
the experiences gained so far certain opera¬ 
tional principles can be deduced. Firstly, 
computerisation should be designed for 
limited impact rather than sweeping reform, 
with certain activities being taken up at rust 
and then expanded incrementally. Secondly, 
software should be kept simple, flexible and 
appropriate to the capacities of the organisa¬ 
tion. Thirdly, successful application require 
a period of testing and considerable period 
of gestation. Fourthly, a component of train¬ 
ing for central administrators, local officers 
as well as operators will be needed. Fifthly, 
initially existing data and formats should be 
used rather than ask the clerks or field staff 
to fill-up detailed format, without dis¬ 
continuing the old one or establishing the 
validity and utility of computerisation: 
computerisation should ease rather than 
increase the workload at the lowest levels of 
the bureaucracy. Sixth, employees should be 
involved early in the planning of automa¬ 
tion, as it boosts morale and their willing¬ 
ness to work with new systems. These 
features need to be built into the policies if 
they are to succeed. 

V 

Microcomputers have a greater role in 
development administration than in public 
administration in developed countries. Com¬ 
puters alone can enable effective decisions 
involving large numbers of actors, activities 
and areas. The new technology also gives 
new meaning to concepts like decenttalisa- 
tion, integration, co-ordination and parti¬ 
cipation, which continue to be debated by 
writers on development. It will act as a 
catalyst in reorganising institutional arrange-' 
ments at the field level, in the desired direc¬ 
tion. Microcomputers will create the techno¬ 
logical conditions for the institutionalisation 
of the new development paradigm. 

For development administration to take 


advantage of the new opportunities, the 
bureaucracy will need to adopt a fledble and 
innovative stance. Building softwtuv cap¬ 
ability will have to be an essential feature 
and telecommunications will need attention 
for better communication. The use of micro¬ 
computers will rise not only in industry 
transportation, police and urban manage¬ 
ment (as in the developed countries) but also 
in con.struction, land records, agriculture, 
education and health service, in the near 
future. Microcomputers will enable better 
budgeting, planning and monitoring of 
investment at the local level. 

Administrators should develop an action 
plan for procedural and organisational 
changes. The responsibility for systems 
development should not be limited to the 
EDP department but distributed widely in 
the organisation, including district level 
administrators, for cross-functional linkages. 
Unless the numerous applications are used 
by top level administrators, many benefits 
of microcomputers will be lost. 

Microcomputers have the potential not 
only to improve office productivity and cut 
costs but also the quality of decision¬ 
making. Microcomputers will change the 
way governments operate internally as well 
as altering relationships among admini¬ 
strators departments, programmes and 
clients. Microcomputers will not remain a 
support system but create substantial and 
sustainable improvements in the process of 
district development. 

It is now upto the finance departments 
and training institutes to move purposefully 
in this direction, and for national policy and 
international agencies, to facilitate standar¬ 
disation and uniformity of the systems and 
practices together, to encourage use of the 
new technology e.stabli$h co-ordination in 
development of software; establish a code 
for selecting hardware; establish respon¬ 
sibilities for sharing efforts and experiences. 

It is not going to be easy to introduce 
these machines into compiei administrative 
processes at the district level. It has proved 
to be difficult enough in the developed coun¬ 
tries, where the process is still going on. 
Developing countries have already made a 
begining in introducing micros, it is now 
vital that they determine their own frame¬ 
work within which departmental local level 
administrators can be encouraged to intro¬ 
duce micros. Such an organised proliferation 
is a pre-condition for creating the needed 
organisational culture, in order to prepare 
the ground for the vastly greater problems 
of creating maintaining and using large data 
bases through networking and multiple 
access. 
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Let the Workers Own and Manage 

V M Daadekar 

tt will be wrong to reject employee stock ownership simply because the idea has come from the governments 
and spokesmen of liberal capitalism and because, if accepted, it may make it easier for capitalism to manage 
its crises better and survive. The reievant question to ask is whether if capitalism trat^forms itself and survives 
in a new form in which the means of production are owned by the workers, wiii it be better or worse for labour 
than if capitalism continues in its present antagonistic form. 

A process should be immediately initiated by which the entire capital of a firm will come to be owned by its 
employees, not necessarily in one stroke but over a period of, say, 10-20 years. Undoubtedly, this constitutes a 
major political-economic reforms and it will be necessary to work out its details carefully. They are indicated 
here only in broad outline. 1b focus attention on the essentials, government and other non-profit-making institutions 
are left out and only companies in the private and public sectors are considered. 


IF we divide the Indian economy into 
two broad sectors, agricultural and non- 
agricultural, the agricultural sector con¬ 
stitutes, in terms of population, about two- 
thirds of the economy. The two sectors are 
marked by a glaring and increasing in¬ 
equality. This may be seen from table 1 in 
which is shown the per capita net domestic 
product in the two sectors over the period 
from 1951 to 1983 at constant 1970-71 prices. 

Clearly, the per capita NDP in the agri¬ 
cultural sector has remained more or less the 
same over a period of 30 years. On the other 
hand, in the same pcri^, the per capita 
NDP in the lion-agricultural sector more 
than doubled. In consequence, the differen¬ 
tial between the agriuiltural and the non- 
agricultural sectors, namely the ratio of per 
capita NL. ; in the two sectors, shown in the 
last column of the table, increased from 1.46 
in 1951-53 to 2.93 in 1976-83. The gap 
between the two sectors doubled. 

We may further divide the non-agricultural 
.sector into two broad sub-sectors called the 
organised (broadly speaking the public 
sector and the incorporated private sector) 
and the unorganised. The organised sector 
is capitalistically more developed than the 
unorganised sector and, in terms of popula¬ 
tion, constitutes a little over 10 per cent of 
the total economy. In table 2 is given the per 
capita NDP in the three sectors, agriculture, 
unorganised non-agriculture; and organised 
non-agriculture in 1970-71 and 1980-81 at 
current prices. (NDP at constant prices for 
the organised and the unorganised sectors 
arc not readily available.) 

It will be noticed that the per capita NDP 
in the three sectors is widely different and 
that the differences between the organised 
and the unorganised non-agricultural sectors 
is even greater than the difference between 
the unorganised non-agriculture and agri¬ 
culture; and further that, over the decade, 
the differences have widened. In 1970-71, the 
per capita NDPs in the three sectors were in 
the ratio of 1:1.8:4.2; in 1980-81, they were 
in the ratio of 1:2.3;S.7. Within the 
agricultural sector, there is a small amount 
of commercially viable and profitable 
agriculture and within the unorganised non- 
agricultural sector, there are a few pros¬ 
perous professionals such ias doctors and 
lawyers and also traders and moneylenders. 
If we sort these out, the disparities between 
the organised sector and the other two 


sectors will appear even more pronounced. 

An obvious explanation is that the pro¬ 
ductivity of labour in the organised sectoi 
is greater and that it has increased more than 
in the other two sectors. This is, of course, 
true and it may be attributed to better skills 
due to greater divi.sion of labour, more train¬ 
ing, greater work discipline, and improved 
management in this sector. But at the 
bottom of it all is the fact that there is 
invested more capital, including so-called 
capital in human beings, per worker in this 
sector than in the other two. Indeed, this is 
the capitalist sector of the Indian economy 
comparable in its organisation, motivation 
and method to the capitalist economies of 
the more developed countries of the world. 
The sector is characterised by a sharp divi¬ 
sion between two classes, capital and labour, 
or the capitalists and the workers, in perma¬ 
nent confrontation over the distribution of 
the net output; the capitalists seeking to 
maximise profits by ait means at their 
dispo.saI and the workers seeking to maxi¬ 
mise wages and other benefits again by all 
means at their disposal. In the midst of 
pervasive unemployment, disguised and 
undisguised, the workers in the organised 
sector have been able to secure guarantees 
for minimum wages, minimum bonus, 
dearness allowance, welfare benefits, and job 
security not only for themselves but in some 
instances for their progeny too, and are in 
a position to press their demands further. 
The government too is keen to do everything 


it can to please the organised workers. Fbr 
instance, during 1985-86, a series of 
measures were taken to benefit this class of 
workers. These included raising the limit on 
salary or wage on which bonus is payable 
from Rs 750 to Rs 1,600 per month. In the 
current year, this was further raised to 
Rs 2,500 per month. The rate of interest on 
general provident fund for government 
employees was raised from 10.5 to 12 per 
cent, lb lienefit other workers covered by the 
employees provident fund, coal n)ine$ 
provident fund act, and the like, interest on 
provident fund accretions invested in spedal 
depo.sits with government wa.s raised from 
II to 12 per cent and now upto 85 per cent 
of the accretions can be invested in these 
special deposits instead of the earlier limit 
of 30 per cent. The essential concept is that 
those who get should get it in full measure. 
On their part, the capitalists have been able 
to convince the government that, to meet the 
workei-s’ demands and maintain industrial 
peace; they need accumulate more capital for 
which the government must leave more post¬ 
tax profits in their hands. Thus, in this 
sector, capital accumulates, output grows, 
but only so many workers are let in as can 
be maintained at the stipulated minima of 
wages, benefits, and .security. This is the 
reason why the per cainta NDP in this sector 
increases as it has in the past three and a half 
decades. 

The conditions in the other two sectors, 
particularly in the agricultural sector, are 


Table I: Pi r Capita NDP in Aorkoltural and Non-Aoricultural StcioRS at 1970-71 Prices 


Period 


Agricultural 

Sector 

Rs 

Non-Agricuhural 

Sector 

Rs 

Non-Agricultural/ 

Agricultural 

Ratio 

1951-53 


405.66 

593.13 

1.46 

1954-58 


421.95 

677.34 

1.61 

1959-67 


401.91 

902.55 

2.25 

l%8-75 


398.83 

1068.97 

2.68 

1976-83 


415.61 

1216.78 

2.93 


Table 2: Per Capita NDP ai Current Prices 


Sector 

f 

1970-71 

Rs 

1980-81 

Rs 

As Multiple of Agriculture 
1970-71 1980-81 

Agriculture 

426.37 

859.60 

1.0 

1.0 

Unorganised non-agriculture 

765.15 

1937.05 

1.8 

2.3 

Organised non-agriculture 

1776.74 

4930.75 

4.2 

5.7 
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exactly the opposite. There is no minimum 
wage; or rather there is a minimum wage 
which in the absence of guarantee of 
employment is not effective Because there 
is no wage, there is of course no dearness 
allowance, no bonus, and no other benefits; 
because there is no job, there is no job 
security; and because there is no future, there 
is no provident fund to provide for. All those 
who are not admitted into the organised 
sector, are supposed to be employed here. 
Naturally, the per capita NDP in this sector 
is small. Further, the burden of population 
is so great that there is little room for capital 
accumulation: indeed, many survive by 
capital consumption. In consequence, the 
per capita NDP does not grow. The essential 
function of this sector is to hold the popula¬ 
tion at subsistence level until it moves out. 
Young people in this sector look enviously 
at the conditions in the organised sector and 
seek to enter by the front, the back or the 
side door. An entry into that sector is a 
privilege which provides not just for life of 
the entrant but almost perpetually for 
generations. 

In this dual economy, the government has 
the responsibility to appropriate a substan¬ 
tial part of the income generated in the 
organised prosperous sector and to transfer 
it to the other sectors for their support and 
development. The government has found it 
increasingly difficult to do this and recently 
seems to have given up not only hope but 
also the concept of this responsibility. To 
suggest any ceilings on wage and salary 
incomes would be anti-socialist and the 
government would not risk it because that 
is about the only element of socialism left 
in its policy. Higher corporate tax is not 
possible because the industry has convinced 
the government that to run a high wage 
industry needs higher capitai/worker ratio 
and hence larger profits to plough back. 
Quite independently, the government has 
convinced itself that this is also the right 
thing to do in the hope of catching up with 
the developed economies in technology and 
labour productivity even if of only a small 
fraction of the country's labour force. As a 
result, we have now a high cost highly 
capital-intensive sector which, at best, feeds 
on itself keeping at an arm’s length the rest 
of the economy in near stagnant condition. 
Strange as it may sound, the organised 
labour, in spite of its revolutionary rhetoric, 
has developed a taste for this form of 
capitalist development and indirectly fully 
supports and promotes it. Indeed, in the 
organised sector, class conflict is the facade; 
class collusion is the reality. The result is an 
Increasing gap between the organised and the' 
unorganised. 

Howsoever inequitous and unjust it may 
all seem, the present situation and the 
attitudes supporting and promoting it are 
unavoidable in a capitalist market economy 
which is what the Indian economy essen¬ 
tially is. The situation cannot be remedied 
without changing the mode of production 
in the organised sector of the economy. 
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Socialism is no more on the agenda. 
Experience shows that the class struggle in 
a small organised sector of the economy 
does not promote the cause of socialism. If 
only results in class collusion and that sector 
monopolising all the benefits of develop¬ 
ment leaving the rest of the economy 
watching with envious eyes. Nationalisation 
does not help. Experience shows that the 
class struggle continues undimmished even 
after the profits are no longer private and 
in fact have vanished. 1b end the class 
conflict in the organised sector, we must seek 
another solution. One possible solution to 
end the conflict between capital and labour 
is to end the separation b^ween the two. 
This is done if we make the workers of each 
firm the owners of its capital. 

Yugoslavia has been experimenting for the 
past three decades with a mode of produc¬ 
tion in which ownership and control of the 
means of production vest in the workers of 
each enterprise. There is, of course, no class 
conflict. In fact, there are no trade unions. 
That experience is of interest but not directly 
relevant to our purpose. Having chosen and 
made reasonable progress along the path of 
liberal democracy for almost four decades, 
the Yugoslav format is no longer a practic¬ 
able and possibly also not a desirable alter¬ 
native. W: should explore alternatives within 
the liberal framework. 

There is now considerable experience 
available on workers' ownership of equity 
capital both in the United States and the 
United Kingdom. It will be useful to teview 
it briefly. In the United States, tax incentives 
have been provided since 1974 to companies 
to establish what are called Employee Stock 
Ownership Plans (ESOP). The National 
Centre for Employee Ownership reported 
that in 1983 over 6,000 American corpora¬ 
tions had adopted these plans. Many ESOPs 
have been established in some of the largest 
firms and the number of employees covered 
by these plans probably amount to several 
million. 

The law requires a trust to be created for 
each ESOP to hold a part or whole of the 
stock of a company on behalf of its 
employees. Typically, the company makes a 
voluntary contribution out of its pioflts to 
the trust to acquire shares of the employing 
company for the employees. The limit on 
contributions is IS per cent of the employees’ 
pay in each year; but this is cumulative so 
that if the contribution in one year is only 
10 per cent, it may be 20 per cent the next 
year, subject to a maximum of 25 per cent 
in any single year. There is tax relief for the 
company on such contributions upto 15 per 
cem of the payroll. The law requires that 
each individu^’s holdings are carefully 
accounted for and provides that the shares 
will be distributed to workers automatically 
as they retire The law also requires that new 
employees shall be included in the com¬ 
pany's ESOP no later than after one year’s 
service The employees get their shares from 
the trustees on leaving employment, or on 
retirement, or after 10 years in the plan. 


whichever is later. The employee can demand 
cash or stock. If the company's shares are 
not traded on the stock exchange; the 
employee has a put option enabling him to 
sell the shares to the company at a fair 
market value. The company can howevo- pqi 
the shares over five years provided it pays 
appropriate interest. 

In companies in which the employees own 
more than 10 per cent of the tot^ stock, the 
employees have the voting rights. Further, 
for extraordinary resedutions requiring more 
than a majority vote, the employees have the 
voting rights even if thor stockholding is less 
than 10 per cent. Because the employees’ 
shares are held in a trust, there is the 
possibility of exercising the voting rights 
enblock in the interest of the employees. 

In the United Kingdom, the employee 
stockholding scheme was approved under 
the Finance Act 1978 and subsequently 
amended by the Finance Acts 1980, 1982, 
and 1983. All full time employees of the 
company with five or more years’ service are 
eligible to participate. The company makes 
an annual allocation out of its profits to the 
trustees of the scheme to secure shares on 
behalf of the participants which are appro¬ 
priated to the participants on the basis of 
pay or length of service provided the value 
of shares appropriated to a participant in 
any one year does not exceed 10 per cent of 
his earnings subject to a ceiling of 5,000 
pounds. The participants cannot sell, assign, 
charge or otherwise dispose of the shares for 
at least two years after appropriation except 
in case of death, statutory retirement, or 
termination of employment through injury, 
disability, or redundancy. The company 
obtains corporate tax relief for such con¬ 
tributions made. The participant is not 
subject to income tax at the time when the 
icKiwd-in shares ere appropriated to him. If, 
however, he should sell the shares or have 
them transferred to him within two to seven 
years of the date of appropriation, he is 
subjected to income tax on a percentage of 
the locked-in value which is defined as the 
value of shares at the date of sale/transfer 
or their initial market value whichever is 
lower. It will be noticed that the main 
difference between the American ESOP and 
the British employee share ownership scheme 
is that in ESOP the shares are held in trust 
much more firmly than in the British 
scheme. 

In western Europe, employee stock¬ 
holding schemes have run into trouble 
because of the demand of the trade unions 
to hold shares on behalf of their members 
in a collective fund. In spite of much 
political bargaining there has not been much 
progress as yet. Israel does not have any 
comparable employee stockholding schema 
Nevertheless, the triule union federation, the 
Histradut, has huge funds of its own and 
is the largest industrial concern in the 
country. Only 40 per cent of the Israeli 
economy is in the {Uivate sector, and 
the Histradut enterpr^s are the lar^t 
emi^oyers in the pul^c sector. Though 
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re^kable, this is, of course, not the same 
thing as employees owning the firm in wluch 
they are employed. 

IMe should mention that, both the US and 
‘he UK, the initiative for the employee 
ownership schemes has come not from the 
employees, not so much even from the 
employers as from the governments though, 
in UK, it was also supported by the Labour 
party. The contest was the economic stagna¬ 
tion of the 70$ with attendant capital 
shortage and capital flight and the employee 
ownership came to be considered as a pos¬ 
sible source of capital, in both the countries, 
the schemes ate voluntary, the legislation 
merely enabling the companies to set up such 
schemes if they so desire. Naturally, in the 
first instance, advantage was taken by com¬ 
panies which were facing closure. In these 
cases, the employees took over the com¬ 
panies almost wholesale. The entire stock 
was transferred to the employees aided by 
a bank loan to be repaid over a period by 
means of annual contributions the company 
would make from its profits. The cases 
received much publicity. But there are many 
other cases, not so mudi putdidsed, in which 
companies not in particular trouble have 
also set up such schemes and some of them 
are large companies. More generally, com¬ 
panies are seeking a more motivated labour 
force at reduced costs if possible but at least 
at costs which will not increase as steeply 
as they have in the past. 

Because of the particular contort in which 
employee stock ownership schemes have 
bem adopted, they have come to be associa¬ 
ted with industrial sickness, plant closures 
and hence with inevitable pay cuts. Con¬ 
sequently, the unions have had understand¬ 
able misgivings and have tended to perceive 
these schemes as denial of wages and 
benefits they have fought for and secured in 
the past. Moreover, in many cases, employees 
who became owners soon left their unions 
causing the employee ownership to be 
regarded a threat to the organisational 
integrity of the labour movement itself. It 
is necessary therefore to look at employee 
ownership in a wider contort. 

ESOS Scheme in India 

In India, the finance minister in his 
1985-86 budget speech mentioned that the 
government was considering the introduc¬ 
tion of a Employees' Stock Option Scheme 
(ESOS) for the employees and workers of 
companies to encourage thdr participation 
in management. The schenre or rather two 
schemes, one voluntary and the other com¬ 
pulsory, were announced in August 1985. 
The voluntary scheme is applicable to ail 
permanern/regular employees and esecutives 
of the company who will agree to desposit 
savings with the company at the rate of 
Rs sob or Rs 1000 or Rs 2,000 per annum 
for a period of five yean. They will be issued 
an instrument in the nature,of a convertible 
debenture which will be culed Employees 
Converdbie.Debentuie (ECO). These deben¬ 
tures are not transferable or tradeable and 


also the shares issued on convcrtion of the 
dc^ntures are not transferable for three 
years from the date of issue. The dtbentures 
carry interest at the maximum rate permis¬ 
sible under the guidelines of the Controller 
of Capita) Issues (CCI). On completion of 
five years, the debentures will get com¬ 
pulsorily converted into equity shares. The 
price will be 80 per cent of the average of 
the highest and the lowest stock markpt 
quotations of the shares in each of the six 
months immediately preceding the introduc¬ 
tion of the scheme, or the fair value of the 
shares as determined by the CCI, whichever 
is less, but not tower than the face value of 
the share. In case the employees, saving 
option exceeds the value of the equity shares 
offered by the company, the stock option 
would be honoured pro rata and the balance 
of ECD returned in cash. If the saving 
option falls short, the unsubscribed portion 
could be offered to employees wilting to save 
more or it could be extinguished but not 
offered to any other category. Reportedly. 
Larsen and Toubro have introduced the 
scheme iEPW, .March 8-15, 1986). We have 
no information if more companies have 
done the same. 

The compulsory scheme applies lo com¬ 
panies seeking new capital issue and is 
enforced as a condition in the consent orders 
from the CCI. Thereby, the companies 
reserve 5 per cent of the total public or tights 
issues for preferential allotment to their 
employees on an equitable basis. If the 
public issue shares ate not taken by the 
employees, they are added to the public issue. 
In the case of the rights issue, the offer is 
to be made simultaneously to the employes 
and the existing shareholders at price fixed 
by the CCI. By the end of December 1985, 
the CCI had allowed 139 companies new 
issues on these conditions (Economic Times, 
October 27,1986). Information for 1986 is 
awaited. More importantly, information as 
to how many shares were in fact taken by 
the employees is not readily available 

While both the schemes are welcome, it 
seems that, in the Indian context, the 
employee stock ownership needs to be 
pursued more actively. We ate advocating 
workers’ ownership and management not 
because it is one of the things to do but 
because we believe that there has to be an 
explicit change in the goals of the labour 
movement in this country. Trade unionism 
is its concrete form. Inde^, trade unionism 
is the origirud and the universal form of the 
labour movement under liberal capitalism. 
It functions within the framework of 
capitalism, lb overthrow capitalism has not 
been its aim. The aim has been to improve 
the bargaining power of labour and, on that 
strength, to secure labour’s legitimate share 
in the gains of capitalist development. In 
that pragmatic aim, it has been eminently 
sudcmfiil. But the success of trade unionism 
is also the success of capitalism because 
thereby capitalism has been able to interna¬ 
lise the relations between capital and labour. 
Conflict, partkulariy over tte dividon of tire 
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net output between wages and profits, is 
always present. But the policy is to allow it 
to be raised and settled internally. Emidoyee 
stock ownership is a further step in that 
direction. 

It will be wrong to reject employee stock 
ownerhsip simply because the idea has come 
from the govenunents and spokesmen of 
liberal capitalism and because, if accepted, 
it may make it easier for capitalism to 
manage its crises better and survive. It needs 
to be considered more dispassionately. As 
mentioned above, overthrowing capitalism 
has not bent the aim of the trade union 
movement. In any case, capitalism has 
survived. The relevant question now to ask 
is that if capitalism transforms itself and 
survives in a new form in which the means 
of production are owned by the workers, will 
it be better or worse for the labour than if 
capitalism continues in its present antagoni¬ 
stic form. Indeed, capitalism ceases to be 
capitalism if workers come to own the means 
of production and we have instead the 
essence of socialism. Of course, it is decen¬ 
tralised socialism. But that is the form to 
which even socialist countries with centra¬ 
lised systems seem to be moving. 

As pragmatists, trade unions will want to 
avoid these iarger issues. For them the 
crucial questions are the following: With 
ownership will come the control and respon¬ 
sibility of management. Should workers 
accept it? Will it not undermine the power 
and authority of the unions? Indeed, what 
will be the role and function of the trade 
unions under the new dispensation? Will not 
the new arrangement affect the morally 
superior stance which labour has enjoyed as 
the aggrieved party? Will it not be under 
sodal-political pressure to recognise its social 
responnbility towards the less developed and 
less prosperous sections of the society? In 
short, is it not easier and safer to work under 
an environment of class conflict, get what 
you can, and avoid being involved in wider 
i.ssues? 

It may be easier and safer for the trade 
unions to let the present antagonistic 
relations between capital and labour con¬ 
tinue. But perpetual antagonism and con¬ 
flict prove to be not only counter-productive 
but actually destructive They destroy not the 
other party, namely the capitalist, but 
oneself, namely the worker. They destroy the 
worker by destroying or rather not allowing 
to flower the creative and constructive 
instincts in him. A corrective is needed and 
that is the acceptance of responsibility. 
Employee ownership is the first step. 

Hence we suggest that ,we move to 
employee ownership as the mode of produc¬ 
tion at least in the organised sector. To this 
purpose, a process should be immediately 
initiated by which the entice capital of a llrm 
wilt come to be owned by its employees, not 
necessarily in one stroke but over a period 
of say 10-20 years. Undoubtedly, this con¬ 
stitutes a major political-economic reform 
and it will be necessary to work out its 
details carefully. Here, we can indicate them 
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only in brotd outline. 1b focus attention on 
the essentials, we may leave out government 
and other non-profit-making institutions 
and consider only the profit (and loss) 
making institutions which we may con¬ 
veniently refer to as the companies in the 
private and public sectors both. 

We already have the necessary financial 
basis to proceed with. Wt have the employees 
provident fund which is universal in the 
organised sector. Employers and employees 
make an equal contribution, 8.33 per cent 
of the pay, and both get tax relief for such 
contributions. At present, these funds are 
invested primarily in government securities 
and other securities approved by the govern¬ 
ment. To promote and achieve employees 
ownership, all that is needed is to begin 
investing these funds in the industrial- 
commercial stock. 

Two At.riKNATtVES 

There are two alternatives. One is to invest 
the provident fund of the employees of each 
company in the stock of the particular com¬ 
pany. The objection to this is that if the com¬ 
pany fails, the employees lose not only their 
jobs but also their savings. This is a serious 
objection and must be considered seriously. 
However, it must be stated that, as a matter 
of principle, the position that the workers 
shaJI not share the risk and responsibility of 
business and that all their income must be 
assured and certain on the first of each 
month, whether it rains or not, whether the 
business succeeds or fails, cannot be sup¬ 
ported and maintained in a poor country in 
which a vast majority has no security what¬ 
soever. The total immunity from all risk and 
uncertainty to which the workers in the 
organised sector have got accustomed to is 
a privilege which cannot be granted to a 
.small minority. It may be granted only when 
it can be so granted to a large majority of 
the population. 

The other alternative is to pool the pro¬ 
vident funds of different companies in a 
single fund and invest it in commercial stock 
collectively. It may then be possible to. invest 
these funds selectively so as to maximise 
returns with desired security. This is, of 
course, possible and returns may be even 
higher than what at present government 
gives. But it means that the fund may come 
to own a large part of or even the entire 
capital of some companies and very little of 
others. Vfe shall then have, besides the public 
and the private sectors as at present, a third 
sector which we may conveniently call the 
labour sector. As experience shows, indus¬ 
trial relations are no better in the public 
sector than in the private sector and they 
may turn out to be no better in the labour 
sector. For instance, this is the case in the 
Israeli economy. The industrial relations in 
the Histradut concerns are no better than in 
the other concerns. The position will remain 
essentially the same even if the funds are 
invested in all the companies pro rata but 
if they are held in the name of a single fund 
on behalf of the employees working in ail 
the companies. The fund will have its 
representatives sitting on the boards of direc¬ 
tors of all the companies. But, to the 


workers, they wilt not appear to be very 
different from the representatives of govern¬ 
ment and financial institutions sitting on 
those boards. The workers wiU show little 
interest in the working of the companies and 
will continue their stride for higher wages, 
larger benefits, and greater security. The 
essential condition we are seeking is one in 
which the workers share the responsibility 
for the success and failure of the companies 
they work in. This can be achieved only if 
the majority of the capital of a company is 
owned by its own workers in an identifiable 
manner. In other words, the provident fund 
of the employees of each company must be 
invested in the same company and held in 
trust by a provident fund trust. The holding 
of each individual should be sepaiately 
accounted for but, barring exception^ 
circumstances, should be returned to him 
only on his retirement. 

Thre is a serious objection to this arrange¬ 
ment namely that, if the company fails, the 
employees lose not only their jobs but also 
their savings. In spite of our insistence that 
the employees must share the responsibility 
both for the success and failure of the 
company they work in, this is admittedly a 
serious objection. We suggest that it should 
be met half-way by combining the two alter¬ 
natives mentioned above. 

The emolovees provident fund consists of 
two parts; The employer’s contribution and 
the employees’ contribution. We suggest that 
the employer’s contribution should be 
invested in the slock of the same company 
while the employees’ contribution may be 
invested in the stock of any company with 
an eye on its profitability and stability. 
Indeed, this is more or less what the Unit 
Thist of India does and it may be convenient 
and advisable to stipulate that the employees’ 
contribution will be all invested in the units 
of the Unit Ikust of India. By this means, 
half the savings of the employees will have 
both reasonable return and security as much 
as the economy permits. The other half will 
be invested in the company in which the 
employees work. This may be done either 
by issuing fresh stock or by purchasing 
existing stock at the market price; or by a 
judicious combination of the two so that the 
workers get the stock at a fair price and the 
present investors do not suffer undue losses. 

We may illustrate the proposal with 
reference to the financial data of S3S large 
public limited companies for the years 
1982-83, 1983-84, and 1984-85 published 
the Reserve Bank of India (RBI Bulletin, 
December 1985). We shall use the averages 
for the three years. The employers’ contribu¬ 
tion to the employees provident fund 
amounted to an average of Rs 23,039 lakh. 
There is an equal amount of the employees’ 
contribution. Vie suggest that the former 
should be invested in the stock of the parti¬ 
cular companies in which the employees are 
employed while the latter should be invested 
in the units of the Unit That of India (UTI). 
Let us suppose that the UTI also invests the 
entire amount in the stock of the same 535 
companies though not necessarily equally or 
in proportion to their share capital. We thus 
have Rs 46,078 lakh aimuaUy for investment 


in the stock of these ettttpaaij^ii Tiie shaft 
capital of the 535 compaitiet amounted to 
Rs 2,60,293 lakh. But, of course; the market 
value of the shares would be much higher. 
As an approximation we may take the 
market value of the shares to be equal to the 
net worth of the companies which is roughly 
equal to the their share capital plus reserves 
and surpluses. This amoui^ to Rs 7JI3307 
lakh. Thus it will take about 17 years for the 
employers to own the entire share capital of 
these companies and, in less than 10 years, 
they will the majority shareholden. Of 
course, in the meanwhile, the stock of the 
companies may increase but so will the 
annual contributions to the provident funds. 
Hence, the estimate that in about 17 years 
the employees will come to own'the entire 
share capital of the companies or that in less 
than 10 years they will be the majority 
shareholders should hold good. 

^•^t worth is a good approximation to the 
market value of the shares. For instance, in 
1984-85, the ratio of net worth to share 
capital for the 535 companies was 3.34. As 
on December 31,1985, there were 4,355 listed 
companies on all the stock exchanges. The 
ratio of the market vlaue of their shares to 
the paid-up share capital was 3.47. In view 
of this, we may use the net worth as the basis 
for deciding whether the employers' con¬ 
tribution to the provident fund should be 
invested in the stock of the respective com¬ 
panies by purchasing existing stock at the 
market price or by issuing fresh stock. If the 
market value of the shares is below the net 
worth, the investment may be made by 
purchasing existing stock, if shares are not 
available in the market at this price, fresh 
stock shall be issued, if necessary, by law. 
This will ensure that the employees get the 
stock at fair price and the present investors 
do not suffer undue losses. 

The estimate that the employees will come 
to own the entire stock in about 17 years is 
of course an average for the 535 companies. 
For some companies the period will be 
shorter while for others it will be longer 
depending upon the ratio of the annual con¬ 
tributions to the employees’ provident fund 
to the net worth of the company. This ratio 
is different in different industries. Dddng this 
into account, it seems that the period in 
which the employees will come to own the 
entire stock of the companies will be as short 
as just 9 years in tea plantations; it will be 
11-12 years in sugar, textiles, and trading; 
14-15 years in engineering ai^ rubber in¬ 
dustries and 18 years in shipping. In other 
industries the period will be longer. It will 
be 22 years in tobacco and cement; 25 years 
in chemicals and paper; and as long as 39 
years in aluminium and 42 years in electri¬ 
city. Again these are industry averages and 
(or particular companies they will be fiirther 
modified not so muds because the ratio of 
annual contiibution to provident fond to net 
worth will be somewhat different in diffierent 
companies even within the same inifostry but 
mainly because while the investments of the 
respective Employee Provident Fund Tbists 
(EFv’T) will be necessarily in the particular 
connipanies in whidi the employees work, the 
investments of the UTI will be discretionary 
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depending upon the profiiabiUty and stabi¬ 
lity of a particular company. Hence, one 
should not take the particular estimates of 
periods too literally. They are given to 
illustrate the point that for many companies 
the period when the employees may own the 
entire stock or at least may become the 
majority shareholders is not far out in the 
future. It is a real possibility achievable 
before the turn of the century. 

With the ownership of the stock will, of 
course, come the control of management 
and the workers will face the problems of 
management. They will certainly attend 
better to certain items which are probably 
not well attended to by the present manage¬ 
ment; as for instance; physical working con¬ 
ditions, safety rules and practices, and fringe 
benefits such as medical and housing. They 
will have some difficult problems when it 
comes to hiring, training, placing particular 
employees in particular jobs, setting work 
norms, work discipline, and wages, and 
finally promotions. Hopefully, they will 
appreciate the crucial role of the new 
management people and they will be prudent 
in setting management .salaries, bonus plans, 
and promotions of executives. The real 
difficult problems of management lie in the 
choice of products, markets, and pricing, 
and they must decide which of these deci¬ 
sions must be left to the technical managers. 
But there is one set of decisions which they 
must finally face namely the division of the 
net output or net value-added between wages 
and profits in a manner which will give not 
just high wages now but also prospects of 
future growth of the company with which 
come stability of employment and possibi- 
litie.s of rise in status and responsibility. 

Experience with workers’ management 
shows that in spite of the best understanding 
and intentions, the workers' management, 
under pressure from the rank and file, tends 
to maximise take-home pay like the capitalist 
management tends to maximise profits. 
Besides being detrimental to the growth and 
stability of the company, this will undercut 
the present basis of corporate taxation. For 
instance, the new management may appro¬ 
priate the entire net value added to wages 
and salaries and leave little proflts to tax. 
This may sound far-fdched. But, if one is 
to be realistic, one should not expect the 
workers’ management to be more responsive 
to the needs of the total economy than has 
been the capitalist management. This is the 
responsibility of the government and it must 
ensure that it gets from the prosperous sector 
what it must for the support and develop¬ 
ment of the rest of the economy. 

For this purpose, under workers’ owner¬ 
ship and managonent, the basis of corporate 
taxation cannot be profits. It must be 
independent of how the net value added is 
divided between wages and profits; in other 
words, the net value added must itself be the 
basis of corporate taxation. This is like, and 
possibly an improvement on, the turnover 
tax in the Soviet-type economies. For 
instance, referring to the {inanciai data of 
the 535 companies, their aggregate average 
profits b^ore tax in the three years 


amounted to Rs 1,29,801 lakh while the net 
value added amounted to Rs 5,65,734 lakh. 
Hence, supposing that the government 
would want to keep the total quantum of 
corporate tax as at present, the tax rate w ill 
have to be, instead of 45 per cent of profits, 
say about 10 per cent of net value added. 

The workers’ management will still have 
a crucial decision to make; namely, what 
part of the post-tax net value added to retain 
for new investment. The EPFT directors will 
be under pressure from the rank and file for 
higher wages and dividends. Hopefully, the 
UTI directors will provide the necessary 
check. But if the new management fails to 
make necessary provisions for improvement 
and expansion, it wilt prove detrimental to 
the growth and stability of the company, to 
the security of employment, and ultimately 
disastrous to the whole economy. Herein lies 
the test of responsible management. There 
is no reason to suppose that the workers’ 
management will not stand up to that test. 
It is worth trusting and trying. If it fails, the 
government will have to intervene. 

The division between employee compen¬ 
sation and dividends will also present some 
problems but not of the same order. The 
shareholding of individual employees (held 
in trust) will be related to their total earnings 
and also to the length of their service so that 
an employee with a longer service will have 
a proportionately larger shareholding than 
a newer employee. Hence, a smaller alloca¬ 
tion for employee compensation and a larger 
one for dividends will benefit older 
employees moie than the new ones and a 
conflict may arise. Conflict between old and 
new employees may arise over several other 
minor issues. The conflict of interests 
between old and new is real and will have 
to be sorted out reasonably. 

Another important issue with workers’ 
control and management is the role and 
function of trade unions. They will continue 
to discuss and negotiate with the manage¬ 
ment, as at present, on problems of day to 
day management, administration, and 
discipline. They may also play a useful role 
in the extreme events of lay-offs and closure. 
But their bread-and-butter role in wage- 
negotiations will be admittedly reduced and 
to that extent their power will be reduced toa 
One need not be sorry about this, lyade 
unionism is an integral part of capitalism 
and to fhe extent workers’ ownership and 
control will weaken capitalism, it will also 
weaken trade unionism. Attempts by trade 
unions to establish an authority |»rallel to 
workers' management will inevitably lead to 
personal rivalries and indiscipline and will 
ultimately prove detrimental to workers’ 
interests. 

There are two important consequences of 
general economic significance which we may 
mention though somewhat prematurely. One 
is what happens to the competition between 
firms which is an essential element of 
capitalism and which presumably is respon¬ 
sible for the apparently better performance 
of capitalism over socialism. Even managers 
of SMialist economies are concerned about 
this and there must be an element of truth 


about it. Under the rule of workers’ owner¬ 
ship and management as we envisage it, 
different companies and firms will stay 
different as they are today and they may con¬ 
tinue to remain competitive. The problem 
arises because, under the arrangements we 
arc suggesting, there will be silting on the 
boards of directors of most companies, a 
number of directors nominated by the UTI 
and they may evince more interest and 
exercise greater authority in matters of 
general policy and strategy. They will not be 
all the same persons but some of them will 
be common. In any case, they are bound to 
exchange information if the UTI so desires. 
Secrecy of strategic information i.s pre¬ 
sumably important to maintain competitive 
conditions. If so, the directors nominated bv 
the UTI may have to be under oath not to 
divulge information. Even if this is done, 
with directors nominated by the EPFTs with 
diverse interests and possible rivalry between 
the workers’ management and trade unions, 
the secrecy of strategic information will 
present a serious problem. We may, there¬ 
fore, ask whether secrecy of information 
causing every one to work in the dark about 
the intentions and strategies of others is an 
essential condition of competition. This 
certainly is contrary to what is taught in 
economic theory. IVrfect eompetiiioii, we 
are told, requires, among other conditions, 
perfect information and that it is only then 
that competition is efficient. W'ith impel feet 
information or indeed with relevant and 
crucial information denied, the compeiiliun 
will be imperfect by definition and is likely 
to prove inefficient and wasteful, rherefote, 
it seems worthwhile trying to preserve com 
petition under conditions of perfect intoi- 
maiion. Aftcrall, with all the same luloi- 
mation, some will perfoim betlei than 
otlieis and, with information on how and 
why they perform better, others may havs’ 
a chance to improve their own pertoimancc. 

The second con.scqiicncc concerns the 
stock market. Needless to say, the proposed 
arrangement regarding stockholding will 
greatly reduce the role of the stock inaikei 
Trading in outstanding securities will be 
minimal and the maikei will be laigcK in 
new issues. Even here, institutional inscsiois 
will dominate and block trading o\er-ibe 
counter will predominate. But new issues w ill 
provide the opportunity for private non- 
employee capital to How in To keep it 
sufficiently attractive, it may be advisable 
to provide that the workers' take-over of the 
stock will begin only after a period, say after 
five or ten years. Nevertheless, the fact 
remains that the stock exchange will be 
devoid of much of its present cxciiement. 
One need not be sorry. Stock exchange is 
capitalism par e.xcellence and to the extent 
we shall be knowingly moving away from 
capitalism, we should learn lo function 
without an exciting stock exchange. 

There is a more exciting prospect of 
the workers owning and managing the 
commercial-industrial capital of the countr> 
before the turn of the centur>. I ei ihc 
workers accept the challenge. 
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Give correct details when you're 
taking a life insurance policy. 



It will help us 
settle claims quicker. 


When you take a life insurance policy, the 
Lie Agent is ready to assist you in every 
way and give you the right advice. And he 
expects full co-operation from you too. 

Utmost good faith 

As life insurance is a contract of "utmost 
good faith" (full disclosure of all facts is 
obligatory), it is only right that you give 
true and correct details of your age, 
medical history, family history and other 
material information while completing the 
proposal form. Your proposal is evaluated 
and accepted on the basis of facts so 
revealed. 


Beneficial 

It is not true that if an ailment, past or 
present, is disclosed, insurance cover is 
necessarily denied. Thousands of policy¬ 
holders have revealed their full and true 
medical history and have got their 
proposals accepted for life insurance 
mostly at normal rates and some with 
suitable additional charges. 

Remember 

The easiest way to faster insurance claim 
settlement is to give full information 
when you're taking a policy. 

Help us to serve you better. 


t Cife Jnsurance Corporation of Jndia 
30 years in the service of the people 


flMVUS ltC‘2 







ECONOMIC AND POLITICAL WEEKLY 

MAHARASHTRA 

Of Sand and King Bali 

Gail Omvedt 


WHO would have thought that a few thou¬ 
sand cubic metres of sand from a dried up 
river would turn into a focus of confronta¬ 
tion between peasants and the state? 

Nevertheless the rural poor of India are 
moving in a new way to confront their op¬ 
pression, and struggles are rising over issues 
that their leaders could not have imagined 
ten years ago. On the one hand cotton 
growing peasants of northern and eastern 
Maharashtra have stood up in their hundreds 
of thousands to confront jail and police 
bullets, declaring their villages closed to 
rapacious politicians. On the other hand, in 
numerous smaller, locai'v focused but equally 
militant battles, peasants have risen to try 
to'gain control over their own resources, 
reshape the institutions that rule their lives, 
resist the exploitation and plunder they face 
daily. The Chipko movement of Himdayan 
hi;; |.>c<isanis, the Jharkhand adivasis’ defeat 
of World Bank-financed commercial tree 
plantation, the Ranchi district adivasis' 
haltage of the Keel Karo dam, the Baliapal 
peasants’ determination to resist with their 
blood the confiscation of their land for a 
milirnry testing range have been beacons, 
flashing out through the last decade, of the 
rising green movements of the country. In 
Maharashtra also the resistance to the 
ravages caased by drought, deforestation and 
dam-building is gradually taking on a more 
militant form. In villages in Kolhapur dis¬ 
trict peasants have stopped work on dams 
that threaten to inundate their villages, to 
implement the slogan that 1S,000 of them 
brought to Bombay last August in the march 
of dam-affected peasants; ‘first rehabilita¬ 
tion, then the dam!’ In drought-ravaged 
Ahmednagar district, where even sugarcane 
has turned yellow, massive demands for 
equal water distribution have found a focus 
in a ‘jail bharo' campaign of peasants of the 
45 villages in the Wambori area for lift water 
from the Mula river—the ‘Wambori Chari’ 
movement. In flfteen villages of Valwa 
taluka in Sangli district, peasants of the 
Huutma Kisan Ahir Co-operative Sugar 
Factory, the first truly democratically run 
sugar co-operative in the state, have been 
carrying on a daily satyagraha, expected to 
go on for all six months of the crushing 
season, to prevent sugar from being taken 
outside their zone to other factories—the 
‘zone struggle'. While issues are local and 
varied, a common theme in all of them is 
the new militant resistance to the exploita¬ 
tion of local resources by external bureau- 
eracies, and a conunon thre^ in all the vary¬ 
ing methods of struggk whether jail bharos 
or gherios or rasta rokos or for that mattn 
the ‘gav-band’ campaigns of Shetkari 


Sanghathana, is the assertion of local self- 
determination, of peoples* power. 

One such new and unexpectedly deter¬ 
mined struggle is that of the peasants and 
labourers of Balawadi and Tandulwadi 
villages of Khanapur taluka in Sangli district 
over the right to sell a poition of the sand 
from the dried-up Verida river to build a 
small dam to irrigate their lands. 

The context of their struggle has been the 
‘Mukti Sangarsh’ movement that has risen 
in Khanapur taluka in the last few years as 
a struggle of peasants and labourers, dalits 
and women against all forms of oppression. 
This movement was founded ii> October 1983 
after the textile strike of 1982-83, with the 
coming together of the village-returned 
workers, labourers on EGS schemes, pea¬ 
sants and activists of such left organisations 
as Shramik Mukti Dal and the Peasants and 
Workers' Party. Initial struggles revolved 
around the setting up of EGS projects, but 
the movement went on to become immersed 
in the problem of the drought that has 
become a permanent plague of the area, and 
it quickly went ahead ffom a simple focus 
on ‘relier demands to search for the basic 
causes and remedies of drought. Crucial here 
was the approach of learning from the peo¬ 
ple, including older peasants who insisted 
that in their youth there were forests in the 
area and rivers like the Verala were full of 
water—and the faith that if drought is 
humanly created it is within the human 
powers of the organised working people to 
end it. Peasants and activists of Balawadi 
and Ikndulwadi have participated constantly 
in this process. When Mukti Sangarsh orga¬ 
nised a ‘drought abolition conference* in 
October 1985 under the auspices of the 
Drought Relief and Eradication Committee 
headed by V M Dandekar and Datta 
Deshmukh, they put forward a proposal of 
their own that if lift water from the Krishna 
were provided they would grow fodder to 
feed the cattle of the entire taluka. They were 
in the initiative in a protest march of 
peasants organised in August 1985 against 
Shivaji University at Kolhapur demanding 
that research and studies be oriented to pea¬ 
sant issues such as drought. (The university 
responded initially with massive police force 
to protect its grounds and library freun the 
people—but later set up a drought abolition 
committee of its own which has been co¬ 
operative with the movement.) And wjren a 
united front of women’s oiganisations held 
'a dharna in Bombay in March 1986, on such 
broad issues as drought and inflation, 
Balawadi women—60 of them—headed the 
participation of the taluka women’s organi¬ 
sation, Stri Mukti Sangarsh; and they 
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brought their own slogan: 'We will not break 
rocks, we will not build roads—we wUl not. 
stop without eradicating drought!’ i^khadi 
ahmi phodnar nahi, rasta ahmi sondnar 
nahi, dushkal ghalavlyashivay ahmi rahnar 
nahP). Behind this was the theme that the 
rural poor and activists of Mukti Sattgbarsh 
have been hammering—that it is not enough 
simply to provide ‘relief, not enough to hurl 
rur^ men and women into back-breaking, 
rock-breaking EGS works, these schemes 
must be oriented to productive purposes, to 
rebuilding the land and the forests, to the 
abolition of drought. 

With all df this, the peasants and labou¬ 
rers of Balawadi and other villages in 
Khanapur talukabcgam to gain confidence 
in their own ability to reshape the conditiems 
of their lives, in late 1986 they got the idea 
of building on a co-operative basis a small 
dam across the Verala between the two 
villages to catch the rainfall that swelled it 
on rare occasions. K R Date, a noted en¬ 
gineer of Bombay, associated with the Mukti 
Sangarsh movement, prepared without cost 
a plan for a 120-metre ‘bandhara* that would 
distribute a total of 24 million cubic feet of 
water to irrigate 900 acres of land. Notably, 
in the context of the western Maharashtra 
controversy over ‘eight months’ versus 
‘twelve months' water (basically meaning 
whether project water should be distributed 
on a wide basis to give guaranteed irrigation 
foi at least one food crop as opposed to be¬ 
ing monopolised for perennial cash crops), 
the peasants’ committee and Mukti Sangarsh 
proposed not only that water should be 
widely distributed but that it should be 
dlloted on a per capita basis so that even the 
iandle.ss would get water rights. Further, 10 
per cent of the water would be used for fruit 
tree plantation and nurseries. 

Ho]^ to finance the dam? Some initial 
labour was done as shramdan—by peasants 
and by students and professors of four col¬ 
leges in the surrounding area who had taken 
up the cause of the dam in a series of 
four camps organised in Balawadi between 
November 23 and January 1 under the Na¬ 
tional Service Scheme and the university’s 
drought eradication committee. But for the 
basic cost of materials and labour, estimated 
by Date at Rs 3,09,000, the pea.sants had a 
simple suggestion: let us have permits to sell 
the sand from the dried-up Verala river. 
Their estimate was that the sale of TflOC 
cubic metres of sand over the next few 
months would be sufficient to finance the 
dam, and this was only a small portion of 
the total—by the end of 1986, some 30,000 
cubic metres have been sold, mostly on an 
auction basis, with an estimated profit of 
Rs 3-4,000 a day going into the pockets of 
private contractors and more finding its in¬ 
evitable way into the ranks of government 
departments. The small portion of this 
claimed by Balawadi-Tiindulwadi peasants 
allowed them to bank some Rs 35,000 by 
November 23, and an enthusiastic inaugura-' 
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tion ceremony for the dam was held with 
Kesari editor Chandrakant Ghorpade 
presiding. 

With such popular initiative, with the 
reasonable proposal of using the sand crea¬ 
ted by drought conditions for the cause of 
alleviating drought, with technical expeitisc 
and planning, with social backing from 
students and professors of four colleges as 
well as social activists and progressive 
newspaper editors, and with a government 
that speaks of saving the environment and 
popular participation, how could there be 
any real opposition to such a scheme? Yet 
there has been the little matter of the 
Rs 3-4,000 a day profit from the sale of the 
sand, or to put it more bluntly, loot... 

With a sense of history, the peasants 
named their dam ‘Bali Raja Bandhara’. In 
brahmanic tradition. King Bali was the 
‘rakshas’ who was trampled down for his 
pride by the Brahman boy Waman, avatar 
of Vishnu. In peasant tradition, not only in 
Kerala where he is the centre of the great 
Onam festival but in Maharashtra also, Bali 
is remembered as the ideal peasant king: Met 
ail sorrows go, let the kingdom of BaU com^ 
is still a popular Marathi saying. 

But Bali was sent under the earth by the 
conqueror Waman, and Bali continues to be 
driven down into the dust today. Those who 
talk of being the representatives of the ‘pea¬ 
sant revolution' that they claim was India’s 
independence struggle have left a rapacious 
bureaucracy sitting on the heads of the rural 
masses. Those who talk of “peoples’ parti¬ 
cipation in development’’ turn around to 
repress all signs of independent initiative. 
Those who talk of afforestation, environ¬ 
mental protection and famine relief colla¬ 
borate in the loot of the soil, the trees, the 
water of India. Those who talk of the 
*re.sources crunch“Of not having funds for 
EGS schemes, for dam building, for affores¬ 
tation—themselves organise the exploitation 
of the labour of the people and the resources 
of the land (the two sources of all wealth, 
as Marx put it). Day by day, hour by hour, 
the surplus of labour and wealth which 
could b« used to rebuild is channelled out 
of the villages, out of the hands of the 
peasants, workers, women, dalits.who toil 
and into the kingdoms and courts of the 
heirs of Waman. The sand of the small bit 
of the dried-up Verala river near Balawadi 
and Ihndulwadi turned out to be a striking 
example of this. A minute fraction of the 
process of exploitation going on constantly, 
it revealed the degree to which those whose 
systems and policies have turned the one¬ 
time living river into a sandbank still hunger 
to profit from the sand itself rather than let 
it be used to alleviate drought. 

At the end of November the government 
announced that sale rights to the sand would 
be auctioned off rather than given through 
the permit system. After a series of meetings 
and a protest march, permission was given 
to the Bali Raja Memorial Dam committee 


to continue to sell sand. But permits were 
doled out one by one, for KXl cubic metres 
at a time; and no official p^cf directiiv was 
ever given in writing. Neverthdess Rs 70,000 
was raised by sand sales by the middle of 
January (the estimate of Mukti Sangarsh 
activists is that this has made possible 
work that would require the equivalent of 
Rs 1,60,000 if the govemmeot were spending 
the money). Then suddenly on January 14 
the SDO visited the village and announced 
that the auction system was being reinsti- 
tuted and that no sand could be sold without 
official government permission. Strikingly, 
this happened the day after 300 peasants 
demonstrated to present an ‘unofficial’ peti¬ 
tion on drought to the chief minister during 
his tour of Khanapur taluka! On January 2S 
a huge foundation-stone ceremony for the 
Bali Raja Memorial Dam was held, with 
thousands of peasants and students and pro¬ 
fessors of the participating colleges and 
guests Including (.axmibai Naikaudi, a 
woman freedom fighter of the Satara 
‘parallel government’ 1942 movement, 
Jizaba Maharaj, a freedom fighter and na¬ 
tionalist ballad singer. P G Jawalgi, NSS 
scheme advisor to the government, Sbarad 
Patil of the Satyashodak Communist Party, 
and activists of the People’s Science Move¬ 
ment. And the slogan that reverberated was 
that of the textile workers: ‘Who says they 
won’t give it? We won’t stop without taking 
it!’ Ckon maanto denar nahi, ghetfyashivayi 
ahmi rahnar nahi'). 

On January 26 a morcha and satyagraha 
were held at the taluka office in Vita. On 
the 27th, 107 people were arrested breaking 
through the police lines in protest against 


the beginning of the auction method. On 
January 31 ten peasants and activists of 
Mukti Sangarsh began an indefinite fast- 
marked by another demonstration and ar¬ 
rest of 197 demonstrators on February 2— 
which continued until the night of February 3 
when they were taken to the Sangji civil 
hospital md given saline But ^ht nm peo¬ 
ple immediatdy moved in to take up the fast, 
and peasa s in five villages—Balawadi, 
Ihndulwadi, Benapur. Mulanwadi and 
Katambi—began an indefinite gherao of 
village offleiets. On February S it was an¬ 
nounced that permission for the dam hhd 
to be refused because PWD engineers who 
had just visited the site—after expressing no 
official opinion during the previous three 
months in which work was going on—had 
decided that it vould ^endanger* already ap¬ 
proved plans for a bridge over the Verala—a 
bridge over a river which is filled only during 
the 10-15 days of two-three ‘flood’ periods 
of the year! With this the dedication of 
government departments to drought eradica¬ 
tion has become clear. At present dharnas 
are still going on as the peasants and ac¬ 
tivists of Mukti Sangarsh await the outcome 
of negotiations with engineers and govern¬ 
ment officials on February 13. But increas¬ 
ing forces in Sangli district and cisewheie are 
backing up this movement which is not go¬ 
ing to accept a refusal, whose Rs 3 lakh dam 
has come to symbolise the power and re¬ 
sources of the people themselves. And it is 
becoming clear from this struggle as from 
others. Increasingly erupting throughout 
India that nothing is going to prevent Bali 
Raja from rising again out of the soil of 
India. 
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Crisis of Modern Science 

A Conference Report 
KS 


THE conference organised by the Con¬ 
sumers Association of Penang (CAP) at the 
end of November in Penang, Malaysia, was 
ostensibly intended as a discussion on the 
crisis in modern science, the stated theme of 
the conference. In fact it turned out to be 
a platform for a whole range of advocates 
of traditional and indigenous sciences. 

The conference drew together over 150 
delegates from IS countries. But the repre¬ 
sentation was not entirely balanced. There 
were a noticeable numbn of advocates of 
what was termed “Islamic science^’. Their 
presence may have been partly due to the 
nature of politics in Malaysia, which is an 
Islamic country witl<'>ur too much overt 
Islamicisation so far but whicn :ihows all the 
tendencies of going the Islamic way in the 
future. 

The discussions at the conference 
[although it must be mentioned that there 
wi.c >cw formal discussions] revealed a con¬ 
fusion amongst those present on a number 
of issues relating to the theme of the con¬ 
ference. As one delegate, from the west, ask¬ 
ed: Wbre people gathered to discuss the crisis 
in modern science or of modern science? 
Still others felt that a clear distinction had 
to be made between science^ on the one 
hand, which was a system of knowing, and 
technology, which was a system of doing. 
While the latter could be rejected or ac¬ 
cepted, depending on one’s perspective, the 
former was universal and was not eastern or 
western, traditional or modem. 

This latter proposition, however, was not 
accepted by the advocates of traditional 
science; who felt that even the way of know¬ 
ing differed in traditional sciences. There¬ 
fore, “modern’’ science was actually 
“western’’ science and did not incorporate 
the uniqueness of different strands of an¬ 
cient and traditional sciences. For instance, 
where in modern science could the 1,000 dif¬ 
ferent works on logics found in the ancient 
Hindu/Indian system be accommodated? 

After the confusion of the first few days, 
three distinct strands of thinking emerged 
which can be roughly summarised as 
follows; 

One group, the advocates of traditional 
science (Islamic and Hindu, mainly) rejected 
modern science; equating it entirely with the 
west. They advocated taking such drastic 
steps as cutting off our countries from the 
world in order to give us a chance to develop 
our indigenous traditional sciences to their 
full strength so that they could withstand the 
domination of modern western Kience 
which was supported by a world economic 
system. 

A second group felt that not all modem 
science could be dismissed. Certain prin¬ 


ciples of science were universal, they were 
the outcome of accumulated knowledge 
from many different systems. So they could 
not be viewed as western or belonging to any 
one part of the world even if certain con¬ 
temporary aspects had developed in the west. 
But this group accepted that much of 
modern technology canied with it a set of 
values which was not appropriate to most 
third world societies and choices of techno¬ 
logy should be based on a clear understan¬ 
ding of the values that we feel should be the 
basis of our societies. It should be pointed 
out that both the above groups were con¬ 
scious of and emphasised the harm that 
the domination of western—or modern- 
science/technology had done to third world 
development and societies. 

The third group, an obvious minority, felt 
that all that was missing in the third world 
was our ability to “catch up’’ with the west, 
that both the earlier positions were mis¬ 
conceived. In fact, one representative of an 
Indian government science establishment 
went as far as to label all those Indians who 
had publicly criticised various aspects of the 
Indian government’s science policy as being 
“anti-national" and threatened that if their 
point of view was included in the published 
proceedings of the conference, it would 
become a “diplomatic incident” between 
India and Malaysia! 

The papers presented covered a wide range 
of subjects within this overall theme; 
necessarily this meant some topics were only 
touched upon perfunctorily, almost as a 
token. For instance; the paper by Dr Maureen 
Macneil of Birmingham university on 
“Women and Science” was sandwiched bet¬ 
ween two totally unrelated themes leaving 
no time for an important critique of modem 
science and technology which has emerged 
out of the women’s movement in the west. 
This critique does not fit into any “modern • 
vs traditional’’ dichotomy. 

“Islamic SctENCE” 

Significantly, one of the first speakers was 
Syed Hossein Nasr, an Iranian wLo now lives 
in the US and teaches at the George 
Washington university. He is best known for 
his work “The Study of Islamic Science?’ in 
1976 that triggered off the discussion on 
what exactly was meant by this term and 
whether there could be a distinct discipline 
so named. Nasr, who has a large and en¬ 
thusiastic following in the universities of 
Malaysia, held that by the term “traditional 
^science?* was meant another way of knowing 
things. This was not an ancillary to modern 
science; or a step towards the development 
of modem science The key belief was that 
all knowledge has a “sacred” nature He 


preferred to divide the world into modem 
and traditional, rather than first world and 
third world, categories which he felt were 
created by the first and second world. Ihuti- 
tional science was different from modem 
science in that it claims to make men free 
in the spiritual sense and not just the 
material sense and that supreme freedom 
came from knowing what is infinite; which 
is god. That although modem science claims 
universality, in fact this existed in Islamic 
science, wNch was tlw synthesis of many dif¬ 
ferent scientific traditions. 

Differing from Nasr’s mystical approach 
to science was Ziauddin Saidar, contributing 
editor of the London-based journal Inquiry. 
Sardar says his own search for what was 
meant by Islamic science was prompted by 
Nasr's book. He found, in his travels 
through the Muslim world, four distinct 
reactions to the theories postulated by Nasr. 
One was that science is neutral and thm there 
is no such entity as Islamic science. The 
second was that there could be an Islamic 
approach to science, that Islam would dic¬ 
tate the choices and the approach. The third 
was (hat Islamic science meant justifying the 
ends and the means used. So un-Islamic 
means could not be used to achieve Islamic 
goals. The fourth reaction was that Isiamic 
science is different in history, that it is dif¬ 
ferent not just in its metaphysics but also in 
its concrete manifestations. 

Sardar says that “the dominant view of 
Islamic science and history was akin to a 
conveyor belt, that is that the Muslims took 
the Creek heritage, they preserved it for 600 
yeans, and then passed it on to the west whe 
were the rightful inheritors”. However, 
following the publication of Nasr's book, 
considerable empirical data was gathered 
which stood this belief on its head. For 
instance, a wel known German biblio¬ 
grapher catalr,{ucd Islamic manuscripts 
which till then had been lying untouched in 
Turkey, Syria and other places. Within eight 
to 10 years he had catalogued about a 
million and a half such manuscripts. This 
proved that even in merely quantitative terms 
there was a great deal about Islamic science 
that was not known. 

Sardar complained that despite this, the 
west tended to look at the development of 
Islamic science in the same linear way. It was 
also assumed that tne Muslim scientists who 
contributed to this accumulated wealth of 
sdentific knowledge were basically rational¬ 
ists. Sardar found that this was not true 
Nihetam, for instance, whose theory of op¬ 
tics formulated two to three hundred years 
before Newton’s and which some consider 
to be far superior to the western scientists’, 
had actually published a book which attack¬ 
ed the rationalists within the group of 
Islamic scientists, thus identifying himself 
with those who had a religious orientation. 

This and other material led to the belief 
that Islamic science and history was different 
from science as practised today. In Sardar’s > 
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w(»ds, "Thdr worW view w«s different, the 
methodoiofy they used wu different. These 
peojde practised a science which was socially 
conscious, which served a strong social func¬ 
tion and which was socially relevant,” This 
led to the conviction rhat a contemporary 
notion of Islamic s< .nee could be arrived 
at which would also be different from con¬ 
temporary western or modern science. The 
fundamentally diffeieni aspect of this 
science would be that the value system on 
which it is based would have a notion of ob¬ 
jectivity which does not deny.subjectivity 
completely. This value system would also 
(Uctate choices and priorities. 

The views of Nasr and Sardar, howwr. 
do not represent the entire range of views 
on what is meant by Islamic science. In fact, 
the largest number of those who speak of 
Islamic science are the Bucailists (after 
Maurice Eucaile; “The Koran, Bible and 
Science^’) who believe a priori that everything 
that is written in the Koran is true and who 
would use science to prove their point. 

1b match this presentation of Islamic 
science, there was not a very clear explana¬ 
tion of what is meant by “Indian science”. 

In fact, even amongst the Indians attending 
the conference, there was considerable 
dispute about whether what was being 
presented as Indian science was really Indian 
or was actually Hindu. The members of the 
Patriotic People’s Science and Tbchnology 
group (PPST) insisted that there was no dif¬ 
ference between the two terms. In their view 
the technologies developed and practised in 
ancient India, of agriculture, metallurgy, 
textiles, ship-building, architecture and 
medicine, were all based on fundamental 
scientific principles which were outlined in 
separate shitsim. These shastna in turn were 
based on the various darshanas, the schools 
of philosophy which encompassed the 
logical, epistemological and methodologica] 
structure of Indian/Hindu 'bought. "The 
guiding principle of all thete sciences and 
philosophies was that the world in itself was 
the repository of truth and the purpose of 
science and technology was merely to enable 
people to live happily and healthily in this 
world rather than changing and manipu¬ 
lating the world.” 

traditional Indian Science 

A strong case for traditional Indian 
science was made out by Darshan Shankar 
of the Academy of Development Science in 
Karjat who spoke speciHcidly on traditional 
medicine and its relevance. The science of 
ayurveda, which Shankar terms as a “refined 
expression of several folk traditions”, covers 
siAjecls tanging from paediatrics to tax¬ 
onomy. He felt there was considerable scope 
for indigenous and traditional health 
systems. Their advantage was that they were 
autonomous, they could function without 
support from anyone atcept the village com¬ 
munity, they were decentralised and the 
social ethos in which they functioned was 
non-commercial, based on sacred values and 
attached to a knowledge of nature. He felt 
that the efforts of the World Health Organi¬ 


sation (WHO) to da«l(9 iwligaioai forms 
of health care could be foidted because the 
paraineters used were those of western 
science. 'This forces you to copulate with 
western science and be reduced to one of its 
subsidiary streams." Instead, he said,' there 
was a need to develop independently tradi¬ 
tional medicine and science. 

The format of the conference, did not 
allow time for adequate discussion on the 
political and economic consequences of pur¬ 
suing these different forms of traditional and 
indigenous sciences, wherever they were 
possible. (The Filipinos, feu instance^ pointed 
out that th«r indigenous tradition had been 
almost totally obliterated in the process of 
colonisation.) Within certain political con¬ 
texts, would not a religion-based science 
encourage obscurantism and the domination 
of clerics who had no concern for science? 
Could the clock of history be turned back? 
Or was it more important to develop a 
political perspective within which the right 
choices could be made from the range of 
scientiHc traditions that already exist? 

These are questions that will need to be 
addressed by those who are critical of the 
developments in science and technology in 
the west and see the need for developing 
alternatives. Within the marxist framework, 
much work has already been done to critique 
western science within its socio economic 
context. But does that critique adequately 
accommodate this growing school of tradi¬ 
tionalists who, while agreeing with the 
analysis as far as western domination and 
the resultant distortions in the application 
of modern science and technology are con¬ 
cerned and are developing a scientific con- 


ceju which marxisU would not even »cet^ 
as science. 

Sri Lankan sociologist Susantha Goona- 
tUake argued that there could be a third 
world science in which some of the ‘^tiiral 
stock" of indigoious science couhi be add¬ 
ed to modern science, therdiy enhancing it. 
He argued that Kampuchea and China had 
clearly shown that it- was unrealistic, and 
undesirable, to think in terms of detaching 
ourselves from the existing international 
base of science On the other hand, we 
needed tor -ogiiise, that western science had 
used “the metaphors of European culture as 
building blocks to build mirrors to look at 
reality. In the process our cultures have been 
marginalised in vidid areas and ddegitimis- 
ed”. Goonatilake frit that the third world 
need not feel that its intervention ui science 
should only be in areas like intermediate 
technology. “We can intervene at the cutting 
edge of science to show that much of the 
cultural fodder is valid” 

We see, therefore^ that at this level there 
is common ground between those advocat¬ 
ing traditional science and those who are 
critical of modern science and yet do not 
subscribe to an isolationist position. 

The conference raised a plethora of ques¬ 
tions that have yet to be discussed. Given the 
struggles within many third world countries, 
which have centred on the disruption and 
destruction caused by the untrammelled in- 
tro.duction of western technologies and the 
unquestioning acceptance of all aspects of 
western science as if it were truth for all time, 
an openminded approach to these issues i.s 
needed. Only through such interactions can 
a genuine alternative third world paradigm 
be evolved. 
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REVIEWS 


Development and Trade Policy 

Synthesis Missing 
Raiqit Sau 

and Roveity: Easaya in Development Econondca, Vol 1, by Jagdish 
N Bhagwati (ed Gene Grossman); Oxford: Basil Blackwell, 198S (Indian 
impression: Oxford University Press, Delhi); pp 319 f xiv, Rs 110. 

Dependence an«i Interdependence: Easaya in Development Eronomica, 
Vol 2, by Jagdish N Bhagwati (ed Gene Grossman); Oxford: Basil Backwell, 
1985 (Indian impression: Oxford University Press, Delhi); pp 336 + xiv, 
Rs 120. 


TO review the works of an economist, spread 
over a period of twentj^five years, is no small 
task. It is all the more difficult when the 
eminent author is no less than Jagdish 
Bhagwati. The reviewer's plight is com¬ 
pounded as Bhagwati is, in his own reckon¬ 
ing, one of the most misunderstood authors. 
Add to it the fact that the central theme of 
this two-volume collection of essays is 
economic development and trade policy 
which is an extremely complex terrain. 

The two volumes have twenty-two and 
twenty articles respectively, most of which 
are understandably reprints of previously 
published contribution's. There is a galaxy 
of co-authors for some of these pieces: 
Ranganath Bharadwaj, R A Brecher, 
S Chakravarty, John Cheh, Padma Desai, 
T Hatta, Anne Krueger, Paul Krugman, 
Balbir S Sihag, T N Srinivasan, and 
C Wibutswasdi. The fare cannot but be ex¬ 
citing. The first volume is concerned with 
domestic or internal problems of economic 
development, while the second deals with the 
external or intematiotud aspects. The articles 
are arranged into several groups; the author 
has added brief introductory remarks to 
each group. The two volumes are intended 
to complement each other so as to present 
a complete picture of Bhagwati’s view on 
economic development and trade policy 
where the author claims to have a com¬ 
parative advantage when he puts on his 
empirical hat. These, in turn, are com¬ 
plementary to his set of papers assembled 
elsewhere (in "Essays in International 
Economic Tlieory’’, ed Robert Feenstra, MIT 
Press, 1983) which are his contributions to 
the academic theoretical literature on inter¬ 
national trade. The two volumes under 
review cover a wide range of topics: develop¬ 
ment economics, poverty, unemployment, 
education and income distribution, migra¬ 
tion, capital flight, services, growth strategy, 
new international economic order, north- 
south dialogue, aid, transfers, and the like 

Bhagwati has been often misunderstood, 
or misrepresented. The introduction to the 
first volume seeks to dear-the mist. He has 
long been deeply conceited about the 
abysnud poverty in developing counuies. 


The very fint piece of research be undertook 
in the Indian Planning Commission as early 
as 1962 was to examine the available statis¬ 
tical evidence on functional and personal in¬ 
come distribution for as many countries, 
with as many diverse economic and political 
systems, as he could find. The idea was to 
see whether one could dttect significant 
variations in income distribution, and 
whether one could then rdate better incomes 
for the poor with specifle policy options. 
Rapid growth rates, sustained by internal 
savings mobilisation supplemented by 
foreign aid flows, were then deduced as pro¬ 
viding perhaps the most promising method 
for a sustained attack on Indian poverty 
coupled with land reforms. The basic theme, 
i e, growth with a view to eliminating 
poverty, might have been too optimistic, in¬ 
deed, now he thinks it was. But surely it will 
not stand scrutiny to say that growth was 
conceivetbby him as an end in itself I It is. 
Bhagwati emphasises, most important to 
remember (equally so for this review: see 
below) that the emphasis on poverty and in¬ 
come distribution, especially the former, as 
the targets of development planning, recurs 
explicitly in chapter 1 of his 1966 vdume on 
"The Eranomics of Underdeveloped Coun¬ 
tries", a work that developed the 'planiung 
approach’ to development, as contrasted 
with the laissezfain approach underlying 
the work of Peter Bauer and Basil Yamey 
who wrote a similar, mass-appeal tract on 
the problem at about that time With regard 
to the techniques or methods of develop¬ 
ment, so as to achieve the desired objectives, 
the approach advocated by Bhagwati has 
from the beginning been a blend of plan¬ 
ning for ‘key decisions', land reforms where 
required, and a generous and JuiBcious use 
of the market mechanism. 

Bauer reviewed the 1966 voluine of 
Bhagwati and mistook its message whoUy, 
entitling the review fetchingly ‘planning 
without prices'. Since then Bhagwati has 
received criticism from both the ends of 
ideological spectrum: right and left. He now 
claims that ‘true wisdom here lies in the ex¬ 
treme centre". Little is it known that he has 
taken an sqsparently ‘radical’ stand on several 
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social .and economic issues, to the early 
1960$ he had collaborated with the great 
Indian planner, Pitambar Pant, who pro¬ 
pagated the phrase ‘minimum incomes’ and 
stressed that the goal of planning should be 
to meet basic needs by providing minimum 
incomes to all. Ibday it is quite fashionable 
to talk about sex-bias of .poverty and mal¬ 
nutrition; Bhagwati had emphasised on this 
theme long oga His 1973 paper, ‘Education, 
Class Structure and Income Equality* (ch 11 
in vol t here) is clear evidence of Bhagwati’t 
liberal concern for wider social issues. 

Perhaps the most startling (and the least 
noticed) contribution of niogwati is his. pro¬ 
posal, made in 1973, for a fractional na¬ 
tionalisation of land in each village (or 
similar unit), which could be set apart to 
form, of all ttongs, a Chinese-style commune 
in India. Those destitutes who wished to 
follow the slow and protracted route offered 
by the Indian strategy of predominantly 
relying on growth to impact on poverty 
would take their chances there; but those 
who wished to gain employment and some 
income right away would have immediate 
access to the Chinese-style commune set up 
in India. The combination of both strategies, 
and access to either by choice, would mean, 
argues Bhagwati, that the destitute were not 
forced into the Indian option to freedom but 
slow poverty-alleviation, or into the Chinese 
option of loss of freed, m through forced 
removal to the commun. but more rapid 
removal of abject poverty. 

These are some instances of the impor¬ 
tant landmarks in Bhagwati’s views on 
economic development, which have so far 
remained somewhat obscure. The editor of 
this collection. Gene Grossman, deserves our 
special thanks for collecting these seminal 
pieces in one place. As regards trade policy 
there is no comparable cloud. Bhagwati is 
too well known on this front, and indeed 
there is no complaint by the author about 
misrepresentation or misunderstanding 
meted out from any quarter. Tb us, however, 
the difficulty arises when one tries to read 
the two volumes together and place them 
side by side. 

Bhagwati essentially pleads for dismantl¬ 
ing the QR (quantitative restriction) regime 
in trade, for introduction of economic 
liberalisation, and for devaluation of 
domestic currencies in less developed coun¬ 
tries. He has the celebrated Hecksher-Ohlin- 
Samuelson trade theoretical paradigm in 
mind. He sets up basically a Walrasian 
general equilibrium model. But he does not 
seem to be aware that in effect he is dealing 
with a iwo-level general equilibrium: at one 
level is situated the individual economy, at 
another are all the economies of the world. 
Nowhere has he shown that a competitive 
general equilibrium of each and every 
economy—developed or underdeveloped— 
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would result in a consistent, unique and 
stable world otder. Nor does he demonstrate 
why the powerful developed countries like 
the United States and Japan would play such 
a game after all. 

Equally intriguing is the sUence about how 
Bhagwati's thesis on internal aspects of 
economic development sits with bis policy 
recommendations on external aspects of 


THE on-going Ethnic* conflict between the 
majority Sinhalese and the minority Ihmils 
in the isiand nation of Sri Lanka is the 
subject matter of the book under review. The 
book, in the words of its author, is not 
merely a “distanced academic treatise^’ but 
an “engaged political tract”. Given this 
perspective, the author, apart from analys¬ 
ing the ‘ethnic’ conflict in Sri Lanka/rerse, 
offers a set of suggestions to end the crisis 
in the country. 

The primary merit of this informative 
book lies in its analysis of the 1983 ‘ethnic’ 
riot in Sri Lanka which left an estimated 
2,000 dead. The book identifies the reason 
for the 1983 riot both in the state of Sri 
Lankan economy and the stereotyped no¬ 
tions about the Ihmils which are popular 
among the Sinhalese. 

In the period preceding the 1983 riot, the 
Sri Lankan economy was in an exceedingly 
bad shape with the rate of inflation ruiuiing 
at neariy 35 per cent and the official un¬ 
employment figute being 5,00,000 (p 35). In 
general, there was a drastic decline in the 
living standards of the poor. Consequently, 
in Sri Lanka there existed a “floating 
population of young males either uiunarried 
or living without spouses, concentrating in 
the growing towns of the remote provinces 
and in Colombo”, doing odd jobs and eking 
out a ttwrginal living (p 51). Given the 
‘ethnic^ profile of the population in Sri 
Lanka, this marginalised urban poor was 
mostly composed of Sinhalese. 

Wlrat is important politically is the fact 
that this “rootless and marginally employed 
transient population” was amenable to be 
inducted into networks of political patron¬ 
age, brokerage and violence (pp 51-2). The 
Sri Lankan government itself oicouraged 
such networks. The United National Futy 
government has in fact allotted one thou¬ 
sand ii< ‘he lower occupational ranges 
for each MP to be distribu^ among their 
clients (p 84). This power to dole out jobs 
gave the local politicians a strong hold over 
the marginalised urban poor—Specially 
Sinhalese—and an opportunity to utilise 
them for different ends including political 
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deveiopinenL For instance; woidd aChinese- 
style commune find a phice in a Walrasian 
general equilibrium model? How far is the 
Hecksher-Ohlin-Samuelson trade theory 
relevant in an economy saddled with mass 
poverty, huge unemployment, and abject 
malitutrition? 

Can we look forward to a third volume 
in this series where the author would syn¬ 
thesise the first two? 


violence 

In the eyes of these marginalised poor 
Sinhalese; the Tkmils in Colombo appmued 
as privileged, given thdr seemingly better 
position in commerce, administration arid 
professions (p 38). Further the Sinhalese 
perceived the Ihmils as a ‘protectionist’ 
minority who know how to gutud their own 
‘advantageous’ position. The book locates 
the basis for such perception in what may 
be termed as ‘Thmil ei^usiveness’ in Sri 
Lanka—their rigid adherence to codes of 
purity and pollution, food taboocs, etc. 

Given this conflict-laden situation with 
the marginalised Sinhala poor on the one 
side and the ‘privileged’ Thmils on the other 
side, it required just the July 23 (1983) 
ambush by the Ihmii militants (in which 13 
Sinhala soldiers were killed) and a Sinhala 
bigot like Cyril Mathews (who controls a 
substantial network of Sinhala hoodlums in 
Colombo composed of marginalised poor) 
to set off the tragic anti-lhmil riot of 1983. 

But, are the Hunils in Sri Lanka really 
privileged in terms of employment? Further, 
are the Ihmils really ‘exclusix^ in their social 
practices so that they can be described as a 
separate ‘race’ as done by the Sinhala and 
Ihmil bigots? The book emphatically 
answers both these questions in the negative. 

When state and corporate sector employ¬ 
ment in 1980 are taken together, the Sinha¬ 
lese accounted for 85 per cent of the total 
employment and the Ihmils only for 11 per 
cent. Thus, when compared to the ratio of 
the Ihmils in the total population of Sri 
Lanka, which is 18.2 per emit, their share in 
the total employment is considerably less. 

The claim that the Ihmils and the Sinha¬ 
lese are exclusive ‘races’ is also false. Refer¬ 
ring to the deep interion of the Eastern 
Province of Sri Lanka, the book notes, 
“Sinhalese and Ihmil peasants lived side by 
side; sometimes in the same villages, inter¬ 
married and shared certain parallel rdigious 
cults...” (p 100). Moreover, the book shows 
that in the area north of Colombo all the 
way to Puttalam, the Karava people; who are 
by origin Ihmils, have progressively adopted 
Sinhalese as thdlr language of social inter- 
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action ^ 99). 

The disai^lntiiig part of the book is' 
where it suggeiU steps to be taken to solve 
the Vthnic^ crisis in Sri Lanka, Evidently, in 
the view of the author the best thing that 
can haiven to any coumry it liberal demo¬ 
cracy. Fhn thia position, he pkadi with all 
earnestneu that if the Vthnief crisis in Sri 
Lanka it to bq solved, the different social 
groups involved in the crisis should conduct 
themselves in the way they ate apected to 
in a functioning lib^ democracy. 

As the author of the book hails from an 
upper clast family associated with liberal 
politics in Sri Lanka and had all hit educa¬ 
tion in institutions which were liberal in 
outlook, the tone of his suggestions to end 
the crisis comes hardly as a surprise. But in 
any underdevelrved country where the deve¬ 
lopment of capitalism is distorted and par- 
tiaL to expect the institutions of liberal 
democracy to function as they are expected 
to is nothing but a pipe-dream. In fact Sri 
Lanka never had so-called democracy. 

Finally, an argument that repeatedly sur¬ 
faces in the book needing critical attention 
is that any form of violence is terrorism— 
whether it is of the state or o'f the oppressed 
(read the Ihmils). And' according to the 
author, all forms of violence should be con¬ 
demned for it leads to the dismantling of 
democracy. An answer to this well known 
liberal position; which treats liberal demo¬ 
cracy as non-oppressive across social groups 
and the violence of the oppressors and the 
oppressed as of the same quality, can be 
found in a remarkable passage written by- 
Christopher Caudweil in the bontext of 
European pacifism; 

No pacifist has yet nplained the causal chain 
by which non-resistence ends violence. It is 
true that it does so in this obvious way, that 
if no resistence is nude to violent commands, 
no violence is necessary to enforce them. 
Thus if A does something B asks him, it will 
not be necessary for B to use violence. Biit 
a dominating relation of this kind is in 
essence violent, although violence is not 
overtly shown. Subjection is subjection, and 
rapacity, rapacity, even if the weakness of the 
viaim, the fear inspired by the victor, makes 
the process non-fordble. Non-resi8tence will 
not prevent it, any more than the lack of 
claws on the part of prey prevmts carnivores 
battening on them. (ClMstopher Caudweil, 
‘Picifism and Violence: A Study in Bour¬ 
geois Ethics’ in his “Studies and Further 
Studies in a Dying CuJtuie’’, MR Books, New 
fork and London, 1972, p 120.) 

The Thmil militants can be rightly faulted 
on many counts: their non-understanding of 
the nationality question in Sri Lanka, their 
wrong ideological moorings, their tactical 
mistakes, etc. But let them not be faulted for 
the wrong reason that thdr armed struggle 
has givm the Sri Lankan state the justifica¬ 
tion for dismantling Htemocncy*. If Sri 
Lankan state is today overtly violent, hasn’t 
it always been cov^y violent? 


On the Sri Lankan Tragedy 

MSS PaniHiua 

Sri Lanka: Ethnic Fratricide and the Diamantling of Democracy by 
S J Dunbiah; Oxford University Press, Delhi, 1986; pp 198, Rs 110. 
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Indian Macro-Economic Policies 

Vi jay Joahi 
1 M D Little 

A good deal has been written about the intricacies of Indian controls, and the consequential price distortions 
which result in apparently irrational production and trading incentives, and the delays and corruption they cause. 
But almost nothing seems to have been written to explain India’s relatively untypical macro-economic policies, 
or to question whether they have been conducive to long-run development. This paper presents a preliminary 
survey of Indian macro-economic policies from 1965 to 1980. 


I 

Introduction 

THIS paper is a preliminary survey of 
Indian macro-economic policies over the 
period 1965 to 1985, clearing the ground for 
the more extended research on this subject 
that we are proposing to carry out during 
the next two years. 

Something needs to be said about the 
meaning of ‘macro-economic policy’, and 
this is especially necessary for a highly con¬ 
trolled economy such as that of India. The 
range of policies here considered as ‘macro’ 
includes the conventional items of Hscal and 
monetary policy, the exchange rate regime 
adopted, and the management of the balance 
of payments. Governmental revenues and 
expenditures apart, tt\esc areas of policy all 
involve controls. In particular, imports, the 
use of foreign exchange, borrowing abroad, 
foreign investment in India, interest rates, 
and domestic credit are all subject to 
control.' These controls both designedly 
and inadvertently affect the allocation of 
resources to particular activities: this aspect 
of the control system has been much studied 
but is here ignored. Wc are interested only 
in the effect of controls on aggregates, the 
overall level of imports, capital movements, 
domestic credit, and the level of investment 
and savings—allocational or efncieiicy 
aspects are regarded as falling within the 
domain of micro-economics. One particular 
control measure which may on the face of 
it appear to be micro-economic in its effects 
is in fact a major insuument of macro- 
economic policy, that is the handling of 
imports and stocks of foodgrains. This is 
because, in India, the variability of the mon¬ 
soon can be a more dominant influence than 
any change in the external environment. 

India exhibits none of the extremes of 
external shock and policy change, or of out¬ 
comes such as accelerate growth or lasting 
major recessions accompanied by large 
increases in unemployment, or inflation and 
debt servicing problems, features that attract 
swarms of economists to the study of the 
‘Southern Cone^, Brazil, Mexico and Korea. 
But the absence of dramatic crises itself 
requites explanation, for there have been 
considerable disturbances. For instance, 
although external shocks were relatively 
small, not exceeding 3 per cent of GNP in 
any year, India periodically suffers an 
internal exogenous shock from drought. 


which has caused a decline of agricultural 
production of as much as 15 per cent in a 
year, and a 5 per cent decline of GDP. 

India’s macro-economic policies have been 
essentially conservative and cautious. 
Budgetary deficits at least until the 19g0s 
have been kept to a very small proportion 
of GNP. When inflation has begun to climb, 
monetary growth has fairly soon been 
reduced with the desired effect. Macro- 
economic policy has thus been more Fried- 
manite than Keynesian, Foreign borrowing 
has been cautious, and capital movements 
strictly controlled. Apart from one devalua¬ 
tion in 1966, exchange rate policy has also 
been conservative; after the breakdown of 
Bretton Woods the rupee was pegged to the 
pound, and later to a small basket of major 
currencies^ (sterling remaining the currency 
of intervention). When reserves proved in¬ 
adequate, the balance of payments has been 
managed largely by variations in the strin¬ 
gency of import controls, but also by varia¬ 
tions in borrowing. 

This relative conservatism needs to be 
explained. India is a country with manifold 
internal divisions and rivalries. Her political 
system is democratic, but concentrates much 
power in the bureaucracy, as well as in the 
hands of a small political elite. Thtse 
characteristics might lead one to wrongly 
expect the populist excesses so common 
elsewhere in the third world. Similarly, 
Indian governments unlike many in the third 
world are very sensitive to inflation and react 
fairly quickly to .suppress it. 

The conservatism also needs to be ques¬ 
tioned. India has in real terms avoided the 
most turbulent outcomes (except where loss 
of agricultural output is due to drought). But 
India has also grown slowly. This slow 
growth has not been uniform, but the trend 
has not deviated,since 1950 frqm the ‘Hindu 
rate of growth’,^ despite a stron-jly rising 
level of savings, and an increasing share of 
government in both output and investment, 
despite the ‘green revolution’, and despite the 
rise and fall of the influence of the. Plan¬ 
ning Commission. Would India have done 
better in the long-run if she had adopted 
Keynesian policies, used the exchange rate 
and interest rates more actively as policy 
instruments, or borrowed more freely? Or, 
would bolder macro-policies and free use of 
such ‘macro-prices’ as the exchange rate and 
interest rates have made little difference to 
so highly controlled an economy? Alter- 
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natively, if India had been much less con 
trolled (and had therefore, most probably, 
grown faster) would she have been able to 
avoid the turbulence suffered by some more 
open economies? 

Interesting questions are also posed by the 
apparent success of essentially monetarist 
policies. India was twice able in our period 
to reduce inflation very quickly, and prima 
facie without very serious loss of industrial 
output or unemployment. This suggests con¬ 
siderable price and ^rage flexibility, and con¬ 
trasts with the experience of many industria¬ 
lised and Latin American countries.^ This 
is a matter that demands much more 
research than it seems to have been given. 
What were the costs of the monetary 
squeezes, and who bore them? 

Lastly, although we have categorised India 
as a low-inflation economy and have descri¬ 
bed her policies as conservative, jt is im¬ 
portant to notice that this is not so true now 
as earlier. Although inflation has proceeded 
in a stop-go manner (almost inevitable in a 
monsoon economy) the trend has been expo¬ 
nential even if mildly so, and the same is true 
of the rate of growth of the monetary 
aggregates. Government borrowing from tlw 
Re.serve Bank averaged about 1 per cent of 
GNP before the second oil shock, but has 
increased to about 2 per cent since. India has 
also resorted to commercial borrowing from 
1981-82 onwards with new commitments 
running at more than S 1 billon a year.’ It 
is too earlv to say whether these straws in 
the wind portend a shift to a more Latin 
American style or whether they will have 
any effect on the trend rate of growth. 

A good deal has been written about the 
intricacies of Indian controls, and the con¬ 
sequential price distortions which result in 
appaamtly irrational production and trading 
incentives, and the delays and corruption 
they cause But almost nothing seems to have 
been written to explain India's relatively 
untypical macro-economic policies, or to 
question whether they have been conducive 
to long-run development. We do not answer 
the questions raised above in this article, 
which does little more than clear the ground 
and point the way to future work. 

11 

Politioal Economy 

Among the features of Indian economic 
management that most demand explana- 
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tions are (1) budgetary conservatism and the 
related fear of inflation, and (2) deep distrust 
of the price mechanism, with its corollary, 
the very extensive use of controls. The first 
of these is especially surprising in view of 
the .serious conflicts and rivalries within the 
subcontinent. There are the inevitable state 
rivalries of a federal system, and even 
independence movements. There is urban- 
rural conflict, and there ate deep communal 
and linguistic problems. Class conflict 
(whether one deflnes classes in terms of pro¬ 
duction roles, or relative income.s) has been 
less a feature than in many economies, 
largely because of the caste system and the 
other rivalries mentioned; but it spottily and 
increasingly manifests itself. 

How is it that the central government has 
not felt the need to throw money at these 
problems? 'lb a limited extent it has done so, 
but it has been within the confines of srnali 
deficits (at least until very recently).* In 
India charismatic leaders have occasionally 
appealed directly to the masses for support, 
but their appeals have not involved the large 
deficits or inflationary wage increases of 
such populist policies in Latin America, or 
even France. 

There are various lines of explanation of 
fiscal conservatism. These are often also 
explanations of the distrust of the price 
mechanism, and the belief in administered 
development. 

/4 deep historical and cultural conception of 
the state as a guardian and protector, rein¬ 
forced both by British rule and by the 
independence movement. 

The British created a small high-minded 
highly elitist bureaucracy with a Gladstonian 
fiscal outlook.^ Congress, when it became 
an independence movement, was imbued 
with Gundhian austerity. Nehru dominated 
the Indian political and economic scene 
from independence to his death. His econo¬ 
mic views were highly heterodox by British 
standards, but not- in the fiscal sphere.* 
Nehru was a Kashmiri Brahmin, and was 
also a Fabian socialist who had suffered an 
upper-clatis English education. All of thc.se 
go with a distrust of business, and some of 
them at least with disregard of the ailoca- 
tional role of the price mechanism, admira¬ 
tion for Russian planning, and genuine con¬ 
cern for the poor. Permitting inflation would 
harm the poor, and could be seen as a loss 
of control and an abrogation of the proper 
role of the state. 

Nehru’s ideas did not conflict with those 
of the Indian Civil Service Before indepen¬ 
dence, the civil service administered law and 
order, with little need to understand econo¬ 
mics or business. Faced, after independence 
with the extraordinary new demands of 
development, it naturally thought in terms 
of administering it, in conformity not only 
with Nehru's philosophy but probably with 
the views of almost all members of the 
Congress leadership? 

The role of the Indian bureaucracy needs 
further consideration. To what extent is it 
an overt political force? Of course, all 
bureaucracies take political decisions of a 
minor kind, and even major kinds when 
faced with a weak government, or a weak 


minister. But some political theorists asdgit' 
a more trading role to the buicaucrats. The 
Latin American theory of the ’bureaucratic 
authoritarian* state suggests that the “army 
and civil service, ostensibly created to serve 
the ‘peoples will’, instead arrogate to them¬ 
selves the task of defining the goals of the 
state which they make to coincide with their 
own”.'" As they see it, the.se goals require 
considerable intervention in the working of 
the economy, which inevitably creates new 
disequilibria and further intervention. This 
multiplication of tasks is in the in’erests of 
an expanding bureaucracy. 

This view of the bureaucracy is certainly 
consistent with the fact that administration 
and defence has grown twice as fast as GDP, 
but since there has been no conflict in these 
matters between the ruling Congress and the 
bureaucracy nothing is proved. There is 
furthermore the fact that the salaries of high 
civil servants have been much reduced in real 
terms since independence Indeed, it has 
been su^ested that governmental sensitivity 
to inflation stems from the fact that these 
salaries are not indexed (nor are those of the 
politicians). But if the bureaucracy is power¬ 
ful enough , to induce political action to 
restrain inflation in its own interests, then 
it is surely powerful enough to see to it that 
its own salaries are indexed. It may be that 
the austerity of the first two post-war 
decades has left a tradition that is not easy 
to break in any overt manner. Although cor¬ 
ruption has reached serious proportions one 
cannot say that the Guardian state has been 
succeeded by a ‘bureaucratic authoritarian’ 
or quasi-predatory slate. India docs not fit 
easily into any classification. 

India is a democracy. Two cheers? 

It may be suggested that democracies are 
less prone to inflation than authoritarian 
governments for the simple reason that 
inflation is unpopular and elections have to 
be won. Our hunch is that a comparative 
study would not support this hypothesis. But 
Indian democracy differs from others. By 
and large Indian parties do not compete 
directly for individual votes with program¬ 
mes based on class interests. Votes are still 
largely determined by caste and community 
membership, or ‘delivered’ in so-called 'vote 
banks’ by shifting alliances of dominant 
castes or factions, especially in rural areas. 
It remains, however, rather obscure as to why 
this might increase the sensitivity of a ruling 
party to inflation, though it is possible that 
the party might fear that inflation would 
lead to a politicisation of the masses or to 
a sharpening of latent class antagonisms. 
One cheer for controls? 

Control of credit made it easier for the 
government to finance itself, at negative real 
rates during the 1970s. llie commercial 
banks have been required to buy government 
paper at controll^ rates of interest. A 
rapidly mounting burden of interest—an 
ingredient of inflationary episodes and debt 
traps in many countries—was thus avoided. 
This’is further discussed in Section IV. 

In one other respect, controls and distrust 
of the price mechanism may have helped to 
restrain inflation. Except for one major 
devaluation, which was widely regarded as 


t political dintster, we aienatiip me tuu 
been pegged, and this may^luve helped to 
maintain some internal price discipline. 
Also, the lack of openness may have dam¬ 
pened the importation of inflation from 
abroad. 

Past irtflation 

It is often suggested that past experience 
of very high or hyper-inflation makes 
governments, once the inflation has been 
mastered or burnt itself out, particularly 
wary of policies that may lead in that direc¬ 
tion. There are certainly some examples, 
Germany, China, UUwan, for instance Some 
systematic comparative work would, how¬ 
ever, seem to be required. India experienced 
a fairly severe inflation (and a major famine 
in Bengal) during the Second World War. 
The inflation was around 40 per cent per 
annum from 1940-43, not in the class of 
hyper-inflations." However, it was over 100 
per cent in 1943, the year of the Bengal 
famine, and it is possible that this con¬ 
tributed to a lasting anti-inflationary ethos, 
and shaped subsequent attitudes and policies 
towards food prices, food supply manage¬ 
ment, and buffer stocks. 

Ill 

India 1966-198S: A Chronological 
Sketch 

This sketch is intended as background to 
the more focused albeit brief review of trends 
of monetary, fiscal, and exchange rate 
policies that follows in Section IV. 

FROM 1966 TO 1970 

The wars with China (1962) and Pakistan 
(I96S) resulted in large increases in defence 
expenditure. It ro.sc*from around 2 per cent 
of NNP before 1962 to around 4 per cent 
between 1962 and 1972. Aid was suspended 
during the Pakistan war, and was resumed 
at a lower real level only after the devalua¬ 
tion of the rupee in 1966, which came 
shortly after but was otherwise unconnected 
with the choice of Indira Gandhi as prime 
minister. The devaluation achieved little in 
the economic sphere, partly because of the 
disastrous droughts in 1966 and 1967. 
Politically, devaluation was a disaster, being 
attacked from all sides as a surrender to 
reactionary capitalist advice stemming from 
the IBRD and AID.'^ Indira Gandhi would 
never have permitted another overt devalua¬ 
tion (but the rupee,was effectively devalued 
in the i970s). The suspensionvand resump¬ 
tion of aid, combing with its apparent 
leverage over Indian policies, also increased 
the popularity of measures to achieve greater 
economic independence. 

The disastrous droughts, aud the very 
large grain imports of those years (food 
iinports rose to about one-third of the 
import bill), did result in a shift of atten¬ 
tion towards agriculture, increased agri¬ 
cultural investment, and rapid official accep¬ 
tance and encouragement of the green 
revolution. From 1967-1971 net cereal pro¬ 
duction rose by about 50 per cent (the 
wisdom of hindsight shows, however, that 
there was no change in the long-run ir^l). 
Agricultural recovery in India, is often haii^ 
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u a new dawn, while its dacUne leads to 
u to ignorant foreign comment to 

the effect that India is a ‘basket case*, not 
worth aiding. NNP also staged a recovery 
growing at 5.5 per cent pa in this period, 
though industry recovered only slowly from 
the recession caused by the drought years. 
This slow recovciy may be partly attributed 
to the fact that in response to the inflation 
caused by the droughts of 1965-66 and 
1966-67. the government imposed restrictive 
fiscal policies. The consolidated government 
deHcit was reduced from Rs 4 billion in 
1965-66 to Rs 0.6 billion in 1969-70, This, 
and the fall in aid, was associated with a fall 
in public investment that was concentrated 
on the transport and communication sectors, 
and also a fall in the trend of investment in 
electricity, gas, and water supply.*’ Ihese 
•economics’ gave rise to shortages in these 
key non-traded sectors which have persisted 
ever since. It is noteworthy that the govern¬ 
ment preferred to cut investment rather than 
risk inflation by running budget deficits. It 
would surely have been better, had it been 
feasible, to maintain investment by augment¬ 
ing public revenue. 

The Third Five-Year Plan also ended in 
1966. Drought and the devaluation madt 
nonsence of the projections, and its initia- 
iion was delayed until 1969. The planning 
commis.sion came under severe criticLsm, 
and lost power and prestige. Ahsay.s only 
advi,sory, its plans had nevertheless been 
strongly indicative to central ministries, state 
governments, and even to the cabinet itself, 
it seems that these indications have never 
since been taken as seriously as in the days 
of Nehru, and central influence over state 
governments has been reduced. 

In 1967 the Congress party lost heavily at 
the polls. In 1969 Indira Gandhi in populist 
mood resolved a long-standing debate by 
nationalising the commercial banks, a move 
which led directly to a split in the Congress 
party and her emergence as the dominant 
leader of the ruling wing. 

From 1970 to First Oil PRict Shock 

The 1970s opened well, with a record 
harvest in 1970-71, low inflation (5.1 per 
cent) and above average growth of GOP (5.6 
per cent). Indira Gandhi won a famous 
victory in the 1971 elections, campaigning 
on the slogan ‘abolish poverty’. Her popu¬ 
larity rose further as a result of the Indian 
victory in the Pakistan/Bangladesh way of 
independence of that year, a war that again 
resulted in a suspension of aid. It also left 
a costly lagao' of 10 million refugees from 
East Bengal. 

Overall government current expendituce 
rose by no less than 22 per cent between 
1970-71 and 1971-72, a period during which 
wholesale prices only rose by S.6 per cent, 
so that the rise in real expenditures was very 
large. Of the increase of nearly 13 billion 
rupees, less than 3 billion was for the defence 
budget, but provision for the refugees cost 
another Rs 3.25 billion (about Rs lis bilUon 
was howevo' recouped from earmarked aid). 
It was not long before the Economic situa¬ 
tion deteriotated. Agricultural production 
fell la 1971^72, but was stiU above trend. The 


1972-73 harvest was very bad, with an R per 
cent fall in agricultural production (and a 
slight fall in GDP). The worid price of wheat 
(and many other commodities) began a 
sensational rise in the summer of 1972. 
Unfortunately India delayed purchases, 
rinally buying less than the government had 
authorised, with the result that there was a 
fall in the availability of fooiigrains in 

1973. *^ Money supply was allowed to grow 
rapdily, rising by 16 per cent in 1971-72 
and 18 per ceni in 1972-73. Food prices rose 
25 pel cent between July 1972 and July 1971. 
There was widcspicad noting in Gujarat, 
and tamine in Maharashtra. The government 
nationalised the wholesale trade in wheat in 
the spring of 1973: this probably made 
matters worse, and the trade was again 
‘privatised’ in 1974. The spurt of inflation 
cau.sed the authoniies to initiate a policy of 
restraint in 1973, wliich became quite savage 
in 1974, when expenditure was i.ui, and taxes 
and interest rates were raised. 

With the new alignment of exchange tales 
between major currencies in I'J7t, India had 
to make a choica Either luck ily oi cleveily 
(see Section IV), a sterling pt;g was chosen: 
there was, liowcvci, very litll e movement in 
the real exchange tale frorri 1970 through 

1974. '* 

From ITrsi Oii Pric i- S.hcx k td 1979 

The preceding paragraphs make it clcai 
that the oil shock was supitrimposed on an 
economy already suffering i.be economic and 
political trauma resulting from the very bad 
harvest of 1972-73, combined with, it 
appears, some mismanagement. 

Expressed as a proportion of GNP, the 
deterioration in India’s 'terms of trade was 
small compared to most other oil importing 
l.DCs.'* But India is a low-trading country 
and the balance of p.'iyments effects were 
large. Ihecunent account changed from a 
small surplus of Rs 280 mi llion in 1972-73 
to a defleit of Rs 9,6 billion in 1974-75, the 
latter representing only 1.4 per cent of GDP 
but 25 per cent c,f the value of exports— 
this change could be accounted for almost 
entirely by the tise in the price of oil.*’ 
There wa.s no loss of reserves, as a result of 
an increase in aid and drawings on the IMF 
low conditionality tranches. After 1974-75 
the current account turned round and was 
in surplus to '.he tunc of over Rs 10 billion 
in 1976-77 nnd remained in surplu.s until 
1980-81. 

This reinaikable turn around from a 
deficit of almost Rs 10 billion to a surplus 
of Rs 10 billion in two years was mainly due 
to a change in the resource balance (Rs IS 
billion), supported by an increase in transfers 
(remittances) of nearly Rs S billion. Fxports 
rose by 60 per cent (39 per cent in volume), 
and imports by 18 per cent (nil in volume).** 
Some additional export incentives were 
given, but the latge change in the real effec¬ 
tive exchange rate, a fall of 17 i>er cent,*’ 
was much more important.'® While there 
may have been some favourable ,non-price 
factors, it is hard to believe that the real 
effective exchange rate did not play an 
important role. 

In a study of macro-economic manage¬ 


ment it is essential to ask to what extent the 
turn around wbn due to policy decisions, or 
to natural equilibrating forces, or to luck. 
And where policy was involved, we also have 
to ask whethei the policy measures with 
favourable outcomes wcie actually intended 
to produce those outcomes. 

W'e saw that in 1973 the government, 
alarmed by the price rises that were caused 
largely by the bad hat vest but also by rising 
world piiccs, began to restrain the growth 
of the money supply. F’rices cominued to rise 
rapidly in 1974, and restrictive policies, both 
monetary and fiscal, were strengthened 
during the first half of the year. Public 
investment fell in real terms, and some non- 
fiscal restrictions on income growth were 
also introduced. These measures were sup¬ 
ported by a good 1973-74 rabi (winter) 
harvest, and by increased imports of grain 
in 1974 (5 million tons). The inflation came 
to a hall, and prices actually fell in the 
autumn, and continued Ihctr fell into 197S 
(despite lather poor harvests in calendar 
1975). The disinflationary policies were not, 
apparently, very painful. Industrial produc¬ 
tion which had scarcely risen from 1972-73 
to 1973-74 lose by 3.2 per cent, 11 per cent 
and 9.6 pet cent in the following three years. 
The reasons why a 20 per cent inflation 
could be eliminated in .so short a time, in 
contrast to the painful experience of many 
other countries, irics out for furl her analysis 
(in the fiJiurc!). 

The disinflaiionary policies had three 
obvious effects. First imports were re¬ 
strained; and here the fall in public invest¬ 
ment was probably of particular importance. 
Secondly, the ‘pull of the home market’ was 
reduced, encouraging exports. Thirdly, and 
almost certainly most important, the real 
exchange rate was devalued as India became 
less inflationary than the world (the tying 
to .sterling also helped, but was less im¬ 
portant: see note 19). The disinflationary 
policies were .set in motion to combat infla¬ 
tion, not to cure an unviable balance of 
payments. They began before the oii price 
shock. And when they were intensified in 
1974, there was no very thieaiening pay¬ 
ments problem. The current balance deficit 
of 1973-74 had been easily financed by an 
increase in aid, and low-tranche drawings on 
the IMF, with only a small use of reserves, 
and the same was true for the larger deficit 
of 1974-75. Other structural policies may 
have played some small role. The govern¬ 
ment did intensify the search for oil, (lut 
there was as yet little increase in output. 
There was also som,. increa.se in export sub¬ 
sidies, but the incentive effect was small 
compared to the real devaluation. Finally, 
however, the luck of the monsoon did play 
a role. The 1975-76 harvest was exceptional 
and huge stcKks of cereals were accumulated 
(reaching 17 million tons by the end of the 
year). In 1975 imports of cereals had been 
higher (at 7.5 million tons) than at any time 
since 1967, but in 1976-77 they were virtually 
eliminated. 

The period of the turn around coincides 
with Indira Gandhi’.s Emergency (June 1975 
to March 1977). But the Emergency was not 
caused by macro-economic events. Nor does 
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it appear to have had more ihan marginal 
macro-economic effects. Thx collection was 
improved, and remittances may have been 
increased, but though useful this was small 
beer. It is also suggested that fear of 
disciplinary action led to a release of 
hoarded food stocks. 

In March 1977 Indira Gandhi lo.si the elec¬ 
tion she had proclaimed in January. The 
Janata government succeeded, with Morarji 
Desai as premier, and the Emergency was 
over. Nothing much of note occurled in the 
next two years (the Janata government fell 
in December 1979), except in (he negative 
sense that India was very slow and half¬ 
hearted to make use of the large reserves of 
both foreign exchange and cereals that had 
accumulated, and continued to accumulate 
until the second oil price shock and the 
disastrous harvest of 1979-80. Imports were 
liberalised to some extent in 1976-77 and 
1977-78, but the continued policy of almost 
total protection of Indian manufacturing 
prevented any upsurge. This may be a good 
example of how micro-policies can affect or 
inhibit macro-economic flexibility. However, 
money supply grew rapidly, fuelled by the 
rise in reserves. Mj rose at over 20 per cent 
pa between 1975-76 and 1978-79. It is a 
puzzle, needing further thought, that infla¬ 
tion remained low. India was criticised at the 
time for not using its large re.serves, but it 
has to be noted that they came in very handy 
in the aftermath of 1979. 

Imports did rise faster than exports, but 
the rising level of remittances kept the cur¬ 
rent account balance positive, albeit declin¬ 
ing after 1976-77. It remained positive until 

1980-81. Aid fell sharply after 1976-77;^' it 
was, after all, only going to swell the reserves 
which, reached a level equal to more than 
nine months imports by the end of 1978-79. 
(IMF drawings were also 'repaid'.) The good 
harvest of 1977-78 resulted in some further 
accumulation of cereal stocks, which reached 
a level of 21 million tons in July 1979. Apart 
from liberalising imports, an increase in 
public investment would have been the 
obvious way of stimulating the economy: but 
central government capital expenditure 
stayed level from 1975-76 to 1977-78, and 
there was a consolidated government surplus 
taken over these three years. 

Second Oil Price Shock, and Beyond 

As in 1973-74 the oil price shock was a 
small proportion of ONP,^' and India was 
among the least affected of the oil-importing 
LDCs. Between 1978-79 and 1980-81 the 
resource balance deteriorated by Rs 4.3 
billion. The current account deteriorated by 
less (Rs 2.3 billion) to about Rs 2 billion, 
mainly because of a further growth in remit¬ 
tances. The deficit was reduced only very 
slowly in the following three years, in sharp 
contrast to what happened after the first oil 
shock. As a proportion of exports these 
deficits were around 20 per cent, as com¬ 
pared with the 25 per cent of 1974-75. There 
was no such great turn around as after the 
first oil price shock. 

The .second shock, like the Brst, was 
imposed upon perhaps the worst harvest 
since independence, agricultural production 
falling by 15 per cent in 1979-80 and ODP 


by over 5 per cent. This paused food prices 
to rise by 8.4 per cent in 1979-80 and 11.3 
per cent in 1980-81. These price rises were 
iejs than in 1973-74 and 1974-75, because 
some 14 million tons of cereals were released 
from stocks. There were no net impons, so 
the bad harvest did not significantly affect 
the current balance of payments. The whole¬ 
sale price index, influenced also by world 
prices, rose by more than food prices, by 17 
per cent and 18 per cent in the same two 
years. The government’s reaction to this 
inflation was much less fierce than to the 
eat Her inflation. Only in 1981-82 did the 
growth of the money supply become less 
than accommodating, and inflation of the 
wholesale price index fell to an average of 
about 7 per cent in the following three 
years—as against 2 per cent in the three years 
after 1974. The consolidated government 
deficit which reached 3 per cent of GDP in 

1980- 81 was reduced to 1.9 per cent in 

1981- 82 and 1.6 per cent in 1982-83. Further 
to this, public sector investment rose by 4 
per cent in real terms in 1980-81 contrasting 
with a fall of 14.5 per cent in 1974-75; 
moreover it rose by about 10 per cent p a 
in each of the following three years. Since 

1982- 83, various public finance ihdicators 
have deterioiated sharply. As a proportion 
of GNP, public saving has been falling, con¬ 
solidated government and public sector 
borrowing has been rising and so has net 
Reserve Bank credit to government. 

Thus on this occasion the (incomplete) 
adjustment of the balance of payments 
deficit was not primarily due to deflationary 
mea.sijres. Exports were relatively sluggish, 
rising by only 3.6 per cent p a in real terms 
from 1978-79 to 1983-84. Though in large 
part due to a slowdown of world trade, it 
should also be noticed that exports received 
no boost from a depreciating real exchange 
rate, since on this occasion India’s inflation 
exceeded that of its main trading counter¬ 
parts and rivals. The real exchange rate 
appreciated by 14 per cent between 1979 and 
1981.^^ This appreciation was slightly offset 
by various export mcentives, but the contrast 
with the second half of the 1970s remains. 

The behaviour of imports was also dif¬ 
ferent. After the first oil shock the volume 
of imports fell to a Ipwef real level for three 
years, much the largest proportional fall 
being in capital good imports. In contrast 
there was a large rise in the volume of 
imports, especially capital goods, after the 
second shock. Comparing the three years 
before and after March 31. 1980, the volume 
of imports rose by 50 per cent, and capital 
good imports by KX) per cent. The overall 
total was held down (relatively) by the 
successful import substituting ‘adjustipent’ 
programme in oil. The volume of petroleum 
imports peaked in 1980-81. Bet^n then 
and 1983-84, there was a 40 per cent fail. 
India now impons about one-third of its oil, 
against two-thirds in the 1970s.^^ The large 
rise in impons can be attributed to lilxxalisa- 
tion, to the overall rise in investment, and 
to a greater public share of investment 
associated with very import- and capital- 
intensive- ‘adjustment’ programmes of 
impon-substitution in energy (oil and coal) 
and fertilisers. “ 


it would be nice to be able to record that 
the more expansimiary policies of the 19^ 
including the large rise in public impori- 
substituting investment, bad resulted in some 
acceleration of industrial output. The reverse 
has been the case. Industrial output rose at 
only 3.4 per cent p a from 1980-81 to 

1983- 84, As a result ICORs which fell after 
1974 with expanding manufactured exports 
and production, have ri.sen again to their 
highest levels. 

How was the external deficit financed? In 
1980-81 India drew Rs 8.15 billion from the 
IMF lYust Fund and the Compensatory 
Financing Facility; and in November 1981, 
it agreed to a very large Extended Fund 
Facility arrangemoit for SDR 5 billion over 
three years (about Rs 50 billion), only 3.9 
billion of which had been used when India 
terminated the arrangement in May 1984. 
Apart from the IMF, concessional flows rose 
above the level of the 1970s, and IBRD loans 
increased. Reserves were, run down from 
their very high level, equal to nine months 
imports in 1978-79 to a 'normal’ level of 
three months imports in 1981-82. Thereafter 
India resorted to commercial borrowing for 
the first time in any significant amounts and 
new commitments have recently risen to 
more than $ 1 billion a year.^^ As of end 

1984- 85, the external debt to ODP ratio was 
17 per cent, still a low figure compared to 
most developing count: ies. The terms of 
borrowing have hardened as the proportion 
of non-concessionary loans have risen, but 
the debt .service ratio was still at the modest 
level of 15.5 per cent. 

IV 

Fiscal, Monetary and Exchange 
Rate Policy 

It is clear from the previous section that 
there has been a creeping evolution in the 
past twenty years towards increasing public 
sector deficits, and inflation. India in recent 
years is also relying more on foreign borrow¬ 
ing. The inflation has come in fits and starts, 
associated both with bad harvests and 
import price rises.. Monetary and fiscal 
policies have been successful in reducing 
inflation, but the reaction appears to come 
when inflation is already well under way— 
and after a period when the money supply 
was allowed to increase rapidly. Public 
investment has been rather erratic. Export 
growth has also been erratic, and is closely 
associated with the real exchange rate, which 
in turn is closely associated with the rate of 
inflation (given India’s reluctance to use the 
nominal exchange rate very actively). The 
dynamics of all this awaits further analysis. 
Meanwhile in the rest of this section we 
discuss some of the problems connected with 
the conduct of fiscal, monetary and ex¬ 
change rate policies, and the medium- to 
long-term issues that arise. 

In an economy in which borrowing from 
the central bank is a m^jor source of govern¬ 
ment receipts, the distinction between fiscal 
and monetary policy gets rather blurted. 
Some overlap is therefore unavoidable in the 
discussion under these two headings though 
it should be noted that since the Reserve 
Bank does have some instruments to offset 
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the inipBCt of its lending to the government 
on Wgh-powered money (or 'reserve money’ 

In Indian usage) the distinction does not 
vanish entirely. 

Some traditional questions about fiscal 
and monetary stabilisation policies cannot 
be answered without further study. For 
example, has fiscal policy exacerbated the 
real cycle? Fiscal contraction has generally 
been undertaken in response to inflationary 
pressures arising from weather-induced 
reductions in food output. An important 
instrument of fiscal contraction has been 
reductions in public investment which have 
intensifled the deflationary effects of 
agricultural decline on industrial output. 
Would it have been feasible, by following 
alternative policies (more vigorous food 
imports and distribution; octernal borrow¬ 
ing) to have maintained a more even path 
of public investment? Would a more stable 
path of public investment have reduced 
industrial fluctuations and perhaps have 
even improved the trend rate of industrial 
growth? 

Some obvious questions about monetary 
policy also suggest themselves. Would the 
acceleration of inflation in the 1970s have 
been prevented by monetary targeting, and 
at what cost if any in terms ot the growth 
of output? Of course, monetary targeting 
requires controllability of reserve money, an 
issue which we comment on below. But it 
also requires a stable demand for money 
function and a stable money multiplier. I'he 
evidence in favour of ^ch stability is mixed 
and needs further investigation.-* On 
exchange rate policy, the evidence is clearer; 
wc argue below, that there is a strong 
presumption that more active use of the 
exchange rate after the second oil price shock 
would have increased industrial output, and 
reduced the need for commercial borrowing. 

In discussing flscal and monetary policy 
in this section, we largely ignore the above 
traditional questions regarding stabilisation 
and concentrate on ‘the micro-macro link’. 
A fashionable view about Indian economic 
policy is that it was unsound micro- 
economically but sound macro-economically 
and further that these phenomena were 
positively linked; in other words, that the 
controls which led to micro-economic in¬ 
efficiency actually made macro-economic 
balance easier to attain. There is indeed 
something to be said for this view. There is 
an obvious sen.se in which India's insulation 
from world trade and capital markets, and 
her financial controls, both reduced the 
direct impact of the external shocks of the 
1970s and facilitated swift adjustment to the 
shocks that did penetrate the economy. 

Nevertheless there is much to be said on 
the other side. The following sub-sections 
show that in a subtle creeping way, the 
micro-economic inefficiencies, acting in 
combination with political changes, have 
reduced macro-economic flexibility over 
time. 

This is to be seen in fiscal policy (the rise 
in.tax evasion; the inflation-inelasticity of 
tax revenues and public enterprise profits; 
the growth of subsidies), in monetary policy 
(the lack of a bond market; the very limited 
ability to use interest rates as a maoro- 


economic instrument) and in exchange rate 
policy (the creation of industrial interests 
vested in the control systems; a reduction in 
the elasticity of supply). 

fiscal policy 

A noteworthy feature of recent Indian 
economic performance is the deterioration 
in public finances after the second oil price 
shock, a deterioration serious enough to 
make the financing of public sector outlay 
in the Seventh Five-Year Plan (1985-86 to 
1990-91) look highly uncertain. The bud¬ 
getary deficit, the consolidated government 
and public sector borrowing requirements, 
and net RBI credit to the government have 
all increased in recent years as a proportion 
of ONP.^’ 

The consolidatt'd government’s tax take as 
a proportion of GNP rose substantially 
during the 1970s hut has stagnated in recent 
years. One important reason is that agri¬ 
culture (which contributes more than a third 
of national income) is free from direct 
taxation. Agriculture is a state subject under 
India’s federal constitution and politics at 
the state level are dominated by rural 
interests. The central government has not 
made any serious attempt to (lersuade the 
state governments to grasp this particular 
neulc. 

1ax evasion has become an important pro¬ 
blem. This is one reason for the falling share 
of direct taxes in national income. But there 
is also evasion of indirect taxes. It is well 
known that the unorganised and small-scale 
sectors arc ‘ta.s havens’. Presumably the 
growth of evasion is partly the result of the 
system of contiols. Changing public mora¬ 
lity and the dilution over time of the austere 
ethos of the Indian national movement have 
also contributed. 

Indirect tax revenue is inelastic with 
respect to inflation not merely because of 
the large number of specific taxes but also 
because many taxed products have admini¬ 
stered prices that are adjusted discouti- 
nuously. Finance ministers faced with the 
need for increasing revenues have for the 
most part obtained them by increasing in¬ 
direct tax rates and tariffs. The indirect tax 
structure has become exceedingly complica¬ 
ted with much cascading of taxes on inter¬ 
mediate goods. The recognised inefficiency 
of this structure has increased the pressure 
for tax reduction. 

Conflict between the centre and the states 
has sharpened in the past decade, and this 
has had a bad eftcci. The finance commis¬ 
sions that govern the division of revenues 
have had a ‘gap-filling approach’; so the 
states have been able to secure larger shares 
of taxes collected by the centre by showing 
bigger deficits. This has reduced the tax 
effort of the states and is one reason for the 
worsening financial position of the centre 
which now regularly has a deficit balance 
on current revenues and expenditures. 

Though non-tax revenues have risen, they 
are making an inadequate contribution. The 
Outstanding problem here is the low profit¬ 
ability of public sector enterprises. The 
overall gross rate of return on capital 
employed in public sector enterprises is 
around 12 per cent. Excluding the highly 


profitable oil sector, however, the return is 
only S per cent (and would be considerably 
lower on an inflation-accounting basis) 
There are many prominent loss-makers it 
mining, heavy engineering, metals, chemi¬ 
cals and pharmaceuticals, indeed in the 
entire range of manufacturing industry. State 
electricity boards.are notorious for their 
inefficiency. In addition the government has, 
for employment-protection reasons, taken 
over many ‘sick’ units, particularly in the 
textile industry, which survive only with 
subsidies from the budget. 

There are many reasons for the low profit¬ 
ability of public sector units. One reason is 
their inappropriate pricing policies. There is 
a tendency to keep down administered prices 
of key good.s. But the problem is recognised 
to be deeper than that. It relates to the lack 
of penalties for inefficiency in an economy- 
in which there is very little external competi¬ 
tion. and not much internal competition 
cither. No substitute for competition has 
been devised to enforce efficiency. Public 
sector managers are not accountable for 
financial performance. There i.s known to be 
a great deal of political interference in the 
running of public sector enterprises. An 
important assumption in the financing pio- 
jectioiis for the Seventh Five-Year Plan is the 
doubling of the contribution of public sector 
enterprises as a proportion of GNP. It is not 
at all clear how this is going to be achieved. 

Subsidies (of which 70 per cent relate to 
food, fertilisers and export.s) have grown 
rapidly. Central government subsidies have 
grown from 0.7 per cent of GDP in 1973-74 
to around 2 per cent of GDP in 1984-85. 
Growing export subsidies represent an 
attempt at partial redressal of export pro¬ 
fitability given the reluctance to devalue the 
nomiral exchange rate. In the case of food, 
it seems to be a political constraint that pro¬ 
curement prices cannot be reduced even i( 
there is a bumper crop. There are similar 
political difficulties in raising the issue prices 
of fertilisers (which particularly benefit the 
larger, richer farmers) to keep up with the 
rising cost of inputs. There arc many other 
subsidies representing, in the opinion of 
some observers, an attempt to buy off 
various pressure groups (sec the reference to 
P Bardhan in Section II). 

Government interest payments, which can 
be both cause and effect of the deteriora¬ 
tion in public finances, have grown rapidly 
as a proportion of GDP from about 1.7 per 
cent in 1975-76 to about 3 per cent at present 
and are expected to rise further in the 
Seventh Plan. Public debt ratios have shown 
a deteriorating trend in the last ten years. 
Internal public debt (net of borrowing from 
the Reserve Bank) was 32 per cent of GNP 
in 1972-73; it fell to 19 per cent in i.974-75 
largely because it was eroded by inflation; 
since then it has doubled to 40 per cent in 
1984-85. (If borrowing from the Reserve 
Bank is not excluded, the corresponding 
figures are 45 per cent in 1972-73, 38 per cent 
in 197-1-75 and 57 per cent in 1984-85.) It 
is worth noting that internal public debti 
ratios did not fall during the inflation of 
1979-80-1980-81 unlike that of 1973-74- 
1974-75. This reflects the larger government 
borrowing in the later period. In the 1980s, 
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there has been some upward adjustment in 
government borrowing rates which has con¬ 
tributed to the rise in public debt ratios but 
that is not the only or the main reason. 

The rise in the internal public debt ratio 
might be regarded as the inevitable by¬ 
product of a rising public investment ratio, 
and not perse alarming. It is alarming only 
if it shows an explo.sive tendency. There arc 
some disturbing trends in this respect. On 
the one hand, the real rate of return on 
public sector investment i.s very low. In the 
past this has been offset by the low (and 
often negative) real rate of interest on 
government borrowing. However there is 
pressure for the latter to rise for various 
good reasons fdiscussed fuither in the sec¬ 
tion on monetary policy). Controlled interest 
rates op lending to the government and to 
various priority .sectors have sharply leduccd 
bank profitability For this and vaiious other 
reasons connected with reaping some of the 
benefits of financial liberalisation, there is 
a move to icquirc the government to pay 
market-related positive real rates of interest 
on its borrowing. The short-term effect of 
this would be to raise government interest 
payments further; and the move may back 
firc unless higher interest rates induce greater 
efficiency and profitability in public sector 
enterprises. (It is doubtful if greater effici¬ 
ency would be achieved by higher interest 
rates alone without other radical measures.) 

India's external boi rowing was cautious 
during the 1970s and that seems sensible 
given the fact that foreign exchange reserves 
were comfortably high. In the more aggres¬ 
sive strategy adopted in response to the 
second oil price shock, commercial borrow¬ 
ing has increased sharply and, as already 
noted in Siection I, was running at more than 
$ I billion for each of the last three years. 
There is nothing wrong with such borrowing 
if it finances investments with a high return, 
and if export growth can be kept up. The 
latter proviso lias not, unfortunately, been 
realised; as discussed below, exchange rate 
management is partly to blame. 

MoNfcTARY Policy’® 

By law, and in practice, monetary arrange¬ 
ments in India severely constrain the scope 
for a monetary policy that is independent 
of the government budget. The government’s 
borrowing ic()uircmeiit is met in substantial 
measure by the banking system in general 
and by the Reserve Bank in particular. The 
Reserve Bank holds 90 pei cent of outstand¬ 
ing treasury bills and 30 per cent of out¬ 
standing government securities. Borrowing 
from the Reserve Bank adds diiectly to 
reserve money; from 1970 to 1985, net 
Reserve Bank credit to government consti¬ 
tuted a staggering 97 per cent of additions 
to reserve money. (1'his figure does, however, 
mask some changes; for example, from 
1975-77, rising foreign exchange reserves 
were the dominant influence on reserve 
money and the Reserve Bi(nk was not 
entirely successful in sterilising this inflow.) 

Since the Reserve Bank cannot control 
government deficits and has to lend to cover 
themv^lbnetary policy is in effect largely 
concerH with making room for the govern¬ 
ment iifreserve money expansion. The cash 


reserve ratio <CRR) which regulate* the cash 
reserves of commercial hanks has been 
frequently used. By law, the CRR has an 
upper limit of IS per cent (though of course 
parliament could change the law). Starting 
from 5 per cent in 1973, the trend has been 
firmly upward. Currently the average effec¬ 
tive CRR stands at about 12 per cent. The 
banks must also obey the statutory liquidity 
ratio (SLR) which specifies the proportion 
of their deposit liabilities tb^ must invest 
m government securities. By law, the upper 
limit on the SLR is 40 per cent; starting from 
25 per cent in 1970 it has been increased in 
steps to its current level of 37 per cent. 
Raising the SLR does not directly reditce 
reserve money but captures bank credit for 
government use; however, for any given level 
of government expenditure, it indirectly 
reduces the government’s need to borrow 
from the Reserve Bank and therefore reserve 
money expansion. Other financial institu¬ 
tions such as the nationalised Life Insurance 
Corporation are also required to hold a 
substantial proportion of their assets in 
government securities, interest rates are 
administered: the whole rate structure is 
con.strained by government borrowing rates. 
Government Ixirrows cheaply and also stipu¬ 
lates that banks tend cheaply to various 
‘priority’ sectors such as small-.scale industry 
and agriculture. Banks have to direct 40 per 
cent of their credit to- these sectors in 
addition to obeying SLR requirements. As 
a lesult, deposit rates are kept low and 
lending rates to organised private manufac¬ 
turing iiidastry are kept high. Even so, bank 
profitability is very low. In the abovastruc- 
turc, there is no .scope for open market 
operations (the captive government bond 
market is not going to absorb more low 
yielding securities than it has to) and little 
scope for interest rate policy. Another instru¬ 
ment of monetary policy is discretionary 
lending (or ‘refinance’ in Indian usage) to 
commercial banks by the Reserve Bank. The 
Reserve Bank can vary reserve money by 
changing the credit thresholds that.quahfy 
banks for refinance. This could potentially 
be important but is not so in practice. 
Reserve Bank refinance is primarily aimed 
at ‘priority’ activities such as food procure¬ 
ment and export credit, and therefore can 
be varied only within narrow limits. 

The above account implies that the CRR 
is effectively the only instrument of mone¬ 
tary control. But the CRR is a blunt instru¬ 
ment which cannot discriminate between 
banks. In using it, the Reserve Bank runs the 
risk of dislocating financial markets (as 
indeed happened in the last quarter of 
1981-82). This may partly account for its 
reluctance to use the CRR more savagely 
after 1975 to sterilise balance of payments 
surpluses. 

There is one other instrument which 
deserves some comment, viz, quantitative 
credit controls. The official line of the 
Reserve Bank used to be (and to some extent 
still is) that it exercises direct control not 
merely over the allocation of bank credit but 
also over its total volume. In earlier years, 
there seems to have been some confusion 
within the Reserve Bank on this subject. The 
links between reserve money and total 


money siippfy were imperfectly (nicierstood 
and it would appear ttot the Reserve Bank 
fell prey to the rhetoric of planning and 
believed that the volume of bank credit 
could be controlled directly and indepen¬ 
dently of reserve money creation. This Mief 
weakened monetary control for it had the 
result that the growth of reserve money 
(through government borrowing and ex¬ 
ternal influences) was not regularly moni¬ 
tored. The Reserve Bank consequently 
tended to react rather late to pressures 
increasing the money supply. However, many 
years of overshooting of cr^t targets (banks 
finding ways round reserve ratios and 
defaulting on them, as one would expect if 
reserve money growth and demand for credit 
are strong) has dispelled much of the con- 
fiLsion; continuous monitoring of monetary 
and credit aggregates during the Extended 
Fund Facility programme also helped in this 
process. 

The above monetary framework has led 
to two effects; (i) there has btx-n upward 
pressure on the growth of money supply. 
(Jovernment borrowing from the Reserve 
Bank has increa.sed reserve money, and the 
Resetve Bank has been understandably 
reluctant to squeeze private sector liquidity 
beyond a point for fear of hurting produc¬ 
tion. and (ii) monetary management has 
been inflexible and jerky because of the tack 
of sensitive policy instruments. 

I'hcrc are currently suggestions in India 
that the above complex of problems should 
be attacked by breaking the link between 
government deficits and the money supply.” 
Under this scheme, the government would 
meet all its requirements by borrowing from 
the market. Since the SLR cannot be raised 
indefinitely (without disastrous effects on 
bank profitability), this would require rais¬ 
ing treasury bill and government bond 
coupon rates substantially. If successful, 
such a change would make open market 
operations and interest rate variations 
genuine instruments of policy. However, 
there are two serious transition^ difficulties 
in the scheme (which the government has not 
yet agreed to). First, as already mentioned, 
the increasing share of government has not 
destabilised public finances despite the low 
real rate of return on public investmeiU 
because the government has borrowed at 
negative real rates. If interest rates on 
government borrowing rise without an in¬ 
crease in the efficiency of public investment 
the public finance problem will get worse. 
Secondly, during the transition, the private 
sector would suffer a powerful ‘crowding 
out* in the credit market with consequent 
effects on output. Thus, it is not easy to get 
out of the box .of government financial con¬ 
trols.’^ The Chakravarty Committee (see 
note 30) has also come out in favour of 
monetary targeting (the target taking the 
form of a range) in order to control inflar 
tion. Though the Committee did not empha¬ 
sise this, controlling money growth is an 
especially important issue given India’s great 
reluctance to alter the nominal exchange rata 
Any such suggestion of course requires that 
reserve money should be controlk^le which 
raises the problems discussed above. 
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Exchange Rate PoUcv 

One may distinguish between (a) the 
designation currency—that in terras of 
which the rupe* exchange rate is announ- 
ced, (b) the intervention currency—that 
which the Reserve Bank normally buys and 
sells, and (c) the peg.currency, or basket of 
currencies—that in terms of which the value 
of the rupee is kept fixed or within a certain 
range. 

It was said in S^tion 111 that after the 
experience of the 1966 devaluation Indira 
Gandhi would never have permitted another 
overt devaluation. After the dollar cut loose 
from gold in August 1971, the dollar briefly 
became the designation and the peg cur^ 
rency. But in December 1971 after the Smith¬ 
sonian realignment of major currency rates, 
sterling was chosen as the designation, inter¬ 
vention, and peg currency; and remained so 
until September 1975. The effect of this was 
that the tffective nominal exchange rate 
(against a trade weighted basket of ten 
currencies) was devalued by 20 per cent over 
the same period; but the rupee was not 
overtly devalued. 

il should be possible to ascertain, and 
certainly interesting to know, the exact 
reasons foi the choice of sterling. It coula 
have been a clever anticipation of the weak¬ 
ness of sterling on the part of those (or 
someone) who believed that the rupee should 
be effectively devalued. Or it may have been 
a political reaction against the dollar peg 
resulting from the very bad US-lndian rela¬ 
tions due to the war in Bangladesh. After 
1975 the peg was altered to a basket of 
currencies with undisclosed weights, though 
sterling remained the designation and inter¬ 
vention currency (for old times sake?). The 
perfectly sensible reason given was that this 
would reduce undesirable variations in the 
nominal effective rate (though it seems 
possible that a further effective devaluation 
was feared and thought undesirable, if sterl¬ 
ing remained the peg). The margin permitted 
around the peg was 2.5 per cent, raised to 
5 per cent in January 1979. Officially, the 
peg has not been changed since 1975, but 
this did not prevent a fall in the nominal 
effective rate of 7 per cent by 1983, and 
about 17 per cent 1985. 

But it is necessary to concentrate on the 
behaviour of the real effective exchange rate 
as a measure of competitiveness (we use the 
same broad ten-country measure as for the 
nominal effective race). We saw in Section 
III that there was a large fall (devaluation) 
in the rate after 1974, mainly as a result of 


the fact that India's prioes were rising more 
slowly than those oT its competitors, but 
partly because the rupee was pegged to sterl¬ 
ing until September 1975 (this was respon- 
si^ for most of the fall in the NER). India’s 
exports rose as never before or since. From 
1979 to 1981 the reverse happened. Exiwrts 
stagnated. The table speaks for itself. 

The authorities seem to have been able to 
engineer a fall in the NER in the most recent 
period (probably because of the fall in the 
dollar), but nowhere near enough to wipe 
out the large appreciation of the rupee 
between 1979 and 1983. 

Some of the reasons why India has not 
adopted a more active exchange rate policy 
were discussed in Section III—the hangover 
from the 1966 devaluation, and a general in¬ 
herited distrust of the price mechanism. But 
there are other more rational, though in out 
opinion misguided: reasons. India is still the 
intellectual home of elasticity pessimism, 
despite a mass of contrary evidence both 
from India and from all over the world. This 
is not the place for an elaborate refutation. 
A relatively sophisticated version of the 
argument is that the supply response would 
be weak unless many other reforms were 
made, and these are politically impossible. 
No doubt, there is something in this argu¬ 
ment. But the rapid growth of exports ip the 
.second half of the 1970$ suggests that ex¬ 
ports can respond well even when little is 
done to increase the elasticity of supply. 
Other common arguments are deployed, that 
it would be bad for public finance, and bad 
for income distribution. We have not exa¬ 
mined the validity of these arguments, but 
doubt their significance. Almost certainly il 
is more important that the export lobby is 
weak, and that the import-substitution lobby 
appears to believe that a devaluation (asso¬ 
ciated with liberalisation) would not improve 
their profits and might even reduce them. 

Cunrluding Obsrrvationn 
and Queationn 

(I) By the standards of many developing 
countries, India has been a low-inflation 
country. The deepei reasons for this are not 
well understood though some possible expla¬ 
nations have been presented above. The con¬ 
ception of the Indian sute as guardian and 
protector, the austere outlook of the bureau¬ 
cracy, the desire of the political elite for 
legitimacy, the experience of past inflation, 
the presence of financial controls may have 
all played a part. But the mystery is not en¬ 


tirely resolved since some of these dements 
are present in some high-inflation countries. 

(2) Indian macro-management has been cau¬ 
tious and conservative But is this changing? 
More, inflation seems td be tolerated, and 
though it arises in fits and starts, with the 
monsoon, there is a rising trend. Budget 
deficits seem to be becoming more of habit 
and government borrowing is increasing 
sharply as a proportion of GDP. Commercial 
borrowing at quite high real interest rates is 
now resorted to, in contrst to the 197<ls when 
real interest rates were often negative. It is 
too early to say whether the tendency to fiscal 
laxity is temporary or more enduring. If it 
is the latter, further questions are raised. Is 
the growth of fiscal irresponsibility related 
to the decline in standards of public morality 
and of politidil and bureaucratic austerity?” 
Is it still correct to entertain the image of 
the civil service as a band of dedicated 
guardians? 

(3) A pattern of economic management was 
discernible in the 1960s and 1970$. A bad 
monsoon caused inflation and .scared the raj. 
There was some procrastination in the hope 
of a quick natural reversal. If it did not 
come, and inflation rose further to around 
15 per cent or more, there was a monetary 
and fiscal crackdown that was successful. So 
far as industry was concerned this was pro¬ 
cyclical; moreover, the cuts in public invest¬ 
ment, particularly in infrastructure, caused 
long-run problems. The correct response 
would probably have been to maintain 
investment by augmenting public revenue or 
by running down stocks of cereals and using 
reserves or borrowing to increase imports. 
But this would have required a stronger trade 
balance which in turn would have required 
different foreign trade policies. At this stage, 
however, this is only a hypothesis in need of 
careful examination. 

(4) A more steady expansionary policy partly 
along these lines has been attempted in the 
1980s. But a key clement of success has been 
missing: the reduction in world inflation and 
rise in Indian inflation has resulted in slug¬ 
gish export growth. In this, the role of real 
exchange rate seems to be inescapable. The 
sluggish growth of exports and the deteriora¬ 
tion in public finances has created an un- 
.satisfactory macro-economic situation. This 
is not yet apparent to the man in the street 
but the problems are there under the surface 
Can another repetition of the traditional 
cycle of inflation followed by cuts in public 
investment be avoided? 

(5) We have suggested various ways in which 
the micro-control sys'em reduces the flexibi¬ 
lity of macro-economic policy. The manner 
in which the economy reacts to macro- 
economic policy also needs much further 
investigation. Many of our observations 
need further substantiation and many loose 
ends have been left. More research should 
be rewarding. 

Notes 

[This paper was read at a conference held in 
Helsinki in August 1986 in memory of Carlos 
Diaz Alejandro. The authors would wiecoine 
comments. These mav be sent to Vijay Joshi, 
Merton College, Oxford, UK.) 


Table: Chanoes in Exchange Rates avu Expokts 



RER 

NER 

Siuue of World 
Exports (Vol) 

Export Volume 

(percentage per 
annum) 

(percentage changes) 

1974-79 

-23 

-12 

t-26 

+ 11* 

1979-83 

■(•15 

-M 

+2 

+0.6 

1983-85 

-3 

-11 ^ 

pnAabty 

probably 




negative 

negative 


Notts : a The Economic Survey, Government of India 1985-86, table 6.5 imidies-)■ 8.4 per cent pa. 
b Authors' estimate. 

Sourtes; Jodii (84) table 2, for exchange rates; Ahluwtfia (1985), table 5, for export volumes. 
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t Industrial licensing is another very im¬ 
portant control, but it is peripheral to our 
present range of interest. 

2 The composition is not officially disclosed. 

i So dubbed by Raj Krishna (3.6 per cent p a, 
or about 1.5 per cent per caput per aimuni). 
Our repeated as.sertations of unchanging 
trends are substantiated as follows. Tests foi 
changes in the trend rate of growth were 
made for GNP, agricultural production, and 
cereal production for the period 1950 to 
1984. The trends were 3.60 per cent pa, 2.60 
per cent p a, and 2.57 per cent p a respec¬ 
tively. The sample.s were then split at 1968 
and 1979. In no case did the Chow test for 
parameter stability reveal any evidence 
whatever of a change in trend. For instance, 
when the sample was split at 1968 the Chow 
test figures were 1.24 for GNP, 0.60 for 
agricultural production, and 0.59 for cereal 
production. The figure of 1.24 shows that 
the hypothesis that the better fit is obtain¬ 
able by splitting the example, and not due 
to chance, can be easily rejected at the 10 
per cent likelihood level. Figures below one 
imply that the tiend of the first period fits 
the second period better than it did the first! 
When the sample was split at 1979, the test 
figures were 1.15 lot GDP, 0.93 for agri¬ 
cultural production, and 0.76 for cereal 
piodiiciion. Our ihank.s are due to 
Dr r Jenkmson, Met ton College, Oxford 
for making these tests. 

4 India, however, is not unique in this respect. 
Taiwan in 1974 brought an inflation of 
around 40 per cent (over the previous 12 
months) down to near /cro in a few weeks. 
lndone.s,ia may be another example. 

5 Ahluwaiia (1985), p 10, 

6 h has been argued that a large increase in 
subsidies and other current expenditure 
since the mid-1960s results from conflict 
between three dominant classes, the rich 
farmers, the industrial bourgeoisie, and the 
professionals. See Bardhan (1984), chapters 
6, 7 and 8. 

7 The second volume of Philip Woodruffs 
account of the men who ruled India is 
appropriately sub-titled The Guardians. Of 
course, Britain ruled elsewhere, and ex- 
British colonies have not always been finan¬ 
cially conservative. But nowhere else was 
there such a long-standing hierarchical 
bureaucracy created with the traditions of 
the ICS. In Africa, indirect rule was more 
the theory and practice of government. 

8 The sire of the Third Plan became an 
important political issue in 1959. Nehru 
strongly supported a large plan. But neither 
he nor anyone argued that it .should be sup¬ 
ported by inflationary financing. 

9 . .the Congress inherited an administtative 
structure, which it had to use for a new 
purpose. Its ideas became, not to disrupt 
the status quo, but to build up its 'socialistic 
pattern’ of economy on the foundation of 
the existing order without any violent 
disturbance. In the prosaic task of reforma¬ 
tion, the Congress Party, in the opinion of 
its critics, has tried to convert every problem 
of rational reconstruction into an admini¬ 
strative problem... Tlicte is an effort to 
continually add to new responsibilities, 
instead of a desire to stimulate the growth 
of non-official endeavours to any appreci¬ 
able extent'.’ N K Bose, “Social and Cultural 


Life of Calcutta", pp 27-8, quoted by 
George Rosen (3966), p 71. 

10 Ftndlay (1986). 

11 Thingalaya (1969). 

12 The devaluation and its economic and 
political consequences have been fully, 
analysed in Jagdish N Bhagwati and 
T N Srinivasan, "Foreign Trade Regimes 
and Economic Developme.it: India", 
National Bureau of Economic Research, 
1975. 

13 Srinivasan and Satyanarayana (1977). 

14 Veit (1976), p 236. 

15 Relative to an export weighted basked of ten 
currencies. 

16 The effects of both the terms of trade end 
a .slow down in exports resulting from a 
reduced rate of growth of world trade for 
the period 1974-76 have'been calculated by 
Balassa (1984). The average effect on India 
was 2.1 per cent of GNP. Of 25 countrijes 
with unfavourable shocks, only Argentina 
and Mexico suffered le.ss than India. 

17 See Ahluwaiia (1985), Tkble 2. 

18 Figures from Ahluwaiia (1985): the 
Economic Survey 1985-86 gives a somewhat 
lower figure of 31 per cent for the increase 
in expert volume. 

19 Joshi (1984), table 2. The nominal effective 
exchange late also fell by 5 per cent; thus 
the chosen peg (sterling) helped, but 
changes in relative prices were more than 
twice as important. 

20 It has been estimated that the net incentive 
rate rose from 2.6 per cent in 1974-75 to 5.9 
pet cent in 1976-77. Sec Marlin Wolf (1982), 
table 4.7. 

21 In a sense, the rise in remittances was an 
endogenous result of the rise in oil prices. 
But it was not, and could hardly have been, 
anticipated. 

22 Balassa and McCarthy (1984) estimate 3.0 
per cent average over the period 1978-79. 
This figure includes the estimated effects on 
exports. 

23 Joshi (1984), table 2. 

24 However, production is thought to have 
reached a plateau, .so that India's energy 
dependence will again increase. 

25 Ahluwaiia (1985), p 19. 

26 The conditions of this IM'F loan, and the 
inevitable criticism that was aroused in 
India, are extensively discussed by Catherine 
Ciwin, “Financing India’s Struaural Adjust¬ 
ment: The Role of the Fund", in Johr 
Williamson (1983).' The IMF demanded 
little if anything that was not in line with 
the government's own intentions. The critics 
on the left were opposed to the increases in 
administered prices and indirect taxes that 
were designed to keep the public sector 
deficit within bounds. They blamed the 
external deficit on the liberalisation of 
imports, and demanded a return to yet more 
inward-looking polices. 

27 Ahluwaiia (1985), p 10. 

28 Rangarajan and Singh (1984) provide 
empirical support for the stability of the 
money multiplier in India. 

29 In Indian budgets, the 'budgetary deficit* 
is defined narrowly: it includes treasury bills 
issued but excludes RBI’s purchases of long¬ 
dated government securities (which are 
actually treated as ‘market borrowing’!). As 
a result, the budgetary deficit understates 
the increase in net Reserve Bank credit to 


the govemmsu. 

30 Fbr an authoritative discussion of monetary 
policy in India, see Report of the Commit¬ 
tee to Review the Working of the Monetary 
System, Reserve Bank of India, 1985. The 
Committee was chaired by Sukhamoy 
Chakravarty. 

31 This suggestion has been ma . by the 
Chakravarty Committee. 

32 C Diaz Alejandro would have liked these 
points; he was impressed by the difiicultles 
of financial liberalisation in other contexts. 

33 See, e g, Acharya (1985) for a discus,sion df 
both public and private corruption. 
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“All within Limits” 

Radioactive Waste Disposal at IRR 

V T Padnianabhan 

The Indian Rare Barths (IRE) Plant at Alwaye in Kerala processes thorium bearing mineral sands releasing 
highly radioactive waste. Environmental contamination can occur either because of the improper disposal of these 
wastes or because of accidental release of such material. This article which appears in two parts reports on the 
status of radioactive waste disposal at IRE and points out that the plant may be disregarding standard interna¬ 
tional scientific practice and so posing a grave threat to the environment and the population. 


IN the forties the nuclear power technology 
had not arrived as yet, but its science was 
known. It was also known that besides 
uranium, thorium could also be used for 
fuelling such a reactor. India and Brazil, two 
major exporters of thorium bearing oie— 
monazite—banned its export in 1948, 
because of its nuclear power potential. In 
1950, the Indian Rare I^rths t.td (IRE), an 
undertaking of the Department of Atomic 
Energy (DAE) was given the monopoly right 
over the mineral sand consisting of monazite, 
ilmenite and rutile—the world’s largest 
deposits. The Alwaye plant of IRE. which 
processes monazite was inaugurated on 
December 24, 1952. 

In the processing plant, monazite is 
ground to fine powder form (300 micron 
size- a micron is one-thousandth of a 
millimetre) in a ball mill. The powder is then 
treated with caustic soda (sodium hydroxide) 
and steam. During this treatment, the 
phosphates in the monazite and sodium in 
the caustic soda combine to form trisodium 
phosphate (TSP). TSP which is in liquid 
form is drained out of the reaction vessel and 
dried. This is an all-purpo.se detergent, used 
in soap manufacture also. 

What remains in reaction vessel are the 
hydroxides of rare earths—thorium, ura¬ 
nium, mesolhorium and small quantities of 
radium, lead etc. The next stage involves 
separation of thorium. Hydrochloric acid is 
added to the mixture so that, the rare earths, 
uranium, mesothorium, radium, lead and 
other elements readily dissolve in the acid 
(pH 3.3), and thorium hydroxide which 
remains unchanged, settles down at the 
bottom of the vessel. The supernatant liquid 
is drained out, the precipitate which is in 
slurry form is passed through a press filter 
for removing the liquids. After this filtra¬ 
tion, the wet thorium hydroxide is taken to 
the storage. 

The supernatant liquid contains not only 
the chlorides of rare earths (RE chlorides) 
but also impurities like'uranium, meso¬ 
thorium, radium, lead etc. in 1962, on the 
insistence of international buyers, a new 
process for removal of these impurities was 
introduced called deactivation, which 
involves treatment of impure RE chlorides 
with barium chloride (BaCl), sodium sul¬ 
phide (NajS) and sodium sulphate 
(NaS 04 ). Clear RE chloride (technically, 
deactivated lead-free RE chloride) is drained 
out. The precipitate contaiins sulphates of 
meiothorium. uranium, radium and lead. 


After the RE chloride solution is decanted 
the precipitate is put through a press filter 
to recover that bit of RE chloride Ihe 
remainder-- lead-- barium cake—a blackish 
substance in viscous form is the solid 
radioactive waste of IRE. RE chloride is 
filled in MS drums and exported. 

The technology employed in IRE, known 
as alkaline leaching, was borrowed from a 
French firm, Societe de Chemique Des 
■Rrres, I*aris. It is evident from the aoove that 
the problem of solid radioactive waste arose 
lu IRE Only since 1962. Before that, the 
wastes went whercever RE chloride was sent. 

A plant like IRE can cause environmental 
contamination either by disposal of (adto 
active waste or by unintented/accidental 
release of materials ■ which are of com¬ 
mercial/strategic value. The status of a com¬ 
modity as main product or waste is not an 
absolute one. At IRE itself, thorium, which 
was the main product (and highly strategic 
too) during the fifties and early sixties, was 
derated as Ihe by-product in 1965. Moreover, 
even if a product is of use value/strateg'C 
importance a processing industry may nut 
be in a position to rctiieve the same due to 
the limitation of the technology itself. For 
instance, even though monazite contains 
small amounts of uranium, which is of great 
strategic importance, IRE does not so far 
have ihc capacity of retrieving it. Hence, the 
environmental threat posed by IRE can be 
classified into the following: 

(a) Release of wastes consisting of 
thorium daughters (like mesothorium, 
radiothorium etc) and uranium and 
its daughters. Till 1961, these elements 
were in a dissolved state in RE 
chloride. 

(b) Radioactive waste has been buried in 
the factory compound, on the banks 
of river F^riyar. There is possibility 
of river water getting contaminated. 

(c) Liquid effluents from the |< recessing 
line as well as the floor washing is 
discharged into river. This also con¬ 
tains radioactive elements. 

(d) A silo containing more than )0,(X)0 
tonnes of thorium concentrate in fine 
powder form has a few cracks on its 
wall. There is doubt about the inte¬ 
grity of its foundation as well. 
Situated only a metre away from the 

t river, any damage to the building will 
have disastrous consequences. 

In the subsequent sections, we will examine 
these in detail. Some senior managers and 
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employees complained that: 

(a) During 1953-61, a huge quantity of 
RE chloride was drained off into the 
river Periyar. Till 1961, radioactive 
elements like mesothorium and 
uranium contained in the monazite 
was present in RE chloride in a 
dissolved state. 

(b) During 1962-69, solid radioactive 
waste, removed during the deactiva¬ 
tion of RE chloride was disposed of 
in the Arabian ocean. 1 he work was 
leased to a marine transport agency. 
The contract did not contain any 
information regarding the actual 
Operation. 

Even though the informants are know¬ 
ledgeable persons with more than three 
decades of association with the industry, 
their statement cannot be taken at face value 
because: 

(a) They might have some grudge against 
the decision makers of that era. One 
of the decision makers of the period 
1953-61 ro.se to the chairmanship 
of Atomic Energy Commission/ 
secretaryship of DAE and retired only 
recently. It is not unlikely that allega¬ 
tions are traded against such senior 
officials, especially in situations 
where the complainant is sure of his 
anonimity. 

(b) The senior workers who are due to 
retire in the immediate future may 
have their own reasons to tarnish the 
image of the company. The rea.son 
could be denial of a promotion or a 
job to his son or daughter. 

An attempt was made to investigate these 
complaints. 

In the following section, we consider the 
fate of radioactive waste including thorium 
daughters and uranium daughters. This can 
be classified into two—the liquid era 
(1953-61) during which they were in the 
dissolved state in RE chloride, then a by¬ 
product and solid era (1962-85). 

Phase 1-1953-61 

The general manager of IRE clarifies that: 

(a) The entire quantity of RE chloride 
produced during 1953-61 was expor¬ 
ted and hence there was no question 
of environmental release of radio¬ 
activity during that period. 

(b) Solid waste generated during l%2-85 
has been buried inside the factory 
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compound as per international prac¬ 
tice and national ttuidelinos. 

However, the manager of IRF. refused to 
provide the production and etipoii statistics 
for the peri^ inspite of three reminders. It 
has to be remembered that tn a public 
meeting at Ernakulam, in the presence of 
over 400 citizens and journalists of the 
national media, the manager said that his 
organisation has been very co-operative in 
providing information for research purposes. 
Ti> le and again, the chairman AIK.' has also 
reiterated that there is no restriction on 
providing information to the media people 
and researchers in any of the undertakings 
of AEC 

The intormation sought, i.s not a classified 
one. The quantity of monazitc processed, 
yield of RF chloride, TSP and thorium con¬ 
centrate is being published in .several 
statc/central government reports since the 
sixties. For the Fifties, this type of informa¬ 
tion for other factorii's/sectors of economy 
is not available, simply because during those 
days the information industry was not all 
that mature. In such a situation there arc just 
two option—either forget the issue or 
assemble as much facts as possible and make 
certain assumptions for those pieces of 
information which could not be obtained. 
The second option was chosen. 

THF, fNTERNATIONAl. St'KNE 

When India and Brazil stopped the export 
of monazitc. United States, the major buyers 
turned to South Africa. In South Africa, 
monazitc is mined from the underground. 
Since every major processor of monazitc wa.s 
eager to amass as much thorium concentrate 
as possible, RE chloride was available in 
excess of the demand. By the mid-sixties, the 
situation changed. The breeder dream had 
to be put off indefinitely probably by 
another three or four decades. In India in 
1965, thorium was derated as a by-product, 
while RE chloride was raised to the status 
of the main product. In the same year, the 
South African mine was closed due to the 
deteriorating quality of the ore. This was a 
boon to the Indian Rare Earths. 

During the entire fifties, RE chloride did 
not command much of a price in the inter¬ 
national market. In 1964, mixed RE chloride 
was selling at I.S dollar a kg. However, some 
of the rarer elements among the rare earths 
used to fetch as high a price as 2,000 dollars 
a kg. In the Fifties and the sixties, IRE did 
not have the capacity to separate the indi¬ 
vidual elements from mixed RE chloride. 

In the Fifties, RE chloride did not have a 
home market. An attempt was made to 
obtain export statistics from the customs 
department. Some 2,000 typed sheets con¬ 
taining the details of all the items which were 
exported from Cochin port during the 
period—from coconuts to cashews and frog 
legs to prawns were scanned. The facts col¬ 
lected by a team of three, have been counter- 
checked by another team to ensure that there 


is no subjective bias/accidental misses. The 
second team did not know the use of this 
information and hence the possibility for a 
subjective bias, can be rul^ out. 

Apart from the difficulty of .scanning all 
these pages, we had to face some more pro¬ 
blems. Firstly, the product name was not 
uniform in all the documents. One will Find 
cerium chloride, mixed rare earths chloride 
and at least in two instances just chloride- 
all exported by IRE. Cerium being the most 
widely prevalent element in the RE chloride, 
(about 50 per cent), this name seems to have 
been used widely for RE chloride in the fif¬ 
ties. In certain instances, the name of the 
item appears as just chemicals. In this case, 
the destination of the export and the weight 
of the package were used to assess whether 
the item was RE chloride or TSP. Secondly, 
during the years 1957 to 1960, 1,911 tonnes 
of cerium ore has been exported to Yoka- 
homa in japan. Now, there is nothing called 
‘cerium ore’. In nature cerium exists in 
association with other rare earth elements 
and thorium. Secondly, IRE Alwaye does 
not mine any ore. This item could be 
monazitc, .sold to the Mistubishi ('orpora- 
tion ill Japan. The reason for using a name 
which does not appear in any geological 
manual could be simple—-there was a 'oan 
on export of monazite! 

In the customs day list, against the 
column for weight, units of both British, and 
metric systems have been used. The cent 
weight or cwt (cwt is 112 pounds in Briti.sh 
system) predominates. All these have been 
converted to metric tonnes (1000 kg;:). 

The period we are dealing with is 1953-61. 
Export Figures for the first andihe la.s.t years 
are not available. Hence, we may have to 
make some assumptions. Out of 268 tonnes 
of RE chloride exported in 1954, just 44.5 
tonnes were exported during the first half 
of the year (January-Junc) most of them 
sample packets containing less than a tonne. 
It is very likely that there was no export 
during the year 1953. An assumption that 
half the quantity exported in the year 1954 
was exported in the year 1953 would not be 
an overesiimation. For the last year of the 
period (1961) we can use the figures for the 
previous year 1960, which is 799 ionne.s. 


(This is 2.38 times higher, than that of 19S9.) 

Production statistics are available only 
with IRE. Even insiders expressed their in¬ 
ability to retrieve the figures. The documents 
were kept in seated lockers by the senior 
managers. We have no option other than 
make certain assumptions. Utmost care 
would have to be taken to see that the 
assumptions, are not wide of the mark. Let 
us once attain look back to the 1950s. 
Atomic energy people everywhere in the 
world were anxious to amass as much 
thoriuin as possible—because if the breeder 
technology becomes viable, the wonder 
metal fetch the highest price. The Indian 
Atomic Energy Commission was dreaming 
that with the richest thorium deposit in the 
world, the Indian masses would be liberated 
from their poverty, malnutrition and all that 
goes alongwith it—for the electricity would 
be too cheap to be metered. The market for 
chloride was not a factor worth their 
consideration. 

Besides, there was no majoi shortage of 
power during the fifties., In IRE, trade 
unions were almost non-existent, there was 
no major strike, except a short one during 
the year I960. During the fifties, IRE had 
a processing capacity of 1,5(X} tonnes of 
monazite a year. Let us assume a capacity 
utilisation of 70 per cent during the first two 
years of the plant (1953 and 1954), 80 per 
cent during the next two years and 90 per 
cent during the last four years. Export details 
of RE chloride collected from the customs 
documents and production figures worked 
out as per the above a.ssumptions are given 
in table 1. 

Based on the production statistics of ten 
years, the yield of the three main products 
of value at IRE—RE chloride, TSP and 
thorium hydroxide has been worked out. 
According to this, iOO tonnes of monazite 
yeilds 116 tonnes of RE chloride^ 135 tonnes 
of TSP and 35 tonnes of wet thorium 
hydroxide.' 

As table 1 shows, an estimated 11,000 
tonnes of monazite was processed at IRE 
during 1953-61. This would yield 12,876 
tonnes of RE chloride, of which 3,710 ton¬ 
nes was exported as per customs statistics. 


Table 1: Production and Exfort of RE Chloride 1953-61 


(m Tonnes) 


Year 

Capacity 
Utilisation 
(Per Cent) 

Monazite 

Processed 

RE Chloride 
YieM 

RE Chloride 
Exported 

Balance 

1953 

70 

1050 

1218 

134 

1084 

1954 

70 

1050 

1218 

268 

950 

1955 

80 

1200 

1392 

219 

1173 

1956 

80 

1200 

1392 

209 

1183 

1957 

80 

1200 

1392 

605 

787 . 

1958 

90 

1350 

1566 

341 

1225 

1959 

90 

1350 

1566 

336 

1230 

I960 

90 

1350 

1566 

799 

767 

1961 

90 

1350 

1566 

799 

767 

Ibtal 


11100 

12876 

3710 

9166 
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Nobody knows that happened to the remain¬ 
der 9,1M tonnes of RE chloride. 1'his quan¬ 
tity may have found its way to the river. 
Radioactivity content of this RE chloride 
can be worked out without any difficulty. 
Since the RE chloride yield of a tonne of 
raonazite is I.I6 tonnes, 7,900 tonnes of 
monazite has to be processed for producing 
9,166 tonnes of RE chloride. Assuming the 
thorium and uranium content of monazite 
to be 20 per cent and 0.2 per cent respec¬ 
tively, RE chloride drained off in the river 
should contain daughters of l,S80 tonnes of 
thorium and 15.80 tonnes of uranium and 
daughters. Radioactivity of one tonne each 
of thorium and uranium is 12.3 and 4.06 gtga 
bq respectively. Activity of 1,580 tonnes of 
thorium will be 6,414.8 giga bq while 15.80 
tonnes of uranium would have an activity 
of 194.34 giga bq. RE chloride is expected 
to have all daughters of thorium and 
uranium plus all daughters. Of these only 
two daughters of thorium (mesothorium and 
radiothorium) and uranium plus three 
daughters (uranium II, radium and radium 
D) are of serious environmental consequen¬ 
ces, because of their relatively longer half 
lives. Since, in an equilibrium ore, >hc 
activity trom each ot the daughters would 
be equivalent to the parent activity, the total 
activity from the abovementioned radio¬ 
active elements would be as follows; 

From 2 thorium 

daughters -= 6414.80 x 2 - I2829.t)0 giga bq 


From uranium and 

three daughters -■ 194.34x4 777.3 6 giga bq 

13606.96 giga bq 

Phase II—1%2-85 

From the waste management point ol 
view, the period .indcr consideration 1962-85 
can be termed as the solid radioactive waste 
eia. The process of deactivation was intro¬ 
duced in IKF in 1962. 

It was in 196b that the Rhubha Atomic 
Research t'emrc posted two scientists (health 
physicists) at IRL. Since then workeis’ health 
and the enviromtu-iu is under their coiistaiu 
surveillance. 

During tile s.imc year. Rh chloiidc was 
promoted to the status of the main produci. 
This change in the main product is signi¬ 
ficant from the point of view of production 
The quantum of production would, from 
now onwards be directly related to the 
market for RF. chloride. 

.Significant changes were taking place in 
the international market as well. The quality 
of ore from the South African mine from 
where the inajot supply to the US came, was 
delciiorating. In 1966 this mine was closed. 
IRE could now eniei the US maiket as well. 

There were lour capacity expansions 
during the period under consideration -in 
1961-62, the annual capacity was rai.scd fiom 
1,500 tonnes to 2,400 tonnes of monazite, 
in 1964-65, it went upio 3,000 tonnes and 


in 1967-68 it was raised to 3,600 tonnes a 
year. Tw'o years later, the pre.seiit capactity 
of 4,200 tonnes was attained. 

This era is also important from a research 
point of view. Though in bits and pieces, the 
pioduclion statistics are available in some 
of the reports published by the governments 
of Kerala and India ' 

I'he profit bcloic lax and reserve during 
the year 1983-84 was R.v 180.54 lakh. This 
went up to Rs 502.99 lakh in 1984-85, For 
1984-85, let us assume the same level of pro¬ 
duction as that of tiie previous year—the 
estimate is leally a conscivative one. 

In the same way, profit in 1969-70, when 
3,036 tonnes of monazite was prix;es.sed wa.s 
Rs 36.75 lakh In the ne.\t four years, 
this lose progressnely to Rs 44 lakh, 
Rs 59.56 lakh, Rs 42.08 lakh and then to 
Rs 99.38 lakh in 1973-74. let us as.sunie that 
during these four years, the average quantity 
of ore prtK'cssed annually was 3,250 tonnes. 
As table 2 shows, during the phase under 
coasideration, 75,380 tonnes of monazite 
was processed by IRE Alwayc. 

The problem of solid ladioaclivc waste 
has been “solved” by IRE a year ago—now 
the waste is also su.i 'd along with the 
one-time main prodiici ihoruim liydroxidc. 
Until 1985 the practice was to store the waste 
in RCC baiiei and then bury them in the 
factory compound. One bane! contains the 
waste of 10 tonnes of monazite. This solid 
waste contains uianium 238, mesothorium, 
lead, barium sulphate and sodium chloride. 

The first disposal action was initiated by 
IRE in 1981. In that year 2,700 barrels were 
dumped into trenches in the factory com¬ 
pound itself. As of now, 4,500 barrels have 
been placed in five trenches. A sixth trench, 
which would accommodate another 500 
barrels is under construction. In other 
words, IRE has 5,000 barrels of solid 
radioactive waste buried near the factory. 

Do these barrels contain the solid waste 
generated during the period 1962-85? Wc 
saw the 75,380 tonnes of mona/ite was pro¬ 
cessed during Iht period 1962-85. This 
should have generaicd 7,538 barrels full of 
solid radioactive waste. 

If we work backwaids from 1984-85, it is 
clear from the table that during 1970-71 to 
1984-85, 49,389 tonnes of monazite was pro¬ 
cessed by IRE. If we also add the figures for 
the last three months of the financial year 
1969-70 (January to March 1970), the total 
works out to 50,055 tonnes The 5,000 
barrels full of ladioactive waste, which alone 
IRE can now accouni for, was generated 
only after 1970 uplo 1985 (at the rate of one 
barrel-full of waste lor every ten tonnes of 
monazite priKcssed). 

According to sources inside IRE, earlier 
the waste was towed away in boats for 
dumping in the Arabian CX'ean, somewhere 
off Cochin. An employee of one ol the 
major marine Iranspoitmg agency at Cochin 
states. “Since 19631 have been working witli 
this agcnc 7 . During the sixties, our company 


Tabi I- 2: Mona/itp I’noci-.sstD Ai IRE I'OitiNO l%2-85 


Year 

Monazite 

Processed 

(rat) 

Source 


1961-62 

2571 

Industries directory of Kerala state productivity council (1964) 



p 40, RE chloride production as 2983. 

1962 63 

2822 

District Gazetteer, Hrnakulam, p 391. 

. Production of RE 



chloride 3274 mt. 


1963-54 

2429 

Annual report of the working of industries and commercial 



undertakings of the central government, 1964 65. 

1964-65 

2611 

-do- -do- 

l%5-66. 

1965-65 

2824 

-do- -do- 

1966-67. 

1966-67 

2706 

-do- -do- 

1967-68. 

1967-68 

3525 

-do- -do- 

1968-69. 

1968-69 

3467 

-do- -do- 

I%9v70. 



Monazitc processed not given. Rl; 

chloride 3987 mt. 

1969-70 

3036 

-do- -do- 

1970-71. 



RE chloride production 3492 mt. 


1970-71 

3250 

Assumed figures. (See text.) 


1971-72 

3250 

-do- 


1972-73 

3250 

-do- 


1973-74 

3250 

-do- 


1974-75 

2337 

Economic Review, 1975-76, Stale Plaiming Board, Tkivandrum. 

1975-76 

4170 

do- 1977 

'do- 

1976-77 

4260 

-do- 1978 

-do- 

1977-78 

3255 

-do- 1979 

-do- 

1978-79 

3000 

-do- 1980 


1979-80 

3030 

-do- 1981 


1980-81 

3738 

-do- 1982 


1981-82 

3545 

-do- 1983 


1982-83 

3248 

Annual report of IRE 1983-84 


1983-84 

2903 

Annual report of IRE 1983-84 


1984-85 

2903 




75380 mt 
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used to transport raw materials/products to 
IRE/FACT and Cochin Port. While on 
work, i used to see a boat being nilcd with 
huge drums. The large sire tiaditionai boat 
used to be towed away by a motor boat. 
During those days, our agency did not have 
any motor boat. In fact, transporting of pro¬ 
ducts like RE chloride and rSP used to be 
done by us. While the drum used for 
transporting of RE chloride is about five feet 
(which would contain material Weighing five 
cwt or 112 pounds) the container u.sed for 
transporting the other stuff (wa.stc) is about 
double the .sire. 1 used to talk to those 
boatmen. They said that the ilent they are 
carrying was to be dumped .some 10 km off 
Cochin There used to be no escort from 
IRE in those boats. This particular boat 
belonged, to an agency called MM Brothers. 
The agency does not exist today. The two 
boatmen who were employed on the boat are 
no more!' 

Even though the agency and the workers 
are not alive, it would not be difficult to 
verify the above facts-all what has to be 
done is a scan of the payment vouchers of 
IRF. during the period under consideration. 

MANAGEMUNI of EFFlJJtNTS 

Radioactive elements are also released 
alongwith the liquid effluents diiectly into 
the river Periyar. As the flow cliart of IRE 
show.s, there is only one stage in the process 
where water is used in significant quantity— 
leaching of the .slurry containing thorium, 
uranium and rare earths to remove the 
phosphate content. Water is also used for 
floor washing which is done at frequent 
intervals. 

The effluent treatment plant (ETP) was 


set up at IRE during the last quarter of 1980. 
A news item published in the IRE Review, 
the house magazine says; “IRE has always 
been alive to the problem of pollution and 
has been according priority to the control 
measures—both preventive and curative. 
Source control measures and monitoring 
programmes were adopting with a view to 
avoid indiscriminate discharge of effluents. 
The effluent discharge from the factory has 
been under the surveillance of the health 
physics division of the BARC ever since 
19M. The analysis indicated the necessity for 
improving the quality of effluents dis¬ 
charged ... Based on the results of the pilot 
plant trials, a full-fledged treatment plant 
has been set up which is now undergoing 
trial run”, (IRE Review. Vol 11, No 4.1980). 
It is only after fourteen years of monitoring 
that the plant has been set up. 

Even this docs not deal with the entire 
effluents discharged from the .shop floor. For 
instance, water from the floor washing is 
drained off .straight into the river through 
an outlet, at the southern boundary of the 
complex. The treatment mainly involves 
addition of lime (calcium carbonate) in the 
sedimentaion pond. The phosphate fraction 
in the effluent combines with calcium to 
form calcium phosphate. The pH (acidity) 
correction is also accomplished. 

Unlike in solid waste, the estimation of 
the radioactive elements in the effluents 
would not be an easy Cask, because, the waste 
watri is generated at various points in the 
production line. The exact concentration of 
various elements at all these points cannot 
be estimated accurately. This factor has to 
be borne in mind while dealing with the 
following antilysis. 


The Kerala State Pollution Control Board 
published a report entitled the “Environ¬ 
mental Status Report of Greater Cochin” in 
1982. The report is based on the analysis 
done by the Cochin office of the board 
during 1981. This report contains following 
information about IRE: 
a Ibtal effluents let off in a year: 

705.1 million littres. 
b Suspended solids: 11.97 tonnes, 
c Phosphates: 73.00 tonnes. 

The Cochin office of the board is not 
aware of the discharge point of IRE at its 
southern boundary, which drains off water 
from the floor washing. The phosphates 
mentioned above would not be just phos¬ 
phates alone—there would be other elements 
like the rare earths thorium, uranium etc, as 
well. The pollution control board does not 
have cither gadgets or expertise foi measur¬ 
ing radioactivity. 

The above analysis pertains to 1981, when, 
the effluent treatment plant was in opera¬ 
tion. If the exact efficient 7 level of ETP is 
known, a neat accurate estimate of pollution 
load caused by the plant can be made. 
According to the Kerala State Planning 
Board, the efficiency is 90 per cent. This is 
very likely to be based on report submitted 
by IRE/samples collected when ETP was 
functioning properly. It is a well known fact 
that pollution control measures are the most 
neglected areas in any industi y in this coun- 
Hy. Usually they function efficiently only 
during the conducted tour of media people 
or during an inspection by the pollution 
control board. The vacancies in the pollution 
control wing are not promptly filled up, 
when chemicals arc in short supply or if 
iliere is an equipment breakdown, ETP is 
allowed to remain idle. 

I.et us assume that the efficiency level of 
EPr in 1981 was only 50 per cent. In other 
words, the effluents of the pre-ETP years 
contained double the quantity of suspended 
solids and phosphates as that of 1981. Since 
no analysis of the effluents let off untreated 
through the southern outlet is available and 
also due to the epnservativeness in the 
assumption regarding the efficiency of ETP 
in 1981, our estimate for the period 1953-80 
would surely be a gross underestimation. 

The 70S million litres of water let off 
during 1981 contained 11.97 tonnes of solids 
and 73.00 tonne.s of phosphates or approxi¬ 
mately say 85 tonnes. During the same year 
3,S4S tonnes ol monazite was processed. For 
every tonne of monazite processed 24 kg of 
solids and phosphates (85: - 3,545) escaped 
into the river Periyar. If we assume that the 
efficiency level of ETP in 1981 was 50 per 
cent, in the pre-ETP years, about 48 kg of 
solids and phosphates would have escaped 
into the river alongwith every tonne of 
monazite processed. The total quantity of 
monazite processed during 19S3-80 is 70J43 
tonnes (table 1 and 2). 

For this quantity of monazite, some 3 J67 
tonnes of solids (70,143 x 48 kg) mij^t have 


Tabi f 3; RAOiOAtnivirv due to Effijuents Released durino 1953-80 


Element 

Quantity Tonnes 

Activity Giga Bq Per Mt 

Ibtal Activity 

Thorium 232 

673.4 

4.06 

673.40 X 4.06 

2732.40 

Mesothorium 1 




2732.40 

Radiothorium 




2732.40 

Uranium 238 

6.73 

12.30 

6.73 X 12.30 

82.83 

Uranium II 




82.83 

Radium 226 




82.83 

Radium D 




82.83 

Ibtal 




8528.40 


'1 ABLl- 4: RADlOAt'iivirv Rfci.Mii) OuRiMi 1953-1980 


Nuclide 

Half Life 



Period 




Years 

1953-61 

l%2-69 

1953-80 



Quaiility 

Tonnes 

Activity 
Giga Bq 

Quantity Activity 
Tonnes Giga Bq 

Quantity 

Tbnnes 

Activity 
Giga Bq 

Uranium 

238 

4.5 

billion 

15.80 

194.34 

50 76 624.35 

6.73 

82.80 

Uranium 234 

248000 


194.34 

624.35 


82.80 

Kadiu:n 226 

1617 


194.34 

624.35 

. . 

82.80 

Radium 210 

23 


194.34 

624.35 


82.80 

Thorium 232 

18 

billion 




673.40 

2732.40 

Mesothorium 

6.75 


6414.80 

20608.56 


2732.40 

Radiothorium 
Total (Activity) 

1.90 


6414.80 

12839.60 

20608.56 

41217.12 


2732.40 

8197.20 
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escaped into thd rWer According to our 
earlier assumption—monazite contains 20 
per cent of thorium and 0.2 per cent of 
uranium—the thorium and uranium content 
in this quantity works out to 673.4 and 6.73 
tonnes respectively. Total radioactivity due 
to this release is given in table 3. 

Even today, in spite of the ETP, some 
80-90 tonnes of solids and phosphates might 
be escaping into the river. About one and 
a half tonnes of thorium and over 150 kg 
of uranium. 

Summary of Disposai-1953-80 

In the three foregoing section.s, we 
separately examined three different modes 
of radwaste disposal by IRE. A summary of 
the environmental burden due to this is 
prc.scnted in table 4. 

Explanatory Note 

A ladioactive element, usually with a 
heavy nucleus decays by emitting radio¬ 
activity. By this process, the element is .seek¬ 
ing a more stable stale (a state of lower 
energy). 

TYPI: Oh Raoiation 

(a) Alpha Purtick'',-: Alpha particle, emit¬ 
ted by a radioactive element like uranium ot 
thorium, is a stripped nuclei of the element 
called helium. While helium has two protons 


in the nucleus and two orbtUing elections, 
alpha particle has just two protons. All 
alpha particles emitted from decaying 
elements ultimately ‘find’ two electrons In 
the environment and become atoms of 
helium gas. Alpha particles have ver) weak 
penetrating power. The dead outer layer of 
out skin for instance can act as shield. 
However alpha smutting nuclides can get into 
the body thioiigh air, food or water 1 he 
range of alpha particles within the tissue is 
on the ordci of tO-40 microns (one mil 
lionths of a metre). This means that an al|>ha 
particle can pas-, tlitough time ot four cells 
which will leccivc high levels of mergy. 

(b) Be(a purin icn Beta particles are high 
speed elections, I dc alpha panicles, beta 
particles also have a finite lange. can navel 
a few millinietu's iiisule the tissue. 1 hey can 
also peiietiate thioiigh the skin. 

(c) (lamina tavs- I hcv ate like .viays and 
ate made up ol high eiieigy photons, ft has 
an exticiiieh higt> penetrating power. Even 
le.id, which is the In st kilown sliield against 
laui.iiion is iioi ,1 siii'iicicm barrier. 

R MiioM ii\ I Hi e;AY Ram s. 

Radionuclides li.oe their own chatae- 
teristic det.iv latcs. winch dilfer cnotiitouslv 
fills diiav i;ite is iiuasuied in Iciilis of hall 
life. A hall lilc is the length of time during 
which, half the aioiiis ot the element under 


Radioaciive Decay Series-Thorium 232 


Element 

Atomic Number 

Half Life 

IVpe of Radioactivity 

Thorium 

232 

14 billion years 

Alpha 

Mesothorium I 

228 

6.75 years 

Beta 

Mesothorium 11 

228 

6.1 hours 

Beu 

Radiothorium 

228 

1.9 years 

Alpha 

Thorium X 

224 

3.6 days 

Alpha 

Thoron (Gaseous) 

220 

54 seconds 

Alpha 

Thorium A 

216 

0.16 seconds 

Alpha 

Thorium B 

212 

10.6 hours 

Beu 

Thorium C 

212 

60.5 minutes 

Alpha 

Thorium C' 

212 

0.0000003 seconds 

Beu 

Thorium C' 

208 

3.7 minutes 

Beu 

Lead 

208 

Stable 



Radioactive Decay Series; Uranium 238 


Element 

Atomic Number 

Half Life 

'Qrpe of Radioactivity 

Uianipm 1 

238 

4.56 billioii years 

Alpha 

Uranium X 

234 

24 days 

Beu 

Uranium Z 

234 

6.7 hour* 

Beu 

Uranium 11 

234 

248000 years 

Alpha 

Ionium 

230 

80000 years 

Alpha 

Radium 

226 

1617 years 

Alpha 

Radon (Gas) 

222 

3.8 days 

Alpha 

Radium A 

218 

3 minutes 

Alpha 

Radium B 

214 

27 minutes 

Beu 

Radium C 

214 

20 minute* 

Alpha/Beu 

Radium C' 

214 

0.0004 second* 

Alpha 

Radium C' 

210 

1.32 minutes 

Beu 

Radium D 

210 

23 years 

Beu 

Radium E 

210 

i days 

Alpha/Beu 

Radium F 

210 

138 days 

Alpha 

Radium E' 

206 

4.2 minutes 

Beta 

Lead 

206 

Stable 



consideration would have disintegrated lor 
decayed) to attain stable forms, for instance, 
ihoiium {Th 232) has a half life of 14 billion 
years- in other words, if we have one million 
atoms of pure thorium today, half of it 
would have decayed, after 14 billion years. 
<7nc-half of the remaining half a million 
would have again become stable in another 
half life, and so on. 

In the process of attaining stability, most 
of the radidaciive elements tiaiisform into 
a senes of elements. Kir instance, thorium 
trai'crscs through a series of 10 elements and 
finally becomes lead which i.s stable (i e. not 
radioactive). This is called the ‘decay senes'. 
The clement on top of the senes is known 
its father and the remaining as daughters. 
Each clement in the scric-s has its own 
characteristic energy level, type ol radiation 
and half life (sec tables lot decay series of 
'.horiuin and luaniiim). 

llMisoi Radiiwiivi Du ay 

Fiom a biological point ol view, what is 
of imiiorlaticc to us is the cncr.gy lelcascd 
dutiiig (he decay ot a ladionuclidc. Raclio- 
iiuchde'- are chemical siibsiances in vvhieli 
in a eerlain penod, some of their atoms, 
dciennincd hv their hall life, will iindcigo 
spontaneous iiansfotmation. Radiation is 
emitted only Juiiitg the translorniation. The 
unit ol measuring the rale of liunstorinaiion 
(Ol disintegration) is hecqueicl (bq), which 
denotes one disintegialion per second. (The 
unit in vogue carlict was thccirw. t)ne curie 
is equivalent of 37 billion bq.) One gramme 
of pur.' uranium 238 has an activity of 
12,300 bq, while one gramme of thoiiiim 232 
has an activity of 4,060 bq. This simply 
means that I2..300 atoms of one giaimiie-tul 
of uranium atoms would disintegrate in just 
one .second. Since the numbers we would 
have to handle are very large, it would be 
eonvenieiit to use multiples of hecqueicl: 
Giga bq One billion bq 

Mega bq One million bq 

Kilo bq One thousand bq 

The activity level of dittereni elements 
vary widely. For instance, the radioaciivity 
of one gramme of radium (which is a 
uranium daughiei) is 37 billion bq. 

In an undisturbed ote. the level of activity 
of all (he daughtei elements would be 
equivalent to that of the lather element. Foi 
example, if iheie is one mega bq of thorium 
in an ore body, then would be one mega bq 
each of 10 other radio.aclive dauglilers. In 
other words, the loial ;ietivii> from that ore 
body would be equal to II mega bq". Hence 
il (he quantity or activity of one eleiiienl 
(cither the father oi one of ihe daughters) 
ill the ore is known, the quantity of activity 
ot other elements can also be worked out. 

What happens il the radionuclides escape 
into the river or maiinc ecosystem'.’ Radio 
activity, or for that matter, any pollutant 
released into the environment can gel back 
to human beings cither directly or indirectly. 


383 



February 28, 1987 


ECONOMIC AND POLITICAL WEEKLY 


The direci route can either be the water we 
drink or the air we bicaih. 

Even if It does not reach the diinking 
water, there are indirect methods (oi traits, 
portation to humans. Kerala is hiyhly ueiKii- 
dent on the Arabian vra lor her pioiein 
supply. Ari obvious explunniioii ftoin the 
pro-nuclear scientists would be that the 
water alieady contains radioaciivitv and 
similar discharges arc not likely to be ol 
much significance. However, the uranium 
content of the ocean is O.tKIOOOOOV pci cent 
while the tlioriuni eonient is tl.OOlKXKKKW per 
cent, (Ncsinayanov. pp .H6-J.t7 and 

The biological con.sec|ueiices o( such a 
massive disposal m oceans whi< h have veiy 
low level ol laduMUivilv ciiiild be disastri'os. 
This is bec.iMse niatr e oigamsnis are cap¬ 
able ol .leuiiiiulaiine many moit times ol 
ladioactiviiY lh.in that lound in the water 
they live. Siippose a small lish in a water 
body with It) hq per hlie ol radio activity 
ingists 10 litres of water through its life. 
Each time, it also ingests it) bq of radio¬ 
activity. (Inly s miiiiitc fiaetion of this is 
eliiniinied fioin the body It ''.mid have 
ingested 100 bq ol aeliviiy and if the 
elimination was jtist 10 pei cent its body 
would eoutain 00 bit ol aciivitv. Sup|visc a 
higgci fish eats 10 such small fishes, it has 
ingested 9(X) b(| of radioaetivity. When a 
ladionuchdc enters the body either thiough 
an open woiinil, the air or food and drinks, 
it settles down at a preferred .sile.'organ. 
Different elements base different organs ol 
choice e g, mcsothoriiiin settles down in the 
skeletal system. Only a minute fraction of 
it is eliminated lliiough faeces and uiine, the 
rest of It keep on irradiating the tissues 
nearby. At low dose, there arc two dicaded 
consequences of radialion eaiiecr to the host 
and genetic disoiders among her or his 
offsprings. This is a slow and not all that 
well-understood pmecss. There is general 
agreement among cancer researchers that a 
tumour is the end product of an insult to 
the DNA of a single cell in the .system and 
there are trillions of cells in our body. 

Not all radiation-mduecd damage leads 
to cancer or genetic distorders—there arc 
enzymes within the body which can repair 
such injuries. In some cases this is not 
possible. The other outcome is the death of 
the iitadialcd cells, this result can also be 
overcome by the system, new cells would be 
produced which would replace the dead 
ones. Some cells do not face death, hut theii 
information base encoded by DNA is 
damaged. Such cells ate still viable (they can 
reproduce) but the damage to the informa¬ 
tion base renders them incapable of perfor¬ 
ming the specialised roles they are .supposed 
to play. 

The functioning of the living system is 
thousand limes more intricate than the most 
sophisticated machines wc have invented, 
(ilands, organs and cells have specialised 
functions, there aie times when they should 
do certain things, there arc limes when they 


should do nothing. 

An irradiated cell has lost the ability to 
regulate vita! biochemical processes or has 
lost cellular contri/l There is a general view 
that such cells multiply faster than the 
normal ones. This is not true. What is true 
is that they reproduce, when they are not 
suppossed to, and secondly, titey do not 
perform their pre-Jetermined specialised role. 
Wc have started with a single cell with a 
damaged nucleus which has lost its cellular 
control. A cell is a minute thirtg, with an 
average diameter of 15 micrometre (onc- 
milliuiith of a metre). This single cell could 
be the precursor of a tumour. Within the 
present sophistication level of our detection 
equipment, there is no way one can locate 
the single damaged cell. A cancer, to be 
amenable for clinical detection, should have 
a mass of 10 to 1,000 granm.s—m other 
words some I to 10 billion cells should hi 
so affected. 

A sufficiently long-time is mquired for a 
single damaged cell to grow into the detect¬ 
able si/e. This ranges from six to sixty years. 
1 his period is called the ‘latency tseriod’ of 
radiation-induced cancer. By ihe time, the 
tumour is detected, there is no trace of the 
initial event left on Ihe cells. In other words, 
there is no wav you can pri've that a parti¬ 
cular person contracted caneci because ot 
radiation. 

(To be concluded) 

Motes 

I Only thorium is being recovered at IRF, as 
of now. The rest of the elements constitute 
the radioactive waste. While evaluating the 
environmental threat from the plant, our 
concern should be limited to the long-lived 
nuclides. For example, ihoron (a gaseous 
daughter of thorium) has a half life of 54 
seconds—which means m less than 20 
minutes, all the thoron generated would have 
decayed. Hence, while considering ihe 
environmental burden, we would restrict 
ourselves to the following elements, which 
have relatively longer half lives. 

Thorium Series Uranium Scries 

Thorium 232 Uranium I (U 238) 

Mesothorium I (Re 228) Uranium II (U 234) 
Radiothorium (Re 228) Radium (Re 226) 
Radium D(l>b 210) 

Ionium (Th 230), a uranium daughter is 
omitted since it behaves chemically as 
thorium 232. Hence this fraction would go 
alongwith thorium 232. 

Some difficulties would be encountered 
while attempting an exact quantification of 
various elements in the ore. The mineral 
division of IRE has its separation plants 
at Chavara-Neendakara in Kerala and 
Manavalankurichi in Thmil Nadu, where 
different minerals like ilmenite, rutile, 
monazite, etc, are mechanically separated. 
IRE Alwaye has been getting monazite from 
both these places. There is a wide variation 
between the monazite samples of these two 


places. For instance, the thorium and 
uranium content of Cbavara monazite is 10.5 
per cent and 0.4 per <xnt respectively, whereas 
Manavalankurichi monazite has three times 
more thorium. Uranium content in the latter 
is four limes lesser than the former. Over and 
above this, sand samples collected from 
different belts in the same region would also 
show variance This difference exists not only 
in Ihe case of thorium and uranium, but also 
in all other individual rare earths as well. 
There are other problems as well. The main 
technique used at IRE for the separation of 
different elements is differential solubility. 
While it is theoretically possible to obtain 100 
per cent pure elements, in a factory situation 
it might not be possible. A small fraction of 
ladioactivc elements would go alongwith 
other compounds like rate earths chloride 
and tri.sodium phosphate. The activity level 
of the former is measured and brought to Ihe 
level pel milted by the buyers. This is not 
done in the case of TSP. (In 1969, as part 
of their bifurcation plan, IRE produced 
edible phosphoric acid for the pharma¬ 
ceutical industry. The samples sent was 
rejected because of its radioactivity.) 

2 For deriving the production figures for the 
period under consideration, four documents 
have been used: 

(I) Annual reports of the working of 
industrial commercial imdcrlakiiig of the 
governnieni of India, (2) Economic review 
published by the State Planning Board. 
Kerala; (3) Kerala lndu.stries Directory 
published by the Kerala State Productivity 
Council: (4) District (iazetteer of Cr- 
nakulam; (5) Annual reports of IRE. I'igures 
for the period 1970-71 to 1973-74 and 1984-85 
could be obtained. 


Voltas 

VOI-TAS, after an impressive recovery in its 
working results for the year ended August 
1986, continues to make progress in the cur¬ 
rent year toa The chairman, A H Tobac- 
cowala, told the annual general meeting that 
sales for the first S months had risen by 22 
per cent over the same period last year and 
the rise in gross margins had been commen¬ 
surate with the higher turnover. Except for 
resolving some of the problems and claims 
of past years, the company news set for 
higher levels of performance. The dispute 
with the employee oiganisation on the use 
of modern machinery and office equipment 
had been settled. If the agreement was im¬ 
plemented in good faith, it could improve 
the company’s operating efficiency. He 
stated that Voltas aimed at higher rates of 
growth in the futuie The large investments 
made in fixed assets—250 per cent of the 
value four years ago—were yet to contribute 
to profits. The production of the Voltas 
refri^rator was being stepped up and several 
new products in the aircondtioning and elec¬ 
trical fields would soon be introduced. 
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MODVAT 

ModUad Vdua Addad “Hada. 
A whole new value lyalam created fay 
MMTC. A unique export culiune that 
will more than proRMto iiraifn trade- 
add a new dimenafain to india’a 
aconofnlc pranperity. Enrichliw the 
ipialify of Uto itaeK 
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i^haa meant 


MODVAT.MMrrCa^haa meant 
new viataa of 9 <iiwth to tna amaU acale 
aector. Spearheading tfwmporl of non- 
ranallaen nroduetai MMTC hat helped 


ranallaeri produeta. MMTChaa helped — — — 
induatriea to export aluminium I 

conductora, atainim atoel cutlery, ' ' ' i—*—t— 

handictafta and braaaware—aS made from bnponed nnetala... the eiqiort potential utdblded fay MMTC la unHmiied. . 

MODVAT, MMTC aQle, haa meant enlataad vUon to mamdfactiuura. MMTC haa uaad Counter Tnule to put the 
''export label" on an lix9«dBi|y wide range ofpwincte—aandal aoapa. photoooplara tractora, naphtha. agroinaritM 
produeta, aoyamaal, Hmaatone, chamtcala, oon^lar acdluwa, rioe bran extractloru and aevend more. 

MODVAT, MMTC a^, has meant a aea change far the porta at VIxag Madma. ly heipirm In daaperdng and 
modemiaitv the hdUtiea m dieae porta, MMTC haa bicranaad mefr capadiy many timea ever. 

MODVAT, MMTC al^ haa meant latw employme n t opportunitlea to people In eonnomtoally unde rt le r doped 
reglona. For example, the propoaed deep en ing of nueiito poit woiM abo apur the growth of related fadlWea inchi- 
lilt^ the rafavay tttiea. Genmnng emplogenenl far an addllianal aOAOO people hi the iidning ragiona of Otiaaa imd Mhar. 

MODVAT, MMTC Stole, haa tnaam a daaxUngftitum far dM diamond InthMiy. like the aetttng up of India'a drat 
diamond exchai^e—helping flw fanpoiTcra^ prooaaaots, cr aft amen and expomra—to meet under rma roaC..aooetlng 
export poaaiblHtles, preserving a tretfattonal Mdll and creating employinent opportunitiea 


I and creating employinent oppretunities. 


r to the Imlan farmer. MMTC 


MODVAT, MMTC s^, haa meant a imw aenae of prlrie and a prondse of eroeperito to the Imlan farmer. MMTC 
haa aecured ex|Min orders far over IJSOMO tonnes or vdkeat—far the Sret time, foonipsins am being ea gior M d to 
countrtea Ifae Jordan and Denaocratle People's RepifaHc of Korea. 

MODVAT, MMTC afyle, has meant anew leaw of Us to the Kudremukhiirmom prufact and the Andhm Pradesh 
Mlnliy Development Coipiastion Star whom it aecured export orders through persistent elfarta Thus isvivliv a total 

Investmeni of ewar Ra-TOO cram and 
enauilng condnuad empioymant far 
dxHit 3000 people In both these 
corpomilana. Examplea of the new 
value rystem craited 'fay MMTC am 
endbaa. 

ModlSed value Added Trade, 

A new rdrection to Imhiatrhl growth; 
a new perspeedvo to ecorwrtdc and 
social proaperUy, whose caacad b tgadh u 
b enriching the Mt of the oommon men. 

^-MMTC 
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A Floundering Budget 

THb grandson is learning. A little haltingly, he is learning nonetheless. 
Jawahariai Nehru in his times cultivated a passion for the cliche. His daughter 
too liked the patent. Socialism as a jargon served for her the same role as the 
avyaya does in Sanskrit grammar: both a device and a talisman for all seasons. 
Whatever the occasion or circumstance, she would invoke the expression, the 
absurdity of the context would not deter her. After all, to the nation’s countless 
mute, it promises an el dorado where each of them comes up laden with gold. 
The grandson was, in the beginning, somewhat of a different frame of mind: 
not having read or been told of any history, he was determined to blot it out. 
He started by asserting in no uncertain terms that he was going to have no 
part of a socialism which epitomises inefficiency and cost overruns. The 
bufferings of recent fortune have obviously been a great civiliser. In the budget 
he presented last week, socialism makes a proud re-entry; once more, the 
kingdom, ordinary countrymen have been informed, belongs to them. A spate 
of state assembly elections is round the corner; socialism is accordinaly again 
much in demand. 

Since words have long been dissociated from their orginal meanings, this 
ritualistic chanting of the dear, old mantram need cause little uneasiness. In 
any case, ever since the modality of raising extra revenues via manipulation 
of administered prices came into vogue, the budget was robbed of its primary 
significance We still look forward to it since it is a reminder of the government’s 
constitutional requirement to present an annual financial statement. Like words, 
estimates too have lost their original sanctity; there are a hundred different 
ways an annual financial statement can be dressed up, A’s can be rendered 
into not-A’s and twos can be made to go into threes. Those who assisted the 
prime minister to put together the budget for 1987-88 must have exploited to 
the hilt the last reserves of such ingenuity; yet, at the end of it, the general 
pictuie looks extraordinarily disconcerting. The various proposals for 
additional tax effort for the year add up to only Rs 322 crore in the net, while 
the uncovered deficit, to be bridged by printing notes whose consequence would 
be to affect severely the conditions of living of the nation’s multitude, is as 
high as Rs 5,688 crore. This is some socialism. 

And the prime minister’s assertions notwithstanding, none can dare 
vouchsafe that, by the time 1987-88 passes into history, the actual deficit for 
the year would not mount to double, or even more, of what has been indicated. 
In 1985-86, the deficit budgeted was for Rs 3,316 crore; the actual deficit in 
effect turned out to be as high as Rs 6,565 crora For the current year, 1986-87, 
the deficit estimated in the original budget proposals was to the tune of Rs 3,703 
crore; the actual deficit has already scaled to the height of Rs 8,285 crore, and 
a further climb need not be ruled out: after all, a month is yet to elapse before 
the fiscal year would be over. Merely because a prime minister who has assumed 
the role of finance minister declares his intentions to be otherwise, it does not 
follow that the trend of widening divergence between the intent and the 
realisation is going to be reversed. Were we then to apply the rule of three, 
the final deficit in 1987-88 could well exceed Rs 12,000 crore. 

The budget confirms a behavioural pattern which was already beginning 
to emerge in the more recent months. The traditional canons of public finance 
have been shown the door. In 1986-87, fresh measures of taxation were aimed 
to net only Rs 345 crore; the target for 1987-88, as mentioned above, is even 
lower. The sharp upward adjustments in postal and telephone rates and high 
prices for petroleum products will provide a huge quantum of revenue. Even 
so, it is defleit financing which stays as the major life-belt. What is of about 
equal significance, there is no repetition of the claim that lowering the rates 
of direct taxes has led to record accretion of revenue; the impression one gathers 
by looking at the estimates of tax revenue for 1986-87 and for 1987-88 is that 
we are once more back to the stabler assumption of the net rate of annual 
increase in yields from an existing tax base hovering around 15 per cent. 

The resource crunch is therefore of a frighteningly formidable proportion. 
But since the government has .^vemingly lost all control over expenditure, and 
it dares not either allienate the affluent classes at home or risk forfeiture of 
the goodwill of financial institutions overseas and therefoit dares not tax those 
who can afford to bear being taxed, it has to continue to print notes so as 
to be able to match its accounts. 1 he built-in safety for such a strategy is the 
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pervasive poverty of major segments of the 
population. This poverty has allowed for at. 
impressive stockpiling of foodgrains in the 
public sector; if unbridled deficit financing 
over the years leads to a price spiral, this 
stockpile could yet come to the government’s 
rescue. The other hope, understandably 
unstated in the budget, is that the richer 
parts of the world could be bullied into 
believing that they owe us a living; if, in the 
process, the nation’s economic sovereignty 
is to come under some strain, that is a 
thought unlikely for the present to detain or 
deter the epicureans ensconced in New 
Delhi. 

The rest ot the budget is mostly flummery. 
The demoralised members of parliament 
would perjiaps be shut up from contesting 
the rationale of a defence outlay exceeding 
Rs 12,000 crore; since this figure may yet 
exclude one or two concealed items, the 
actual outlay could be even higher. Add to 
this the amount being spent in the name of 
national security, and we are not very far 
from spending close to 8 or 9 per cent of 
our national income for purposes of defence 
and security. This proportion is of late 
dramatically coming down in the case of 
A.sia’s most populous nation, China; exactly 
the reverse is happening with us. Fashions 
are ephemeral, and the prime minister’s 
speech shuns all reference to the precept of 
zero-base budgeting which was to have been 
heralded this year. No compromise is pos¬ 
sible, we have been told, where the country’s 
defence is concerned, and we are being asked 
to equate the size of the defence outlay with 
the actual efiectiveness of defence. Fatriotic 
peroration is however no substitute for hard 
reality. In contrast to the rise of the order 
of 35 per cent in defence expenditure, the 
increase in Plan outlay is barely around 10 
per cent. Given the likely magnitude of price 
increase, the expenditure on the Plan is 
therefore bound to decline in real terms. One 
or two retired philosophers in the habit of 
perambulating along the corridors of power 
do of course keep preaching the doctrine of 
an organic relationship between larger 
defence outlay and faster economic growth. 
The examples provided by the countries they 
themselves admire—Japan, West Germany, 
Singapore—tell precisely the opposite story. 

For the first time since independence, we 
have in New Delhi an administration which 
has unabashed allegiance to a specific 
ideology. This ideology has three strands: 
development is best left to private initiatiye, 
taxes are evil and the poor are dispensable. 
Since, given the inertia of the system, the 
budget now claims more than 23 per cent 
of national income, it has to be availed of 
to advance the cause. The budget represents 
power, and this power has to be exercised to 
gladden the hearts of the minuscule minority 
at the top of the social strata who, the 
novitiate prime minister has been told, hold 
the key to both rapid economic growth and 


high-tech prosperity. There is however the 
other dilemma: the trappings of democracy 
cannot quite be discarded and elections have 
to be faced. Hence the felt need to chant 
once more the much abused cliche of 
socialism,* and the crumbs of an expanded 
programme of rural development. It is a 
floundering budget presented by an un¬ 
certain prime minister, who by instinct 
belongs to the sixteenth or seventeenth 
century and by inclination to the twenty- 
first, and who is baffled no end by I he 
present century’s obsession with democratic 
mstitutioas. Since the nation has chosen him 
for a fun term, it has no choice, it has to 
bear with his amateurishness—and bear the 
co.st, how.soever excruciating it might prove 
to be. 

Mishra Commission 


Rewriting History 


THERE can be no two opinions about the 
report of the Mishra Commission inquiring 
into the genesis of the November 1984 carn¬ 
age in Delhi. It has done an excellent job of 
distorting the sequence of events, obscuring 
facts and generally reconstructing the 
gruesome events after October 31 in such a 
manner as to approximate with a predeter¬ 
mined pattern. In dismissing the Delhi riots 
as having been 'spontaneous* but develop¬ 
ing into a ‘set type* later, the commission has 
effectively blurred the grave significance of 
the riots. Apart from the injustice to the riot 
victims, the report is an ugly and laboured 
attempt to rewrite history and has made a 
mockery of the very concept of commissions 
of inquiry. 

The commission was set up belatedly eight 
months after the riots as a reluctant but 
expedient response to public pressure and as 
a means of countering the indictment pro¬ 
nounced by the PUCl^PUDR report ‘Who 
Are the Guilty?’ published as early as within 
a month of the events. After the term of the 
commission was twice extended the report 
was submitted to the government in August 
last. By then a newly-enacted legislation had 
empowered the government to withhold its 
publication. The document was said to be 
too ‘sensitive^ to be made public. Now that 
the report is available one is hard put to 
grasp just what particular findings of the 
commission were ‘sensitive' and to whom. 
Was it the Finding that "a number of people 
belonging to the Congress(i) party at the 
lower level had participated in the riots”? 
Was it a reference to the government’s in- 
Finite consideration for the feelings of the 
what the report has termed “loose ends” of 
the party at the “lower level” who “joined 
in good numbers” the activities of the mob 
“which was monitored by anti-social 
elements who played the principal role in 
killing, looting as also arson”? And it is in 


fact this “the take-over of the command of 
the situation by anti-social elements” which 
according to the report led to the “change 
in pattern from spontaneous reaction to 
organised riots”. 

The manner in which the commission has 
examined whether the riots were ‘oiganised’ 
is quite incredible. First it Finds “no allega¬ 
tion much less evidence’ to show that “any 
plan was hatched” at the AllMS among the 
people who waited to hear about the condi¬ 
tion of Indira Gandhi on October 31. And 
how docs it arrive at this conclusion? 
Because a large number of Sikhs were also 
ptesent in the crowd and if any such plan 
had been ‘hatched’, they would have known 
and would have disclos^ it. The report then 
goes to great lengths to discuss the dic¬ 
tionary meaning of the word ‘organised’. It 
comes to the conclusion that the term ‘to 
organise’ involves ‘time, men, money and an 
aim or goal to achieve’ and since there is no 
material before the commission to indicate 
such effort on the part of the Congress(I) 
the party has been absolved of all involve¬ 
ment. However, the commission finds that 
it cannot quite completely deny the evidence 
of planned violence. And this is how it is 
sought to be explained: “It is .aid that satan 
too has a process and when taking to satanic 
activities the anti-social elements took to 
their organised process”. 

Not only does it bend over backward to 
give the Congrcssfl) a clean image but it even 
offers the party a halo when it attempts to 
explain away the presence of party ‘elements’ 
in the riots: “Every person who takes a dip 
in the Ganges is not purified. Similarly, 
everyone in the Congrcss(l) is not a Gandhi 
believing and practising non-violence!’ 

Leaving aside this kind of verbiage the 
only culprits, according to the report, were 
the police. And even here the commission 
carefully avoids making any statements 
which might lead to more fundamental ques¬ 
tions of whether the police force acted in a 
communal manner and what its precise con¬ 
nections were with those who instigated or 
aggravated the violence. The PUClj-PUDR 
report had gathered evidence which raised 
grave questions about the role of the police 
which went beyond merely administrative 
lapses. The Mishra commission has been 
content to recommend that an enquiry be 
undertaken into the ‘delinquencies' and 
“good conduct of the police officers of Delhi 
administration”. 

It may be argued that the fecommenda- 
tions and conclusions of the commission ate 
after all a logical outcome of its ‘Findings’. 
Unfortunately, it has been clear for some 
time the manner in which the investigation 
were conducted was itself questionable. For 
one thing right at the outset the commission 
decided to hold its inquiry ‘in camera’ and 
even the daily press releases were discon¬ 
tinued after a short while. The Citizens 
Justice Committee (CJC) which was formed 
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specifically to assist the commission was 
prompted to term the process “an in camera 
inquiry within an in camera inquiry”. The 
CJC withdrew from the proceedings in 
disgust. Moreover while the commission did 
not allow the full participation of the PUCL 
PUDR or the Nagrki Ekta Manch, it per¬ 
mitted the involvement of groups which 
appear to have ‘doubtful antecedents'. The 
CJC has reported that of the exhaustive col¬ 
lection of affidavits that it had gathered, the 
commission accepted only a few without 
quite clarifying the basis for such selection. 
Thus an enormous amount of data has been 
deliberately ignored. 

What is perhaps most ominous is that the 
government should even believe that the 
report will be accepted by the people. It is 
in indication of just how out of touch the 
democratically-elected ruling party is from 
the ruled. 


The Economy 

Fiscal Crisis 


THE budget for 1987-88, presented by the 
prime minister last Saturday, brings out in 
the starkest terms yet the fi.scal crisis in 
which the government’s policies have landed 
the country. The revised estimates for 

1986- 87 show the budgetary deficit for the 
year to be more than twice as large as anti¬ 
cipated in the budget. As a proportion of 
total government expenditure the deficit has 
jumped from 9.9 per cent in 1985-86 to 13.7 
per cent in 1986-87. The Seventh Plan had 
allowed for deficit financing of Rs 14,000 
crore in the entire five-year period, against 
which the central government’s budgetary 
deficit in the first two years of the plan adds 
up to Rs 13,222 crore. And the third year, 

1987- 88, starts with a budget estimate of a 
deficit of Rs 5,688 crore which in the event 
is certain to be exceeded. It is also useful to 
recall that the government's Long-term 
Fiscal Policy statement had wanted the pro¬ 
cess of reducing the deficit on the revenue 
account in the budget to be begun in 1986-87 
so that the revenue account could be brought 
into balance in 1987-88 and a revenue 
surplus achieved in the final two years of the 
Sevmth Plan. In fact the deficit oniifvenue 
account has shot up from Rs 3,565 crore’in 
1985-86 to Rs 7,233 crore in 1986-87 and the 
1987-88 budget has a revenue deficit of 
Rs 6,742 crore to start with. 

The government continues to make believe 
that the tax ‘reform* initiated in the 1985-86 
budget in the form of sweeping tax reduc¬ 
tions for business and industry and the rich 
has worked wonders in terms of improved 
tax compliance and increased tax revenue. 
The prime minister has devoted a whole 
paragraph to this theme in his budget 
speech. Actually the supposed willingness of 
tax payers to more honestly disdiarge their 


obligation to the exchequer in response to 
lower tax rates has not even been a nine days' 
wonder. The rate of growth of the govern¬ 
ment’s total tax revenue has slumped from 

21.3 per cent in 1985-86 to 14.9 per cent in 
1986-87. Mote to the point, the rate of 
increase of receipts from personal income- 
tax has plummetted from 24.3 per cent to 

15.3 per cent, despite the continuance of the 
voluntary disclosure scheme till the end ot 
the current financial year. In other words, 
the collections from personal income tax 
have, after the btief aberration of 1985-86, 
returned to their secular trend of lagging 
behind the growth of money incomes of the 
sections of the population liable to income 
tax. The performance of corporate income 
tax has been precisely similar: the rate of 
increase in receipts from the tax has dipped 
from 22 per cent in 1985-86 to a mere 6.8 
per cent in 1986-87. What is more, the 
government itself evidently expects these 
trends to continue. The budget for 1987-88 
thus expects receipts from personal income 
iax to use by no more than 2.9 per cent over 
the revised estimates for 1986-87 and those 
from corporate income tax to go up by 6.2 
per cent. In the result, the contribution of 
direct taxes to the government’s total tax 
revenue will dwindle from 19.1 per cent in 
1986-87 to 17.7 per cent in 1987-88. 

So now at least should not an end be put 
to the charade that the government’s so- 
called ‘tax reform’ has achieved, or was ever 
meant to achieve, better tax compliance? Let 
it be admitted honestly that the lowering ot 
personal and corporate income taxes was 
meant to boost the profits of businessmen 
and industrialists and to enlarge the 
disposable incomes of the relatively well-off 


sections of the people which was expected 
to widen the market for a variety of goods 
and complement the relaxation of licensing 
and other restrictions on industry. This was 
the way to push ahead with market-oriented 
growth spurred by the purchasing power of 
the upper classes. 

The prime minister has claimed that in his 
budget he has given the highest priority to 
“maintaining the tempo of the plan” and 
that, with the order of outlay on the plan 
proposed in the 1987-88 budget, 63 per cent 
of the central outlay on the Seventh Plan 
would have been fulfilled in real term in the 
first three years of the plan. This is described 
as a “record”. The cutting of corners in¬ 
volved in deflating the outlay in the plan’s 
first three years by the rise in the whole¬ 
sale price index between April 1985 and 
December 1986 to get the outlay in ‘real’ 
terms apart, even a cursory glance at the 
figures is enough to show that the tempo of 
plan investment is actually slated to decline 
sharply in the coming year. The outlay on 
the central plan rose by 17.6 per cent in 
1986-87, but in the coining year the increase 
comes down to 10.4 per cent over the budget 
estimate (and to a mere 4.2 per cent over the 
revised estimate) for 1986-87. In other words, 
even on the basis of conservative assump¬ 
tions about the likely rate of inflation in the 
coming financial year, there will be no in¬ 
crease at all in the plan outlay in real terms 
in 1987-88. Is this “maintaining the tempo 
of the plan”? 

Given the shambles in which the govern¬ 
ment’s finances are, the progressive decline 
in the share of the central plan outlay finan¬ 
ced out of the budget comes as no surprise. 
But what is new in the 1987-88 budget is that 
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the expansion of extra-budgetary resources 
for the plan, the so-called internal resources 
of publk enterprises, is also tending to taper 
off. Thus the increase expected in these 
resources for the plan in 1987-88 is, in 
absolute terms, only one-half of that in 
196M1. Clearly, the government has 
reviewed some of its earlier expectations of 
the ability of public enterprises to generate 
surpluses through more efficient working 
and/or increases in administered prices. 
More interestingly, it also appears that the 
government has given in to the clamour of 
the private sector that the public enterprises* 
recourse to the capital market for raising 
loans should be restrained lest the private 
sector be ‘crowded out’ and face difficulty 
in raising funds for itself. 


Women 


World Bank’s IBscovery 


THE World Bank last month convened a 
conference to promote ‘Safe Motherhood’ 
in association with the World Health 
Association and the UN Population I'und. 
According to the president of the bank. 
Barber Conable, the conference ‘’recognises 
a reality so basic that it has been easy to 
overlook”. And the reality is that ‘‘all over 
the world women are the sustaining force 
of families, communities, nations”; it is 
therefore “intolerable that 1,400 women die 
every day in the process of carrying or 
delivering their children”. The World Bank, 
it seems, has ‘discovered’ women and is 
gearing itself to “take steps to ensure that 
millions of women live to see tomorrow and 
live to make their families’ future and their 
nation’s futures more secure”. 

As a preparatory exercise for the con¬ 
ference the Bank published a document 
examining the conditions and status of 
women in the third world some parts of 
which have been quoted in the media. The 
main focus of the paper, going by available 
reports, is the link between maternal mor¬ 
tality and the waste of human resources 
which could otherwise contribute to social 
productivity. The paper .seeks to make out 
that “investment in maternal health care is 
in fact an investment in development and an 
affordable and productive investment”. 
Ibwards this end, the Bank plans to double 
its lending for population, health and nutri¬ 
tion activities by 1990. 

Within this broad perspective the docu¬ 
ment identifies several factors which influence 
maternal mortality. Women, according to the 
World Bank, do not understand the poten¬ 
tial risks of child-bearing—they must 
therefore be educated to perceive them. 
Secondly, so far it had been assumed that 
the benefits of development programmes in 
health, education, employment, etc, would 
in time flow to men and women alike. But 


this assumption is ‘imperfect’ and. thaefore, 
these programmes must now be specifically 
targetted to ‘vulnerable’ groups, i e, poor 
women, women at risk from pregnancy and 
so on. And, thirdly, the Bank has found that 
maternal mortality could be greatly reduc¬ 
ed with the increased availability of “basic 
health .services”. Quite obviously, the World 
Bank has undertaken a queer exercise—that 
of identifying contributory factors on the 
basis of the kind of programmes it wishes 
to promote. 

The World Bank’s concern for ‘child¬ 
bearing women’ is not new. It has funded 
projects in India—in Tamil Nadu since 1974 
or the Narangwal project which was forced 
to close down precipitately when sensitive 
questions about its personnel were raised— 
with pre- and ante-natal services as focal 
components. Last year the Bank’s assistance 
in the area of health, nutrition and popula¬ 
tion was S 419 million in 11 countries, only 
three of them in Africa. Six of the projects 
specifically cover maternal mo,'tality and 
family planning. 

On the whole, African countries accounted 
for $ 2,047 million of the Bank’s assistance 
in 1986, much less than that for South Asia 
alone, or for that matter any of the other 
legions. “Helping reverse economic decline 
in-.\frica” is, according to the Bank’s last 
annual report, a key programme for the 
1990s. However, the Bank has not been able 
to tap the potential for increasing assistance 
in Africa through its existing areas of opera¬ 


tion. However, the health sector, especiidly 
interventions directed at reducing the uii- 
doubtedly high pregnancy-rdat^ death 
rates, is one area where African states may 
be persuaded to seek assistance. Hence the 
evocative description of high maternal mor¬ 
tality in Africa which has prompted the 
Lancet to editorialise on the ‘crisis of 
development’ in that area. Conabl^s package 
solution of a three-tiered approach—com¬ 
munity-based health care relying on non- 
physidan health workers; a Uw hospitals and 
health centres for emergendes; and transport 
system to transfer high risk pregnancies to 
the referral facilities—offien a cheap solu¬ 
tion to African states (at S 2 per capita per 
annum in countries which spend more than 
four tims that now). It has the added attrac¬ 
tion of having incorporated the new formula 
for developing nations, viz, non-medical, 
non-curative approaches to achieve health 
for all. 

While there is nothing faulty about the 
elements of the solution, it is the perspec¬ 
tive within which it is being mooted and its 
objectives which are suspect. Given these, it 
is not surprising that the World Bank paper 
on third world women does not take cogni¬ 
sance of the real determinants of maternal 
mortality status—the low social status of 
women in patriarchal capitalist societies 
where any intervention directed at change is 
sought to be co-opted, its effect neutralised 
and transformed to serve the interests of the 
state. 


BUSINESS 

Little to Complain About 


AN avalanche of selling swept across the 
stock market during the special post-budget 
session on February 28. The market’s 
reaction to the union budget could not be 
dismissed as impulsive. For, the panicky 
selling persisted during the subsequent ses¬ 
sion on March 2 when the market had 
carefully looked into the various budget pro¬ 
posals and also known the reactions of trade 
and industry. With both bulls and bears 
emerging as keen sellers equity price indices 
registered their sharpest-ever two-session 
decline—much steeper than that witnessed 
last year-with the Financial Express equity 
price index for Bombay down by 6.4 per cent 
and the all-India index by 4.7 per cent. The 
Bombay stock exchange sensitive index went 
down tv 6.9 per cent. Quite apparently, the 
stock market's sharp, hasty retreat reflected 
its disappointment with the union budget 
which had belied its hopes. 

The prime minister’s deep concern over 
the slump in equity prices during November 
and early December and the massive sup¬ 
port the financial institutions had been 


asked to lend at his instance to extricate the 
market from the mess it had got into because 
of reckless speculation and failure on the 
part of the stock exchange authorities to 
enforce requisite discipline had gteatly 
endeared Rajiv Gandhi to the stock exchange 
fraternity. His subsequent categorical asser¬ 
tion in his inaugural address at the Inter¬ 
national Chambtf of Commerce meeting on 
February II diat the government would soon 
rationalise the tax structure to make the 
capital market healthier and impart new 
dynamism to the industrial sector had raised 
all kinds of expectations. The highly opti¬ 
mistic assessment of the state of the economy 
in the Economic Survey gave a (Vuther boost 
to the market’s hopes. 

The views expressed on Rgjiv Gandhi’s 
budget by a cross-section of the trade and 
industry, economic pundits and tax experts 
have varied widely. The economic pundits 
seem greatly concerned over the monetary 
consequences of huge uncovered budgmry 
deficits betiding government’s Mure to 
exercise any worthwhile discipline on spen¬ 
ding. While the FIC'Cl chief has com- 
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pUmented Rajiv Gandhi for deftly handling 
a difficult task of achieving a fine balance 
between the needs of development and the 
compulsions of the sodo-economic situation 
and for placing the right accent on major 
areas of growth particularly education, 
housing, electricity and employroeni, other 
spokesmen of industry have generally com¬ 
plained about the lack of special incentives 
for promotion of exports and revival of sick 
units. According to one tax expert, the 
budget does not offer any positive incentives 
for promoting savings and reducing expen¬ 
diture and lacks the necessary dynamism to 
consolidate industrial growth and boost the 
sagging capital market. As for the trade, it 
is less concerned about the overall impact 
of the budget than about its implications 
for the particular areas of activity it is 
engaged in. 

The stock market’s interest centres mainly 
on the budget proposals which have a direct 
bearing on the capital market and the for¬ 
tunes of the corporate sector. The market has 
only itself to blame for having entertained 
hopes in complete disregard of the declared 
long-term fiscal policy and the goverrunent's 
emerging budgetary position. Rajiv Gandhi’s 
budget may have the appearance of an anti¬ 
climax after the pre-budget expectations but 
except for the minimum tax of IS per cent 
on the company’s book profits, the budget 
cannot be dubbed as anti-stock market or 
anti-corporate sector. One cannot expect the 
corporate sector to take kindly to the provi¬ 
sion requiring a company to pay tax on at 
least 30 per cent of its book profits for the 
simple reason that the additional tax will 
adversely affect the ability to repay the 
instalments of loans taken from financial 
institutions and it might also impair its divi¬ 
dend paying capacity. But is it not only fair 
and proper that the prosperous should pay 
at least some tax? That apart, the revenue 
gain from the “minimum corporate tax’’ is 
estimated at around Rs 75 crore which is 
about the same as the collection under the 
surtax during 1987-88. The finance ministry 
has clarified that the chargeable profits 
earned during the fiscal year 1987-88 are 
exempted from surtax. 

The budget contains quite a few proposals 
which are favourable from the viewpoint of 
the capital market as also the corporate sec¬ 
tor. There is a toul package for a host of 
industries like cement, textiles, electronics, 
capital goods and the like aimed at facili¬ 
tating creation of new capacity, modern¬ 
isation and enhanced capacity utilisation. 
The MODVAT scheme is being extended to 
nearly all commodities with a view to 
rationalising the system of excise taxation 
and eliminating the cascading effect. The 
corporate sector stands to gain a good deal 
Bom the exemption from tax of the capital 
gains made on the sale of land and other 
assets in overcrowded urban sectors as part 
of the scheme to shift them to other loca¬ 
tions. A liberalised set of depreciation rules 


is being introduced with effect from April 
1^. Depreciation will be allowed in respect 
of blocks of assets instead of the present 
system linked to individual assets. There will 
be only three rates of depreciation for plam 
and machinery, namely, 100 per cent, SO per 
cent and 33'/i per cent. Apart from simpli¬ 
fying assessment, this wiU enable industry 
to replace and modernise capital equipment 
faster. 

The provision relating to tax deduction at 
source has been modified. No tax will be re¬ 
quired to be deducted at source if the pay¬ 
ment by way of dividend or interest does not 
exceed Rs 2,500. The provision allowing 
deduction in respect of investment in equity 
shares of certain categories of new com¬ 
panies which was to be withdrawn after 
March 1987 has been extended for three 
more years and the holding period for these 
shares has been reduced from five to three 
years. With a view to providing greater flex¬ 
ibility to investors and also to improve the 
mobility of capital invested in shares, the 
qualifying period for concessional treatment 
for long-torm capital gains has been reduced 
from 36 months to 12 months. A mutual 
fund is to be set up by the State Bank of 
India to attract investment in equity by small 
investors. This will break UTl’s monopoly. 
In Older to protect investors’ rights and pre¬ 
vent trading malpractices, the government 
has decided to set up a separate board for 
regulation and orderly functioning of the 
stock exchanges. 

Considering all these favourable pro¬ 
posals—the list is not exhaustive—the stock 
exchange fraternity cannot legitimately com¬ 
plain that the prime minister’s budget con¬ 
tains precious little which will benefit the 
corporate sector and also enliven the capital 
market. What could be mote reassuring 'han 
Rajiv Gandhi’s statement in his budget 
speech that “I shall also be announcing cer¬ 
tain measures later which should contribute 
to the development of capital markets'. The 
market is apparently paying dearly fot 
having indulged in wishful thinking and 
reckless speculation. The market authorities 
have been obliged to tighten the margin 
screw to minimise the risk of payments dif¬ 
ficulties in the wake of the sharp decline in 
equity prices. The stock market would no 
doubt be all smiles again if the propo.sal in 
regard to the minimum corporate tax is 
withdrawn and some relief is provided to the 
recession-hit industries. But massive institu¬ 
tional support also can reverse the downward 
trend in equity prices. Whether this i.s 
necessary at this juncture is an issue on 
which opinion is likely to be sharply divided. 

The government expects the capital 
market to return to a measure of buoyancy 
as soon as the investors absorb the budgetary 
provisions. The union finance secretary 
S Venkitaraman thinks that the package of 
measures initiated will help stabilise the 
capital market, ensure higher rates of growth 
in selected industry sectors and accord relief 


TWENTY YEARS AGO 

EPW, Marcli 4, 1967 

The historic judgment of the Supreme 
Court that in future parliament cannot 
abridge the Fundamental Rights guaranteed 
in the constitution by resort to the pro¬ 
cedure prescribed for constitutional amend¬ 
ment raises grave issues regarding the nature 
of the constitution —issues which though 
immediately juristic are potentially of great 
political import. Fomudly the court has 
rejected the petition challeiiging the validity 
of the Seventeentli Amendment. But the 
majority judgment of the court given by six 
judges, with five judges dissenting, has 
declared that parliament has no power to 
amend the fundamental rights... 

The issues raised by the judgment extend 
far beyond an interpretation of the articles 
of the constitution. The importance of 
safeguarding the citizen’s fundamental 
rights cannot be overemphasised and any 
tendency on the part of the e.xecutive to 
abridge them, frequently and without suf¬ 
ficient social justification, has to be resisted. 
Vkt the Supreme Court's judgment attributes 
to these rights transcendental relevance and 
immutability which the framers of the con¬ 
stitution did not intend lor them .. The at¬ 
titude taken by the court cannot but lead 
soonei or laiei to the development of a gulf 
between ihe fundumemal rights as declared 
and interpreted by the courts had the felt 
needs of a changing society. A constitution 
which is so rigid as to rendei any change 
impossible contains the seeds of tension— 
between the constitution which provides the 
framework of the state and the legislatures 
which represent the people. 

• « A 

Why is It that the West German Federal 
Republic has reacted so violently to the pro¬ 
posed nuclear non-dissennination treaty that 
involves, among other reasonable sounding 
clauses, international inspection of all 
nuclear installations? .. .Ostensibly, the 
raison d'etre for such a treaty is to prevent 
a non-nuclear power from becoming one on 
the sly... West Germany has ample reason 
to believe that it is aimed only at itself.. 
What Delhi should not forget is that what 
is aimed at West Germany is pari passu also 
intended to stifle India and make her 
massively dependent on the West or alter¬ 
natively on the Big Tivo. India may not want 
to divert her meagre funds to build atomic 
weapons, but that should be no reason why 
she should want to let her hands be bound 
for all times to come. 

• * * 

The long-awaited report on a framework 
for Incomes and Prices Policy .was released 
some weeks ago... In concrete terms the 
major objectives [of the report] are to 
(a) generate from domestic income the sav¬ 
ings neces.sary for ensuring non-inflationary 
financing of invesimenis, (b) adjust domestic 
demands in such a manner as to minimise 
(he pressure on balance of payments; and 
(c) narrow the disparities in real incomes bet¬ 
ween sections of the community and between 
individuals... It is very hard to see how an 
incomes policy with such ambitious objec¬ 
tives can be devised in practice considering 
the institutional structure of our economy. 
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to a large section ol consumers through the 
MODVAT scheme. Much would depend on 
the government's overall management oi the 
economy and the growth impulses it i.s able 
to generate. One does not have to bother 
much about the stock/capital markets if the 
corporate sector performs well. 


Exports 


Help for .Small Unita 


A WORKSHOP on the ‘role of export 
houses in developing exports from small and 
medium enterprises (SMEs)' was organised 
at Bombay from September 1 to 12, 1986 
jointly by Internaiional Trade Centre 
UNCTAD/GArr and the Hxpoit Import 
Bank. Participants from eight Asian coun¬ 
tries, including an observei participant from 
Singapore, shared their regional experiences 
and perspectives regarding promotion of 
SME exports by export houses in their 
respective countries. 

Small and medium enterprises have not 
only made a significant contribution to the 
growth and development process of many 
developing countries, but have played an 
increasing role in the promotion of exports 
from these countries. In India, for instance, 
SMEs now contribute 40 per cent to total 
exports and 43 per cent to manufactured 
exports. 

Export houses have played an important 
role in promoting exports in India, as in 
many other developing countries. Parti¬ 
cularly in the case of small and medium 
enterprises, the role played by export hou.ses 
in promoting their exports is a crucial one. 
Many successful export houses can provide 
the following services to SMEs to enable 
them to export their products: consultancy 
relating to market, equipment,' process, 
packaging; international market research; 
advertising, marketing, insurance; product 
research/design; legal as.sistance; transporta¬ 
tion/trade documentation/freight forward¬ 
ing; communication and processing of 
foreign orders; warehousing; .customer 
follow-up; foreign exchange; and title to 
goods. Some export houses also piovidc 
additional services such as setting up of joini 
ventures, pioduction assistance, counter¬ 
trade, off-shore trading, training, etc. 

The export house concept was introduced 
in India in 1960 and the export house policy 
was motivated by two distinct perceptions: 
the need to expand the product base and 
market for India’s exports and the potential 
of the small-scale sector for export, while 
lacking resources and ability to engage in a 
co-ordinated export thrust on its own. Four 
kinds of export houses are now recognised 
by government: (1) trading houses, (2) small- 
scale industry export houses, (3) large 
manufacturing or merchant export houses, 
and (4) consortia of small-scale units. 


The criteria laid down for recognition 
under these different categories are different. 
Currently, large manufacturing or merchant 
etport houses are required to export annually 
more than Rs 3 crore worth of ‘select pro¬ 
ducts’ or Rs 7 crore worth of ‘non-select’ 
products. 'Select products’ are engineering 
goods, chemicals, plastics and allied pro¬ 
ducts, leather and sports goods, food, agri¬ 
culture and forest products, textiles, gem and 
jewellery and handicrafts. Small-scale 
industry export houses have tower digibility 
criteria for export turnover at Rs 75 lakh of 
select and Rs 3 crore of non-select products. 
On the other hand, trading houses (which 
are eligible for higher incentives) are requited 
to export more than Rs 15 crore of select 
products annually. According to the annual 
reports of the Federation of Indian Export 
Organisations (FIEO), the number of expon 
houses in India increased from 85 in 1971-72 
to 1,180 in 1981-82 and further to 1,661 in 
1984-85. 

A paper prepared for the workshop by 
A Uday Sekhar and Narayan Pant gives the 
perceptions of export houses and suppliers 
based on personal interviews with represen¬ 
tatives of export houses and small-scale 
entrepreneurs. A majority of the expoit 
hou.ses interviewed felt that the quality of 
the products obtained from the small-scale 
manufacturers was low. However, one set of 
respondents felt that this was not a con- 
siiaint to either sales or marketing. Their 
viewpoint was that the market segment they 
catered to—principally the developing coun¬ 


tries of Asia and Africa—was far more 
price-conscious than quality conscious.. 

There are two kinds of small-scale manu¬ 
facturers who supply to export houses. The 
first are those for whom exports constitute 
a significant part of their total business and 
for whom export-orientation becomes a 
matter of survival. The second are those for 
whom export business is incidental and who, 
consequently, are not motivated to invest in 
acquiring an export-orientation. The second 
category would probably be interested in 
export only in so far as it represented an 
incremental sate to them. A majority of the 
suppliers interviewed stated that there were 
periods when no export orders were received, 
and other periods when they received orders 
well beyond their capacity to satisfy. 

While export houses played an important 
role in promoting exports from small-scale 
units in India, the linkages between them ate 
not as strong as they could be. To some 
extent this might be due to the very large 
number of small-scale units (about 1.3 
million now) in comparison with export 
houses. Moreover, becau.se of the pull of the 
large domestic market, suppliers are not 
often willing to make a long-run commit¬ 
ment to expoi ts which is necessary for an 
enduring relationship with export houses. 
However, in addition to these environmental 
factors, there are also problems relating to 
the export houses policy. In particular,, 
there is a need for greater selectivity in 
designating export houses based on their 
export marketing capability. 
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CAPITAL VIEW 


Our Non-Working Parliament 

Runiirtth Thapar 


OLIR non-working parliament is in session. 
Non-working, because it seldom has a 
quorum of even ten iier cent of the membeis 
in both houses. Of course, these representa¬ 
tives of the [x-ople draw their monthly sitting 
fees, their various perks and privileges in¬ 
cluding subsidised housing, with telephones 
and electricity seldom paid for. In this 
socialistic society, they should observe the 
disciplines of the public sector, and be 
clocked regtilaily for at tendance. But we 
have two standards, two nations. That’s why 
we are where we aic. 

The debate in parliament is what it is 
because only a handful of Mf’s take their 
jobs seriously. Knowing their level of com¬ 
petence, 1 do not blame them for thcii pri- 
mitivcncss in analysis and their lack of ideas 
about how various problems are to be tack¬ 
led. By and large, the oppositionists rest con¬ 
tent criticising any solution offered by the 
ruling clique in the ruling parly. But what 
of the straighitorward bu.sincss of collecting 
facts and using them to pummel the powers 
that be'.’ Must they alvv.iys parrot what the 
press has to say. 

So many of our failincs can be traced back 
to faihires in the picss. 'I he Ml’s do not move 
on then own I'heii ci'niacl with the constitu¬ 
encies IS maiginal, and there is no programme 
fiainc to bring their thoughts and hunches 
into any kind of locus We are saddled, by 
and large, with people who have no proper 
understanding ol ilicii role in parliament. 

It IS niy opinion that so much of the legis¬ 
lation being passed by the two houses ol 
parliament is not legal. Acts have been push¬ 
ed through when quorums have not existed. 
All the prevarications of presiding dignitaries, 
and the officials who connive with them, 
cannot get over the violations of piocedures 
laid down in the constitution, l-'or example, 
the controversy over the postal bill becomes 
even more iionic when it is realised that only 
20 (twenty!) membc’. were present when the 
voting on it took p'.'re! A little bit of investi¬ 
gation would thrs v more damaging light on 
our parliamentary activities. 

It is against this kind of background that 
we have to view the ‘findings’ of the Mishra 
Commission on the killings that followed the 
assassination of Indira Gandhi and the parlia¬ 
mentary debate that will follow. Lven those 
who are cynically-unconcerned about that 
ghastly event should be, for, as one experien¬ 
ced observer of the collapse of the police 
force put it, “Tbday it is the Sikhs. Tomorrow, 
it will be looting irrespective of community”. 

Investigating commissions arc demanded 
because they open wounds, clean them, and 
foster the healing process. Judges are emplo¬ 
yed because they ate supposedly above the 
tussle of contending parties, and can appor¬ 
tion blame in a balanced manner, indicting 
the guilty in the severest terms and preparing 
the way for punishment. They assist the con¬ 
solidation of a democratic sensitivity, parti¬ 
cularly m a complex society like ours. 

If Justice Mishra has done anything, he has 
at least convinced us that competent judges 


in our benighted land arc few and far bet¬ 
ween. It is a shoddy rcpoii, with inaccuracies 
and strange 'gaps’, md goodness knows why 
the clique around Rajiv Gandhi decided to 
deny it to the public—yes, c*ven the ptesidem. 
when he asked foi. The I'hakur Commission 
on the assassination must be in terms of qua¬ 
lity and scope a close runner-up. It has also 
been denied to tlie president and the public. 

The Mishta (.'onimission ipdicts nineteen 
Congrcss(l) activists, but fails to get at those 
shadow lu'iui who m,tiiiiained the ussault on 
the Sikh conmuiiiity. Mishra willingly walks 
into the nap of inuipreting ’organised 
violence’. Dictionaiy meanings aic resoi led 
to. The names of two ministers are repeated¬ 
ly mentioned in many piescnl and earlici 
atlidavits, M K 1. Bhagat and Jagdish lytlcr. 
rtiev should have been suspended fioni 
political office and investigated. Will that 
vilhcr selected judge piopose this dispensa¬ 
tion belore assuming the chairmanship ol 
anothci commission to puisue the giiiliy? 

Justice Mishra talks of hundreds of otliei 
•iffidavits .spelling out the gieat role of 
H K 1. Bliagat m detciice of the Sikhs. Did 
he bother to assess the authenticity of these 
affidavits, wiiticn laigcly by non-Sikhs? And 
what pievcnted him from getting at the 
records of the army, including some lists of 
incendiaries gathered liom the people alfee- 
led and lescucd by the army. Such lists exist 
in the army headquaiter.s. They arc pan of 
the army’s record of its operations—also, I 
hope, flic evidence iigainst officers and 
jawans who were silent spectators as some 
3(K) of their colleagues were burnt in their 
uniforms while travelling on our railways 
during those days Who prevented Justice 
Mishra from probing? 

This shameful blot on our democratic 
governance, marking the killings of ovci 
2,.300 persons (a figure still to be confirmed!), 
has to be removed if only to restore the laith 
of the Sikh coniinunity. A'crimc of this nro- 
poiiion cannot go unpunished. 1 he police 
efiort to lodge chaigcs against the person* 
mentioned is laughable. Rioting and arson is 
the charge, but not murder. When hundreds 
of Sikh youih aic lounded up on suspicion 
of being tciroust*, what prevents an orga 
nised cflori to get at the hoodlums of 1^84. 
They still flouiish in the mohallahs with 
police and political protection, .‘.sk the 
widows and children vvho suivived. 

liven the stricliues against the Delhi 
adm'nisiration foigct to mention the man 
who was supposedly m command of the situa¬ 
tion at the centre, home minister Narasimha 
Rao, upon whose dithering the government 
of India rested during those critical and 
uncertain days. This gentleman’s only con¬ 
cern was law and Older in Teen Murti House 
whgre Indira Gandhi was on display tor 
three provocative days. He decided on the 
prioritic.s—also on deploying half the mili¬ 
tary force available at the time to Teen Mum 
House! Perhaps, the word ‘decided’ is niis- 
u.scd. All manner of adventurers were 
playing communal politics in those days 


Too many people ate reacting to the 
Mishra Commission’s findings without read¬ 
ing tlieni, relying solely on newspaper sum 
manes. 1 his is common piactice in our land, 
but on this occasion respected senior citizens 
need to study the findings in detail, if only 
10 piove that oui faith in judges is rather 
misplaced Two years ago, piiiiic ininister 
Rajiv Gandhi knew that his Coiigicss(l) acti¬ 
vists weie involvvd, and th.u some Congrcss(l) 
rwius were protec'liiig them Iroiii punishment 
because they wcic nceiled lor the elections in 
December 1984. He accepted this supcilieial 
theory, failing to sec the ‘organised’ patterns 
in the attacks. Mishta does the same, and 
gevs out ol his wav to piotcci the politicians 

T he Sikh communiiy, belonging to many 
political persuasions, was rightly inccii.scd 
bv ihc lailuic to punish after the kind of 
carnage ihai had taken place. T he riots invol¬ 
ving Muslims, and the caste violence we aie 
lor ever witnessing, have not been white 
washed in the way ihe aiiack on the Sikhs 
was in the iiortliciii tei>iioiles. And logeihei 
with the prcsisii'iii aiicnipi to sow suspicions, 
a climate was created foi a kind of icriorist 
vcngcaiKc, confusing right-thinking .Sikhs 
wlio ceitaitilv sonsiituic 'he silent majoiity. 

1 keep woiideimg whclhct the clique iliai 
lulcs tiiidcisiands the iiiiei-connevlions bet¬ 
ween various dcvcUipiiicnts. VVhv is the print 
media I'cmg pushed to play up Rajiv- 
(landhi’s 'suppoit’ to Hanuila? Good god, 
the whole nation wants a separation of 
religion lioni politics \Vc should be play¬ 
ing up Bainala’s stiicfuies against the 
govetmnent ol India regarding the implc- 
mciUaiiun of the ‘(Vsiiid’, or else m the con¬ 
fusion he will again be reduced to a political 
vegetable. And wTu) is responsible for Ihe 
rumour that recent healthy events in Punjab 
were planned by Rajiv Gandhi, a cool and 
competent strategist? An aide in the PM's 
scciciaiiui Ol Dai shun Singh Ragi ot the 
desecrated Golden Temple? Both imciprela- 
tions are possible. 

This is not the end of Ihc pot-holed road. 
One of our judges. Lradi, will be offeiiiig 
his mandate on the sliarlng of iivcr water* 
between Punjab, Haryana and Riijasihan. 
Another, Sarkar'a, will be tcporling on 
cemie-*iaic relation*, .is also the comment* 
on this mailer in the so-called .-Xnaiiiipui 
Sahib Resolution. Ihcinusn., oi vacophony, 
of these judgments i* going to be with it* 
lot a long time a* poliiisian* of vai lou* hue* 
exploit the lear*. in*eciiniie* and emotion* 
of out untiiloimcd p.opics. 

At this ctilic.il juncture, i* it loo inueh to 
ask our non-workmg parli,uiicnl to establish 
lulcs of aiiendance that discipline it* 
members and give the coumiy a feeling that 
11 * fund* aic not being misused lor a vat iciy 
ol democratic chaiadc*. I hen. we rnav get 

a proper focti* on the Mishra'.el sueh like 

Gi have we leached a point whcic we aii 
really im.iblc to take a stand on norms when 
the double-talking, doubie'-lhinking elite ol 
today is involved.’ .■\dmiticdlv, it isdilticnii 
Allci ali. vve are a soiiely vupposedly com 
milled to reducing the growing gulls between 
rich and pooi, hut caught up in hudgctiing 
to incic.isc these gulfs! 

February 27 
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STATISTICS 


Variation (P* Cent) 


Index Numbera of Wholesale Pricea 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

In 

in 

In 

In 

(14-2-87) 

Month 

Year 

29. 1986 

85-86" " 

84-85 

83-84 

82-83 

All Commodities 

1000 

379.5 

-0,1 

5.7 

5.7 

5.7 

7,1 

9.5 

2.6 

Primary Articles 

417 

354,2 

-0.2 

7.3 

7.6 

2.4 

4.8 

It.O 

3.6 

Food Articles 

298 

334.3 

- 0.5 

5.2 

4.8 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

331.3 

0.2 

17.3 

20.5 

- 10.5 

-2.3 

15.1 

1.7 

Fuel, Power, Light and Lubricants 

8S 

624.2 

0.4 

2.6 

2.5 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

359.1 

-0.1 

5.3 

5.) 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Coat of Livinft Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

in 

In 

In 

In 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 

1960 = 100 

688’’ 

-0.6 

9.2 

7.8 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 

1960 = 100 

625" 

0.5 

8.7 

7.0 

6.8 

8.1 

10.3 

8.0 

For Agricultural Labourers 

July 60 to 

585" 

-0.2 

4.3 

5.2 

4.8 

0.2 

11.4 

5.2 

June 61 = 100 









Variation R$ C'rore (Per Cent in Brackets) 


Money and Ranking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(13-2-87) 

Month 

Year 

28, 1986 

85-86' ' 

84-85"" 

83-84 

82-83 

Money Supply (Mj) 

Rs Crore 

1,37,611 

45 

20,372 

19,382 

16,153 

16,058 

13,031 

I0.11< 




(neg) 

(17.4) 

(16.4) 

(15.8) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Ciovernmeni Sector 

Rs Crore 

71,329 

157 

11,518 

12,838 

9,530 

8,445 

5,757 

4.748 

Bank Credit to Commeicial Sector 

Rs Crore 

90,160 

202 

11,025 

8,445 

10,784 

10,809 

8,830 

8,247 

Net Foreign Exchange Assets of Banking Sector 

Rs Crore 

4,050 

244 

1,349 

638 

299 

1,467 

-104 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

1,00,925 

-430 

16,138 

13,152 

13,044 

11,648 

8,550 

7,299 




( 0.4) 

(19.0) 

(15.0) 

(18.0) 

(19.2) 

(16.4) 

(16.6) 

Foreign Exchange A.sscts** 

Rs Crore 

7,060 

181 

756 

-324 

577 

1,271 

1,190 

758 







(8.0) 

(21.3) 

(24.9) 

(18.8) 

Index Numbera of Iiidusiria) 

Weights 

Latest 

Average of 






PriMiuetion 


Month 

Months" 


Variation (Per 

Cent) 


(1970 - 100) 
























In 

In 

In 

In 

In 




1986 

1985 

1986" " 

1985 " " 

1984 

1983 

1982 

Ceneral Index 

100.00 

216.1* 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0* 

230.5 

225.1 

2.4 

2.6 

6.6 

5.3 

0.9 

Intermediate Goods Industries 

21.33 

192.3* 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month ' 










(Nov. 86) 1986-87 ‘ 

1985 86" 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

925 

7,997 

7,186 

10,420 

11,855 

9,872 

8,908 

7,803 






(- 12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

imports 

Rs Crore 

1,508 

12,446 

13,136 

18.371 

17,173 

15,763 

14,356 

13,671 






(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-583 

- 4,469 

5,950 

-7,951 

-5,318 

- 5,891 

-5.448 

- 5.868 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 










(Nov 86) 

1986 

1983 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on 1 ivc Registers 

Thousand 

29,853 

29,85.3 

26,134 

26,270 

24,861 

23,034 

19,753 

17,838 

(as at end of period) 





(5.7) 

(7.9) 

(16.6) 

(10.7) 

(8.3) 

Number of Registrations 

Thousand 

341 

5,038 

5,364 

5,766 

6,220 

6,756 

5,862 

6,277 






(- 7.3) 

( 8.0) 

(15.3) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

556 

629 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

23 

326 

349 

373 

407 

486 

474 

505 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1985-86- * 

1984-85"' 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (Current Prices) 

Rs crore 

2,15,024 

1,90,888 

1,72,704 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

Gross Domestic Product (1970-71 Prices) 

Rs crore 

64,988 

61,838 

59,341 

55,032 

53,168 

50,736 

47,138 

49,633 

Per Capita Income (1970-71 Prices) 

Rupees 

798 

775 

764 

721 

715 

700 

664 

717 


• For current year upro latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

-f Upto latest month for which data are available. 

+ + Provisional data. 

Soles; (1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the Figure ii for January and so on. 
Q) Figures in brackets denote percentage variation over previous period. 
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FROM THE IVORY TOWER 


Water Water Everywhere, and No 
Management At All 

Arun Ghosh 


A CHANCE visit to Madras in late 
November/early December brings home 
strikingly the overwhelming shortage of 
water in this city. This is the season for 
winter rains in Ikmil Nadu, and in Madras 
city one hears that the rains have failed in 
the catchment area for the second year run¬ 
ning. In fact, there is already a shortage of 
water in Madras city, and one shudders to 
think what would happen from the month 
of March onwards. But then, when one sees 
the beautifully laid out bungalows with a 
profusion of trees and flowers in the city, it 
becomes difficult to imagine that this other¬ 
wise beautiful city has an almost perennial 
shortage of even drinking water. 

An expert on environmnt engineering was 
waxing eloquent on this subject the other 
day. He forecast that by 1995, the cities of 
Madras and Coimbatore arc going to have 
a perpetual water famine, that even in other 
areas of the country where there is seemingjy 
adequate water supply today, the turn of the 
century would sec a crisis of potable water 
supply, that Delhi could then be facing the 
problems that Madras is facing today, that 
we are absolutely profligate in the use of 
water in India, and that we ought seriously 
to start recycling all water available from one 
use to the next. Even the water Hushed out 
of the w c needs to be cleansed and recycled, 
and the industrial use of water can and has 
to be rcocled through diverse types of water 
treatment plants. Even the worst sewage 
water needs to be properly treated, the 
ethane extracted, and the residue used for 
irrigation. My informant felt that with the 
growth of large cities, their not incon¬ 
siderable sewage water has to be used for ir¬ 
rigation over as wide a command area as 
possible, and the groundwater currently used 
for irrigation could then be diverted for the 
supply of drinking water for the growing 
population. 

Perhaps those of us living under the 
bounty of the snow-fed rivers emanating 
from the Himalayas do not quite realise the 
seriousness of the problem of water manage¬ 
ment. And economists and planners have 
been equally guilty in their neglect of a well- 
thought-out water management programme 
for the country. This is reflected in three 
policy errors which have played havoc with 
both our environment and the management 
of our water resources. First, there has 
always been heavy emphasis on large; expen¬ 
sive, long-gestation surface water projects. 
Large water storage schemes may essen¬ 
tial, but these works ought also to be 
relatively Jess expensive than some of the 
grandiose plans being drawn up in the rest 
of the courdry. Secondly, "and more impor¬ 


tantly, one sees the effect of the neglect of 
soil conservation measures and affore¬ 
station, leading to increasing degradation ol 
the land. This leads, inter alia, to increased 
run-off of silt into the reservoirs created by 
the construction of expensive dams, so that 
what we are building at high cost is getting 
eroded at a rapid pace. Finally, there is 
totally unplanned use of groundwater- 
overuse in some areas and neglect of use in 
others, even where there is potential for the 
same—and wrongly placed emphasis on sur¬ 
face water use even as the groundwater re¬ 
mains unutilised, leading to water logging 
and soil salinity. Large tracts of the tail-end 
of the DVC system, Punjab and Haryana and 
even parts of otherwise arid Maharashtra, 
are now beginning to show the effects of 
overuse of surface irrigation without any 
arrangement for water drainage. 

These matters are, fortunately, receiving 
increasing public attention, thanks to the 
zeal of a few crusaders, but the habits of 
engineers as also of the bureaucracy die 
hard. Also, there is the overhang of large 
investments already made in projects yet to 
be completed, which gives the large surface 
water projects an advantage in the alloca¬ 
tion of plan funds. This is to the liking of 
many. Large contracts have an enormous at¬ 
traction. But let us, in this context, present 
a few basic statistics in regard to the overall 
nature of the problem, since there is also a 
common feeling that we must endeavour to 
exploit the available surface water—other¬ 
wise running into the sea—for irrigation 
purposes, as quickly as possible. 

According to the National Commission 
on Agriculture, the total annual precipita¬ 
tion in India is as much as 400 million hec¬ 
tare metres (mham), and to this may be 
added some 20 mham arising from flows 
outside India, from our northern neigh¬ 
bours. Of this amount of precipitation, some 
215 mham percolate to the soil, some 70 
mham are evaporated, almost immediately, 
and some 133 mham constitute surface water 
flows. Of the amount that percolates into 
the soil, a part joins the rivers through sub¬ 
terranean flows, which makes the total sur¬ 
face water availability around 180 mham. Of 
the percolation, some 50 mham reaches the 
water table, which is then available for 
drawal on an annual basis, the rest of the 
water being available as moisture in the soil. 
These are rough figures, and there would 
doubtless be considerable annual variations, 
as also local variations. 

B B Vohra, an expert on land and water 
management, and currently chairman of the 
energy advisory board, gives marginally 
different figures—that is not of any signi- 


licance—but he has also indicated that of 
the total surface water flow, only some 20 
mham have so far been impounded in reser¬ 
voirs, while 160 mhani reach the .sea Let us 
not quarrel about the veracity of all these 
figures; marginal differences would not af¬ 
fect our argument. Indeed, it is possible that 
since the time the National Commission on 
Agriculture issued its report, as far back as 
1976, the denudation of the countryside may 
have reduced the percolation and added to 
the run-off of both water and silt. 

The important point to note is that as pf 
today, only some 20 mham of water is being 
impounded in the large reservoirs created by 
us, on an annual basis. The extent of the per¬ 
colation to the water table, drawable as 
groundwater on an annual basis, is as much 
as SO mham. As to whether around 100 
mham of moisture is retained and is usable 
(or used) for cultivation would depend on 
how we tretit our envnoninem. 

The outlay on the creation of ‘irrigation 
potential’ (through laige sin face water 
schemes) for 20.8 million hcctates of farm¬ 
land between 19S| and 1985, according to 
H B Vohia, was as much as Ks 152 billion; 
and yet, as much as 5.2 million hectares of 
the potential remains unrealised as of today. 
To use this potential, a further investment 
of something like Rs 30,000 per hectare 
would be neccs.sary. That is to say, an addi 
tional investment of Rs 156 billion would be 
necessary to make the irrigation potenti.il 
already created fully leali.sable. And vet. the 
Seventh Plan provides for the cieaiion ol 
fresh irrigation potential for 4..3 million hei.-- 
tarcs at a co.si of Ks 120 billion. 

Consider now the problem of siliiiig of 
the reservoirs created by these cxpeiiMse 
dams, arising from the neglect of soil con 
servation; and the problem of the protection 
of the rich top-soil from being washed away. 
.According to the National Commission on 
Agriculture, the rate of silting of some of 
our major reservoirs has been alarmingly 
high (see accompanying table). Nothing has 
happened since the time of the surveys 
referred to in the table to reduce the rate of 
silting; in fact, one may expect a much 
higher rate of silting today than reptsrted by 
the National Commission on Agriculture 
more than a decade back, owing to the 
steady denudation of our forest cover in the 
catchment areas, Che grazing of the hill 
slopes and the neglect of even ordinary soil 
conservation measures. 

All studies point to the possibility of 
increased percolation, reduced run-off of 
water, and of the avoidance of Hash flo(xi.s 
through scientific soil coaservation measures 
such as afforestation, planting of grasses on 
slopes, contour bunding of farmland, etc. 
According to Vohra, observations made near 
Dehra Dun show that the infiltration of rain 
water in the first three hours was 5.45 cnis 
on ploughed fields, while in a sal forest with 
good leaf litter it was as high as 20.70 cms. 
In the Sivalik region near Dehra Dun, run- 
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Tabi,e: Anni;al Rate of Silting (Hectare Metres of Silt) Per 100 Square Km of 

Catchment Area 


Project 

Year of 
Impounding 

Assumed while 
Pam was Built 

Observed in 
Surveys 

Surveys Conducted in 

(1) Maithon 

1956 

1.62 

13.10 

1963, 1965, 1971 

(2) Mayurakshi 

1955 

3.61 

16.43 

1965, 1970 

(3) Ramganga 

1974 

4.29 

18.19 

Sediment inflow data 

(4) Ghod 

1966 

3.61 

15.24 

Inflow-outflow method 

(5) Beas Unit 11 

1974 

4.29 

14.29 

.Sediment inflow data 

(6) Ukai 

1971 

1.47 

10.95 

Inflow-outflow method 

(7) Narmada 

under 

construction 

t.55 

5.62 

Inflow-outflow method 

(8) Tawa 

1974 

3.61 

11.15 

Sediment inflow data 

(9) Sivajisagar 

l%i 


15.24 

1966, 1971 


Source". Report of ihc National Commission on Agriculture, 1976, Part V. 


off losses 01 water were reduced by 72 per 
cent by placing fallow lands under natural 
grasses. A similar treatment of bare lands 
near Sholapur has resulted in a reduction of 
79 per cent in the run-off of rain water. 

And yet, our outlay on soil conservation 
measures is pitifully small when compared 
to the enormous outlay on the creation of 
surface ‘irrigation potential’. Some idea of 
the cost of such projects has already been 
given. In regard to soil conservation, we do 

not unfortunately have all-India figures ol 
budgetary outlay, and the figures of central 
government expenditure may be misleading, 
since we would be missing the outlay by the 
state governments. But let us examine the 
outlay on such measures, as budgeted by the 
central government for 1986-87, under the 
two relevant ministries of agriculture and of 
environment and forests: 

(Rs lakh) 


Agriculture 

(I) Soil and water conservation 409 

(mainly ud- 
niinistia- 
tive costs) 


(2) Soil conservation in catch¬ 

ment areas of river valley 
projects 894 

(3) Integrated watershed mana¬ 

gement in catchment areas 
of flood pi one rivers in 
Indo-fiangetic basin 497 

(4) Development and stabili¬ 
sation of ravinous areas 593 

Total of above 2,393 

Environment anil Forests 

(1) Social forestry 1,850 

(2) Decentralised nurseries 850 

(3) Wasteland Development 

Hoard 647 

(4) Establishment of silvipas- 

lural farms 260 

(5) Beneficiary oriented pro¬ 
grammes in tribal areas HX) 

(6) Integrated soil and water 

conservation schemes in the 
Humalayas 480 

(7) Afforestation ot ecologically 
sensitive areas other than 

the Himalayas 195 

Total of above 4,382 


We have not taken into consideration the 
entire outlay on the forest department, not 
of other environmental schemes (such as the 
Uanga purification project, for which Rs 52 
crore have been budget^), since they do not 
concern us here. The total central govern¬ 
ment outlay directly or indirectly related to 
the afforestation of the catchment areas, 
social forestry, and soil conservation would 
be seen to be around Rs 68 crore. One must 
add to this 20 per cent of the outlay on the 
Rural Landless Employment Guarantee Pro¬ 
gramme (RLEOP) of Rs 400 crore, ear¬ 


marked for social forestry. Also, some of tht 
above centrally sponsored schemes (e g, for 
soil conservation) involve matching outlay 
by the states. All in all, one gets a total of 
approximately Rs 150 crore in the whole of 
India—including a substantial part of the 
outlay by the state governments—lor tree 
planting, soil conservation, et at 

And now, consider the nature of Ihc pro¬ 
blem. Of the approximately 266 million hec¬ 
tares of land area available for agricultural, 
foiestry and similar uses, roughly 175 
million hectares today stand degraded, call¬ 
ing for urgent attention. 1'hat is, around two- 
thirds of our countryside is now degraded 
land. These figures are from the Sixth Plan 
document, and one can assume that the 
situation today would be no different. And 
yet, the order of our outlay on a problem 
which affects not only the bulk of our 
population and its productivity but also the 
well being of the coming generations, is no 
more than Rs 150 crore annually. The cen¬ 
tral subsidy on foodgrains was budgeted at 
Rs 1,750 crore in 1986-87 and on chemical 
fertilisers Rs 1,950 crore. 

One wuld go on. Minor irrigation schemes 
cost a fraction of major irrigation work.s, 
can be completed quickly, and can be 
located specifically near relatively smaller 
farms, where groundwater conditions per¬ 
mit, so as to help the smaller farmers im¬ 
prove their productivity, thereby improving 
both the overall level of productivity and the 
distribution of income in the rural areas. 
And yet, there is over-emphasis on major 
irrigation works as compared to minor ir¬ 
rigation; there is neglect of organic fertilisers 
and heavy reliance on chemical fertilisers 
with its attendant dangers; and there is no 
recognition of the loss of soil fertility 
through wrong usage. All these arise from 
a generally short-sighted, lazy approach to 
our agronomy. As far back as 1976, the 
National Commission on Agriculture had 
recommended the recycling of sewage, water 
for irrigation purposes. This would increase 
the supply of organic fertilisers. And yet, in 
1987, wc do not have any such sewage treat¬ 


ment plant in any town or city. 

But we are on the subject of water 
management. Alas, we have given little 
thought to the need for examining either the 
totality of water availability or its rational 
use in different parts of the country. The 
1974 studies made for the national commis¬ 
sion on agriculture lie buried in those files. 
Economists have also placed too much em¬ 
phasis on the attainment of annual growth 
of national income, as a result of our plan 
efforts, without recognition of the possible 
destruction of our national wealth in the 
process. Even the national income experts 
have focused on the estimation of the 
reproducible tangible wealth, and not on the 
intangibles such as the denudation of our 
forest cover, the loss of top soil, and the con¬ 
sequent degradation of the soil. The spec¬ 
tacle of the rains cither evading part of the 
countryside—because of the absence of a 
tree cover—or not leaving much impact 
because of immediate run-off of the rain 
water, owing to the degradation of the soil, 
is increasing day by day. 

Are we to leave a desolate country to the 
succeeding generations? Or can our plar 
priorities and plan outlay still be changed? 
It is not enough to have a few leaders 
make appropriate noises before occasional 
meetings of officials. What is needed is a 
combination of the requisite ‘organisation’, 
the right policy-mix, and the deployment of 
adequate resources for afforestation and soil 
conservation, and a much greater emphasis 
on the exploitation of our groundwater 


When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 



NUCLEAR NOTEBOOK 


To Trust or Not to Trust 

Achin Vanaik 


NOT a week passes without some major 
newspaper in the country catting attention 
to the secret Pakistan preparations of a 
nuctear bomb and an appropriately high 
level statement by some senior official or the 
other in the Indian government that a 
Pakistan bomb will force India to re-evaluate 
its own position with regard to construction 
of a nuclear weapons system. The last few 
weeks have been no exception. Such is the 
general climate of ‘informed’ public opinion 
that it is just not possible to be too optimistic 
about the prospects of the sub-continent 
continuing to remain free of nuctear weapons. 
Gossip in the capital has it that the former 
foreign secretary A P Venkateshwaran was 
something of a ‘dove* on the question of 
Indian nuclearisation in ‘response’ to 
Pakistani efforts at acquiring a nuclear 
weapons capability. If true, then his depar¬ 
ture gives even less comfort to those who feel 
that the piessures for India going nuclear i c, 
establishing a nuclear weapons system, 
however rudimentary, arc becoming distur¬ 
bingly stronger. 

liven the peace tendencies emerging in the 
country have curiously little to say about this 
•specific problem—the Indo-Pakistan nuclear 
equation (see Nuclear Notebook, EPW, 
December 13,1986). Insofar as they link the 
issue of nuclear weapons to non-nuclear 
aspects of national security vis-a-vis 
Pakistan, they only dilute the focus on the 
nuclear dilemma in the sub-continent and 
in effect, play into the hands of the pre- 
bomb lobby. 

So imprtrtant is the task of preventing a 
regional nuclear arms race that this author 
makes no apology for once again returning 
to the question of a nuclear weapons free 
/one in South Asia, and for arguing for a 
less hysterical and more balanced response 
to what the Pakistan government is currently 
doing. That Pakistan is at the least very close 
to having a nuclear bomb, regardless of 
whether it carries out a test explosion or not, 
will probably be accepted by everybody except 
Ravi Rikhye and perhaps Raja Ramanna. 
From here on, emotions seem to take over. 
Given the likely Indian reaction to a 
Pakistani test explosion, Islamabad would 
be foolish indeed to cairy out such a test. 
But were it do so it would merely establish 
that like India (in 1974) it has publicly 
demonstrated its nuclear weapons capability. 
It would not have stolen a march over India, 
it would not have overnight deployed a 
nuclear weapons system, nor even built up 
a secret though small arsenal of nuclear 
bombs in the way that the Indian govern¬ 
ment might well have done since 1974. Since 
such matters are not disclosed there is simply 
no way of knowing whether indeed India has 
such a small arsenal, but it is a safe bet to 


presume that it has accumulated enough 
weapons grade material to construct a 
minimum, of ten to fifteen bombs probably 
with the “last wires unconnected", thereby 
maintaining its formal status as a nuclear 
threshold power but not a nuclear weapons 
power. 

Thus a Pakistani nuclear test would merely 
establish an “official” parity in that both 
countries would have publicly demonstrated 
their nuclear weapons capability. Such a 
state of parity, of course, would not be ac¬ 
ceptable to the Indian government. Even if 
it was, pressure on it would be so great that 
the government would very likely go in openly 
for a programme of setting up a small 
weapons system involving warhead produc¬ 
tion, delivery vehicles, deployment, control 
and communications network, etc,—the 
opening salvo in a regional nuclear arms 
race. Why would India not accept parity? 
After all, given that India had flexed its 
nuclear muscle in 1974 it takes little imagina¬ 
tion to perceive that this would impose 
tremendous pressure on any government in 
Islamabad, democratic or non-democraiic, 
to develop similar musculature as rapidly as 
possible. 

But if the Pakistani desire to have a ‘mat¬ 
ching' bomb is understandable it is certainly 
not excusable. For one thing the Pakistani 
decision to go in for a bomb predates the 
Pokhran explosion though the Indian test 
certainly stimulated greatly Pakistani efforts 
in that direction. For another, the Pakistani 
ambition to establish a nuclear parity of 
sorts is shonsighted and not in its own long¬ 
term interests. It would have been far better 
if Islamabad had unilaterally committed 
itself not to making a bomb regardless of 
India. Such a stand would have had a 
tremendously positive impact in defusing 
tensions in the sub-continent and would have 
made it very much more difficult for the 
bomb lobby in India to extend its influence. 
Unfortunately, if such a unilateralist stand 
in Pakistan was very uii ikely to enjoy 
popular support, it was even less likely to 
be acceptable to any government in 
Islamabad. The Pakistani search tor a bomb 
is yet another example of the inability of 
ruling elites to break out of the real politik 
approach to foreign policy and to pursue 
truly imaginative and ultimately more effec¬ 
tive approaches to achieving greater national 
and regional security. 

Such a Pakistani drive for ‘official’ parity 
would, however, be unacceptable to many 
because they see India as the ’responsible' 
pdwer, the ‘good’ nuclear power as distinct 
from the ‘irresponsible* or ’bad’ nuclear 
regime in Islamabad. It's a standard varia¬ 
tion on a theme song elsewhere self-orches¬ 
trated by nuclear powers such as the US and 


USSR. That such favourable self-perceptions 
(and unfavourable perceptions of the nuclear 
adversary) are the s/ne qua non for pro¬ 
moting a nuclear arms race, unfortunately, 
seems to e.scape the notice of far too many. 
Of course, this is not the only reason given. 
There are even arguments for why India and 
Pakistan should both go nuclear in order to 
promote greater regional and global stability! 
But esen if Pakistan docs not go in for a test 
explosion (and it docs not need to do so in 
order to be sure of the efficacy of its bomb), 
this may still not be enough to present the 
‘scales from being tipped’ in this country and 
the pro-bomb lobby finally getting its way. 

Pakistan Proposals to de-nuci parish 

Certainly, two of the most prominent 
members of the Institute for Defence Studies 
and Analysis (IDSA). K Subrahmanyan and 
C Raja Mohan have been doing their best 
to intellectually scupper any idea of regional 
nuclear arrangements like the NWFZ bet¬ 
ween India and Pakistan. Central to their 
arguments ha.s been the assumption that the 
Pakistan government is perfidious and un¬ 
trustworthy. Since serious proposals to de¬ 
nuclearise the sub-continent have all come 
from the Pakistan side of the border, the 
Indian government and the pro-bomb lobby 
have been somewhat embarrassed by their 
inability to respond in kind. The NWFZ pro¬ 
posal by Pakistan was the best of five possi¬ 
ble proposals, the others being (i) joint 
signing of the NPT, (li) mutual inspection 
of each other's nuclear facilities, (lii) joint 
submission of all facilities to international 
.safeguard, and (iv) formal mutual icnuncia- 
lion of nuclear weapons. 

The simple reason why Pakistan has made 
these proposals and why India tefuses to 
entertain them is that Pakistan is prepared 
to consider foreclosing the option of nuclear 
weapons if India is also prepared to do so. 
But India is not, partly for reasons which 
have nothing to do with Pakistan. Pakistan’s 
willingness to renounce nuclear weapons has 
nothing to do with its htiving a greater com¬ 
mitment to peace than this country. It is 
simply a straightforward rctlcction of its 
perceived self-interest. Even as it feels bound 
to ‘match’ the Indian ‘threat’, including the 
nuclear one, it prefers to try and match India 
at the non-nuclear Ic el because it takes no 
genius to realise that a nuclear arms race will 
impose a disproportionately much heavier 
burden of all kind.s on Pakistan than on this 
country. 

The bomb lobby in this country then is 
in something of a minor dilemma. How is 
it to counter the Pakistani proposals (in 
particular the NWFZ) which have given 
Islamabad a definite propaganda advantage, 
without seeming to be more of a nuclear 
warmonger than the Paki.siaiiis? 

TWo approaches have been tried. One is 
to say the Pakistanis are insincere in their 
proposals, that they arc indeed bluffing. This 
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is what Rgji Mohan for oainplc; says in his 
artideof December 12,198$ in The Hindu. 
But obviously if one thinks General Zia is 
bluffing, then why is not his bluff called? 
Exposing Pakistani insincerity would sure¬ 
ly rebound to India’s credit, at least 
propaganda-wise. If on the other hand, Zia 
means what he proposes then surely the pro¬ 
spects of de-nuclearisation of the sub¬ 
continent are very much worth exploring. 
However, since the Indian government or at 
least many influential people in and around 
it want the country to maintain its nuclear 
option open, they cannot dare to call Zia’s 
supposed bluff! They can only pretend that 
they are prepared to call it in order to score 
propaganda points in the eyes of the unwary. 
Raja Mohan's article cited above is a classic 
example of this approach. 

1b quote, “On the nuclear question 
General Zia’s bluff on the nuclear free zone 
for South Asia should be called. If Pakistan 
is serious about a nuclear free zone, it should 
be called upon publicly to cease immediately 
the hosting of nuclear warfighting infra¬ 
structural facilities like those at Peshawar, 
end transit facilities for nuclear weapon 
carrying aircraft like the P-3 Orion and stop 
servicing nuclear-armcd ships like US aircraft 
carriers either directly at Karachi or through 
offshore .servicing which it does now. These 
demands would have faiily wide public sup¬ 
port within Pakistan and General Zia’s 
sincerity on nuclear free zone could be put 
to a direct test!' 

Clearly, this passage shows a lack of even 
elementary understanding of the English 
language. In what way is General Zia’s sup¬ 
posed bluff being called? To call someone's 
bluff is to commit yourself in someway e g, 
accede to what the adversary is demanding 
or to dare to do what the advcrsaiy is defy¬ 
ing you to do, in the belief that by so doing 
the adsersary will be exposed because his 
threat or promise is empty, or because he will 
back down from and retract whatever he is 
himself proposing. Raja Mohan’s passage 
where he elucidates what he means when he 
says Zia’s bluff ‘should be called’ is ex¬ 
tremely careful not to ask or demand of the 
Indian government that it commit itself in 
any way to what Zia is proposing, i e, the 
NWFZ proposal. What is supposed to be 
calling Zia’s bluff amounts to a totally one¬ 
sided and unilateral demand that Zia fulfil 
a number of conditions in order to prove 
Pakistan’s bona Tides without any reciprocal 
commitment regarding the NWFZ proposal 
whatsoever on India's part. Raja Mohan 
does not even want talks between the two 
sides on the NWFZ since this might generate 
“a momentum of their own with growing- 
global pressure on us to enter into a regional 
arrangement with Pakistan’’ iThe Hindu, 
December 18, 1985). And this is supposed 
to represent the calling ot Zia's bluff! 

I'hc most serious and honourable ap¬ 
proach if both .sides are sincere about preven¬ 
ting the nuclearisation of the sub-continent 
would be for both countries to sit down and 
discuss the Pakistani proposals and others 
that India may wish to propose, without set¬ 


ting preconditions that either country must 
first meet. 

This is not happening because the Indian 
government is not .showing itself to be as 
determined or as committed as Pakistan is 
to exploring ways of preventing nuclear 
weapons development in the region. At the 
risk of being branded a willing or unwilling 
stalking horse for Islamabad (a favourite 
technique of bomb lobbies everywhere in the 
world is to cast aspersions on the patriotic 
or nationalist credentials of theii critics), it 
has to be said clearly and loudly—the onus 
lies more on the Indian government to 
establish its bona Tides to prove that it is 
sincere about wanting to prevent a nuclear 
arm.s race between itself and Pakistan and 
fore, willing to consider practical proposals 
to this effect. 

‘INAOKQUATE VERIFICATION’ 

The other approach that is often used to 
douse cold water on such proposals as 
NWFZ is to make a big hue and cry about 
the inadequacies of verification procedures 
especially in a context where it is supposedly 
fatal to trust the Pakistani go-/crnment. So 
usually tagged on to the refrain of “inade- 
qauate verification” is another refrain—the 
need for ‘confidence building measures’ bet¬ 
ween the two countries. After all if you are 
going to reject all the Pakistani proposals 
for de-nuclerisation then you do have to 
make a show of being as responsible in 
nuclear matters, if not more so, than your 
adversary by putting forward proposals of 
your own which can somehow shift away as 
much as possible, the .spotlight from ques¬ 
tions of mutual nuclear disarmament, and 
yet seem a responsible and mature response 
to the adversary’s devilish cleverness. 
K Subrahmanyam also of the IDSA has 
been particularly active in formulating and 
promoting such an approach. Time and 
again he has lambasted the inadeaquacy of 
verification and control procedures to detect 
nuclear cheating, so what value then in the 
various Pakistani proposals which clearly 
assume .some degree and level of vcriTication 
of the nuclear facilities in both countries? 

The irony in Subrahmanyam's approach 
is that it replicates the American approach 
to arms control negotiations with the USSR. 
The US is always preoccupied with problems 
of verification because to it Soviet promises 
to disarm without the presence of assured 
and adequate verification and control 
measures would repre.sent empty gestures. To 
the USSR mutual agreements to disarm in 
principle arc more important and generally 
a precondition for discussion of procedures 
to assure mutual compliance. These dif¬ 
ferences in negotiating posture are intimately 
connected to the differences in the degree of 
seriousness that each superpower attaches 
to arms control and disarmament. It is no 
surprise that the US has, on balance, been 
much les committed and serious than the 
USSR about arms control and disarmament. 
For the US, the emphasis on verification is 
so great precisely because there is the premise 
of strong distrust of the USSR. For the 


USSR discussion and implementation of 
verification procedures should be based on 
the premise that nation-states sign treaties 
with every intention of living up to their 
obligations. 

In our context, if India and Pakistan were 
to enter into a regional arrangement e g, 
NWFZ, then the ‘adequacy’ of verifleation 
will he substantially determined by the will¬ 
ingness and desire of both parties to make, 
such an arrangement work. This should be 
obvious enough. Verification, however, ade¬ 
quate or effective can never be absolute. You 
can produce evidence to show non-com¬ 
pliance with an agreement you can never 
produce evidence to prove total compliance, 
or to put it another way, guarantee the 
absence of non-compliance. All treaties, of 
whatever kind, can be broken. But that can¬ 
not be an argument for not having them. 

This rai.ses rather important questions 
about the US approach to USSR (and the 
Subrahmanyam approach to Pakistan). How 
effectively can verification procedures 
.substitute for trust between two countries, 
and how effectively can it lead to the 
building of trust? That is to say, can 
confidence-building measures really build 
confidence? Where guilt is presumed then 
the chances of building trust through 
verification is low because so much of the 
evidence that requires ‘verification’ as to the 
adversary’s ‘intentions’ is unavoidably am¬ 
biguous and partial. Interpretation of such 
evidence cannot avoid being tainted by one’s 
overall attitudes regarding the integrity of 
the adversary. As any detailed study of US- 
Soviet behaviour over the last few decades 
will show, the role of confidence-building 
measures in building mutual confidence is 
minimal to the point of irrelevance. The 
building of mutual confidence through 
conTidencc-building measures requires above 
all a willingness to trust or a disposition to 
be reassured. Agreements like the NWFZ (or 
any other treaty or agreement) wtll endure 
if it is in the self-intere.st of both or all par¬ 
ties to the agreement to make it endure. 

It has been argued by this writer that it 
is precisely because I^kistan has a self- 
interest in maintaining a NWFZ that it has 
proposed it. And it is precisely because mem¬ 
bers of the bomb lobby e g, Subrahmanyam, 
do not see this as in the self-interest of India 
that they are opposed to it. Thus, it can be 
shown that all the oft-repeated objections 
about the ‘inadequacy of verification’ and 
the basic untrustworthiness of the Zia 
regime (hence the need for confldence- 
building measures) are really red herrings put 
forward to divert attention away from con¬ 
crete and feasible proposals like an NWFZ 
in South Asia. 

The point needs elaboration. If 
Subrahmanyam has been singled oat it is 
only because he is far and away the most 
articulate and best known representative of a 
particular and influential school of thought 
in this country oasuch matters. He is op¬ 
posed to an NWFZ in South Asia (and to 
ail other proposals involving rehunciation of 
nuclear weapons by India) for reasons that 
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have nothing to do with Pakistan e g, to 
combat the Chinese “nuclear threat”. The 
logic of his position is thus dear. It does not 
matter if verincaticm and contrd procedures 
could be developed which provide absolute 
guarantees against nuclear cheating by 
Pakistan (and India), he would still be op¬ 
posed to the establishment of an NWFZ (or 
other measures foreclosing the Indian 
nuclear option). So why go on about the 
inadequacy of verification procedures? It 
does not matter if Islamabad were suddenly 
to have the most democratic or the most 
trustworthy government in the world, with 
impeccable bona Tides, be would still oppose 
the idea of an NWFZ, etc. So why go on 
about the need to test Pakistan’s niiciear 
bona fides or why propose other ‘confidence¬ 
building measures’ in this context when 
India cannot, indeed must not, renounce its 
nuclear option no matter how well Pakistan 
behaves? 

Is it not more honest and straightforward 
to simply say as much? That India will not 
icnouncc its nuclear option no matter how 
well or how badly Pakistan behaves. But that 
insofar as it helps to sell the idea of the 
necessity of an Indian bomb by passing it 
off as a reaction to the perfidy of Pakistan 
and to the existence of its dangerous links 
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0ts US, China and Islamic connections) then 
we will most certainly take advantage of this 
intellectual and propaganda technique even 
though our criticisms and condemnation of 
Pakistani nuclear intentions and behaviour 
are in substantial part clearly .self-serving 
and hypocritical in character. 

It is no surprise, therefore, that the logical 
inconsistency and inherent hypocrisy of 
'such an approach should have pushed 
Subrahmanyan! over a period of time to¬ 
wards what is, at least, a more logical and 
consistent posture—to argue for both coun¬ 
tries going nuclear (albeit, privately) in the 
name of enhancing regional stability! Even 
so the temptation to implicitly or explicitly 
use the Pakistan bogey as a method of per¬ 
suasion has often been irresistible to him. 

This kind of ’nexibiliiy’ in presenting 
arguments (a ‘consistent’ advocacy of both 
countries going nuclear to one audience, a 
drumming up of the Pakistan bogey to 
another audience) deserves the severest con¬ 
demnation. Objections which cannot be 
sincerely held are nevertheless put forward 
because they might persuade the unwary. 
These cannot be sincerely held because even 
if these objections were overcome it would 
not make a whit of differcnicc to one’s stand. 


For Banks Only 
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THF. money market is one of the least 
developed markets in India. The main 
reasons for this state of affairs are the 
lukewarm attitudes and, to some extent, 
confused approach adopted by the central 
monetary authority so far to the creation of 
a money market. It is in this context that one 
should welcome the Reserve Bank’s decision 
to have the expert views of a high-powered 
committee consisting of senior bankers and 
a lone stock broker. Although the full report 
of the committee, which has come to be 
known as Vaghul Committee after its chair¬ 
man, is not yet available its main recom- 
mendationv have been made public. 

One’s immediate reaction to the recom¬ 
mendations is that they are refreshingly new. 
However, on a closer scrutiny it appears that 
the recommendations, even when fully im¬ 
plemented, are unlikely to make much 
materia! change in the direction of improv¬ 
ing the monetary and banking system of the 
country. The changes suggested are heavily 
biased in favour of changing the form rather 
than the basic content of the monetary 
system. 

The suggestions are concentrated basically 
around four major areas, viz, (a) call money 
market, (b) bills market, (c) short-term com¬ 
mercial paper market and (d) government 
treasury bills market. It is worth examining 
the recoipmendations of the committee in 
each of these areas. 


The call money market, as it has been 
allowed to operate by the Reserve Bank, is 
a good example of siunied growth. The only 
signifieant recommendation by the com- 
miiicc is to keep it as an exclusive preseve 
of the commercial banks without any ceiling 
on interest rates. Although UTl and 1.1C are 
allowed to stay temporarily in the market, 
their funds are subject to a ceiling interest 
rate of 10 per cent. In effect the money 
market of the committee is an intcr-bank 
market to help relieve temporary liquidity 
problems of some banks I'/s-o-vw lUhers. The 
free funds floating in the system outside the 
banks are not to be alUrwed to find their way 
into the call money market and hence there 
is no addition ol limds to the system. The 
only access that outside funds could have to 
the organised banking system is via deposits 
with banks which are highly uiiremunerative. 
Thus funds ouiMcle the banking system 
would continue to search for pastures in the 
unorganised money markets. 

For long the Reserve Bank has been 
making attempts to develop the bills market. 
But these attempts have yielded hardly any 
results. The cash credit system is well entren¬ 
ched and we have not been able to find con¬ 
vincing reasons why the bills system is 
superior to the cash credit system. The argu¬ 
ment that the bills system results in com¬ 
pulsory return-flow of funds to the banking 
system after the bills are retired docs not 
appear to be very convincing. Even in the 


cash credit system (CCS) funds flow back 
instantly as soon as the payments are 
received. In fact, the CCS offers all the scope 
for efTicient management of funds b^ the 
parties as all receipts are immediately 
credited to the account. 

Assuming for the moment that the bills 
system is more efficient than the CCS one 
fails to understand how the recommenda¬ 
tions of the committee make any significant 
advance in the direction of creating a bills 
market in the country. According to the com¬ 
mittee, the limits of the Credit Authorisa¬ 
tion Scheme (CAS) parties are to be curtailed 
gradually so that they are forced to resort 
to bills for their payables and receivables. It 
is pointed out that the bills system would en- 
.sure prompt payments, especially to sup¬ 
pliers belonging to (he small-scale sector. 
Government undertakings are also expected 
to pay bills of the small-scale sector promptly 
or agree to pay a penal interest rate. 

One is not at all sure that it would be 
possible to force public sector undertakings 
to accept the bills system and, in the event 
of default, pay a penal interest rate. Secondly, 
insofar as the private sector is concerned, 
limiting the bills to C.\S parties in phases 
and, perhaps, eventually to all private sector 
parties is not going to be an easy task. The 
banking system would need to possess 
significantly higher levels of courage and 
determination to shift fully to the bills 
system when today it cannot enforce even 
submission of periodic stock statements 
from large borrowers or undciiakc periodic 
stock assessment ol goods held under 
pledge. Handling ot bills running into a 
couple of hundred thousands regularly is not 
going to be an easy job. Convincing bankers 
at the grassroots level that the bills system 
is really superior to the cash credit system 
and that it is easy to upeiatc is certainly 
going to be a stupendous task. 

The committee’s suggestions for the 
development of a bills rediscounting market 
are difficult to understand. Why should the 
system be limited to parties that can provide 
proof of lias ing average liquid Kinds of Rs 5 
croic? Wliy should the Reserve Bank a.ssume 
the role of gate-keeper in this regard? Does 
the committee really feel that parties keen 
to enter the rediscount markets would not 
know the risks of redi.scounting bills without 
adequate liquid funds? Even il some partic* 
commit sucli a mistake docs it mean that 
these bills cannot be further rediscounted 
with other pariieipanis, including banks? 
1 :om the content of this recommendation 
It appears that the committee is not in favour 
of many non-banking parties entciing the 
bills rediscounting market. This is yet 
further proof for the inference that the com¬ 
mittee is in favour of keeping non-banking 
parties away from dealing in money market 
instruments. 

There is some merit in the committee’s 
recommendation regarding development of 
a short-term commercial paper market. The 
better credit rated companies arc expected 
to issue short-term commercial paper and 
thus get funds at a cheaper rate than now 
charged by the banks on CCS. Thus there 


397 



will be a reward for a better credit rating in 
terms of cheaper funds and inducement will 
be provided for corporate units to improve 
their ‘behaviour’ honouring financial 
commitments like repayment of loans, pay¬ 
ment of interest, etc, in time and to show 
better financial results. At least in the initial 
stages the scheme would cover only large 
borrowers (CAS parties). But the real snag 
is that the commercial paper would be ab¬ 
sorbed only by the organised banking and 
financial sector and the entry Of ‘borrowers' 
as well as ‘lenders’ would be controlled by 
the Reserve Bank. In e.ssencc, thu.s, the com¬ 
mercial paper market is likely to merely 
bring about changes in the ‘form’ of bor¬ 
rowing rather than its ‘content’. If the real 
objective is to reward good behaviour, even 
the present CAS arrangement is capable of 
incorporating such a reform. 

The committee has hardly made any 
useful suggestion in regard to the treasury 
bills market. The auctions conducted by the 
Reserve Hank so far have amply proved that 
the scheme is a total failure. Auctions have 
collected paltiy sums each time. It has not 
emerged as a useful instrument at all. The 
basic weaknesses relate to the maturity 
pet iod and the tale of discount. The Reserve 
Bank has not clarilied yet as to why it is in 
favour of such a long-dated (182 days) 
instrument when the ideal money market 
mstrmnent is normally expected to be of 91 
days. There is no reason why we should not 
have iiisiiumenis with maturities of one 
mouth, two months, three months, six 
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months and one year. In fact the discount 
rate could be kept lower on shorter-period 
bills. So long as the government gets funds 
at rates cheaper than through long-term 
bonds it is better to raise funds this way 
rather than go on adding to the Reserve 
Bank’s credit to the government and expand 
the base of money supply. There is no reason 
why the Reserve Bank cannot adopt a more 
flexible approach to development of the 
government bills market. 

The suggestion in favour of establishing 
a ‘Finance House’ (FH) is welcome. But why 
should the Reserve Bank not perform some 
of its functions until such an institution 
realty starts working? A number of activities 
assigned to the FH should also be permitted 
to be carried on by banks or other private 
sector rinancial companies if they really have 
a temporary surplus of fund.s. 

The sum total of the committee’s several 
recommendations is that it has not favoured 
the extension of money market operations 
in a way that would bring into the system 
at least a part of the funds that lie outside 
the organised banking system. There will 
thus be no addition of funds 'o the system. 
The major deficiency relates to further 
insulation of the organi.scd system from the 
unorganised one. It is for this reason that 
the committee’s recommendations appear to 
be basically in favour of bringing about 
changes in the modes of dealings between 
bankets and their clients rather than chang¬ 
ing the content of the overall monetary 
system. 


was 36,63S compared with that of 2A59i| for 
the Ei^ith Lok Sabha. Evten if one compares 
the notices received for the flfth session of 
the Seventh Lok Sabha with the flfth ses¬ 
sion of the Eighth Lok Sabha the difference 
is of over 10,000 notices. Again, comparing 
the flfth session of both Lok Sabhas, while 
the number of surred and unstarred ques¬ 
tions admitted in the Seventh Lok Sabha was 
1,133 and 10,470 respectively, the correspon¬ 
ding figures for the Eighth Lok Sabha were 
968 and 9,336. 

(3) Even the curiosity value of the Eighth 
Lok Sabha has declined. The highest 
number of visitors for a Seventh Lok Sabha 
session was 47,470 compared with the 
highest of 24,394 of the Eighth Lok Sabha; 
both flgutes pertain to the fifth session. 

(4) The Eighth Lok Sabha, in its legislative 
work, appears to be more businesslike. The 
number of bills pending at the end of each 
session is lower than that at the end of the 
sessions of the Seventh Lok Sabha. Reflec¬ 
ting perhaps the current government’s pen¬ 
chant for speed rather than quality, passing 
of bills introduced appears to have a higher 
weightage than drafting skills. Tnis increases 
the powers of the executive and the bureau¬ 
cracy because the rules framed under the acts 
acquire greater importance. 

Among the interesting trends in parlia¬ 
mentary practice are: 

(I) The total decline of parliamentary 
committees. Not a .single parliamentary 
committee was set up during these six years 
for examining in detail any issue before the 
Lok Sabha. Equally steady has been the 


Creeping Atrophy 

Nita Sanghvi 

UNDER the constitution, the Lok Sabha, (2) The importance of the question hour 
consisting of the elected representatives of has declined as seen in the notices of ques- 
the people, is the supreme authority to which tions as well as questions admitted. The 
the executive government—-the council of largest number of notices received during 
ministers—is responsible and accountable, any single session of the Seventh Lok Sabha 


decline of the joint or select committee for 
detailed consideration of bills. The Seventh 
Lok Sabha referred only two bills to joint 
committees and the Eighth Lok Sabha has 
referred only one bill to the joint committee— 
interestingly the Lok Pal Bill! 

(2) Private members’ bills do not stand a 
chance at all; rarely do they even come up 
for discussion. At the end of the Seventh Lok 
Sabha, 370 private members’ bills remained 


Technically, every action of the government 
can be scrutinised and questioned by the Lok 
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Sabha. But does it actually happen? How 
has the Ixik Sabha conducted its business 
and exerci.sed its prerogatives in recent years? 
Assuming that the most important aspects 
of its business are legislation and supervi¬ 
sion of the executive through the question 
hour and some of the motions, data have 
been compiled from February 1981 to May 
1986 (from the fifth session of the Seventh 
I.ok Sabha to the fifth session of the Eighth 
l.ok Sabha). 

The data show (Table 1) some interesting 
points of comparison and contrast between 
the Seventh and Eighth Lok Sabha. They 
also show .some interesting trends in Indian 
parliamentary practice. 

(I) The duration of sitting hours of Eighth 
Lok Sabha has declined. For example, the 
highest number of sitting hours for the 
budget session (which is the longest session) 
during the Seventh Lok Sabha was 380 hours 
30 minutes compared with the highest of the 
Eighth Lok Sabha of 359 hours and 18 
minutes. 


1981 _ 1982 1983 1984 1985 upto June 

1986 


Name of Committee 

No of 
Sittings 

(1) 

No of 
Report.s 
Submitted 
(2) 

(I) 

(2) 

(1) 

(2) 

(1) 

(2) 

(1) 

(2) 

(1) 

(2) 

Public undertakings 

108 

5 

76 

75 

71 

25 

28 

23 

18 

5 

32 

6 

Petitions 

IS 

3 

17 

5 

14 

4 

23 

8 

6 

2 

9 

1 

Private members 
bills and 
resolutions 

12 

5 

4 

18 

16 

16 

,9 

13 

5 

5 

9 

9 

Privileges 

2 

_ 

13 

2 

16 

4 

10 

3 

1 

— 

6 

— 

Govt assurances 

8 

4 

8 

2 

8 

2 

19 

5 

10 

3 

4 

2 

Subordinate legis¬ 
lation 

21 

5 

28 

5 

25 

10 

29 

7 

14 

2 

17 

4 

Estimates committee 

10 


23 

34 

90 

25 

29 

28 

8 

12 

16 

11 

Public accounts 
committee 

42 

16 

68 

90 

73 

32 

26 

57 

17 

15 

29 

24 

Jt/select committees 

(7) 

90 

4 

(7) 

114 

5 

(6) 

64 

12 

(4) 

SO 

7 

(3) 

17 


(4) 

11 

I 


Notes: Figure in bracket shows total no of Jt/sdect committees during the period; sittings and 
reports of all Jt/ select committees have been added up. 

Sourer. For both tables. Journal of Parliamentary InJormalion, Lok Sabha Secretariat, New Delhi. 
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pending; their number at the end of the fifth 
session of the Eighth Lok Sabha was US. 

(3) Presenting petitions to the Lok Sabha 
as a method of seeking redress of grievances 
has declined. Not more than one or two peti> 
lions are presented at each session and since 
the reports of the committee on petitions are 
not even discussed by the House, the oppor¬ 
tunity of bringing to bear the weight of 
public opinion on the highest authority to 
obtain redress of grievances is no longer a 
reality. 

The declining emphasis of the investi¬ 
gative and deliberative aspects of the 


iegisiative function has naturally been 
reflected in the operations of the commit¬ 
tees of Parliament CThble 2). Uitder the rules, 
no report of the committees is binding on 
the House; it is for the House to initiate any 
action on the report.s. Moreover, by conven¬ 
tion, reports of certain committees arc not 
even discussed by the House, e g, those 
of the Public Accounts Committee, the 
Estimates Committee, the Committee on 
Public Undertakings, the Committee on 
Subordinate Legislation, the Committee on 
Government Assurances and the Committee 
on Petitions. The reports which arc always 
discussed are those of the Select or Joint 


Committees on bills. In these last six years 
only six bills have been considered by com¬ 
mittees, namely. Criminal law Amendment 
Bill, Dowry Prohibition Act, Chit Funds 
Bill, Marriage Law Amendment Bill, Life 
Insurance Corporation Bill and Lok Pal Bill. 
It is generally believed that bills are refer¬ 
red to committees only with the intention of 
buying time or of shelving them. 

Perhaps it may not be wrong to conclude 
that as long as any party has an over¬ 
whelming majority in the House expecta¬ 
tions of ‘responsible government" are bound 
to remain unfulfilled. 
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16 
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15 
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NoUf. sc >« Select Committee; JC Joint Committee; N > Nil. 

1 One remained part discussed. 

2 Including oite pan discussed in lOth session. 

3 'IWo calling attention convened into discussion. 

4 One calling alientiun convened into discussion. 
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DKFENCI-: 


Bottomless Pit 

Gautam Navlakha 


THF. agreement signed between Oeneral 
Electric and Hindustan Aeronautics (HAL) 
on January 1‘) lor the licensed production 
in India ol LM WTPP marine gas turbine 
engines tor the Indian Navy is merely the 
latest in a series of agreements for enhan¬ 
cing the lethal power of the Indian armed 
forces. In Dcceniber last India became the 
lirst couruiy outside the Soviet bloc to 
recctse the latest Soviet fighter aircraft, 
MiCi In this instance the government of 
India has decided not lo go in for licensed 
production; instead, India will purchase 
altogether SOsiieh planes. Prior to this India 
bought two squadrons of combat helicopters 
which have shown their deadly efficacy 
against the Afghan nationalists. An exten¬ 
sive pmehase list has been prepared for the 
Indian Navy and this includes an aircraft 
carrier, destroyers, cruisers, patrol boats, 
aircrutt, helicopters, ammunition for them 
and, last but not the least, submarines. This, 
of coui.se. does not include the expansion of 
oxisiifig naval bases and construction of 
several new ones such as the Rs 1,800 crorc 
allocated tor the naval air ba.se at Karwar 
in the Andamans. It also does not include 
the cost of building the southern air com¬ 
mand at Madurai. In other words, the Indian 
aimed forces are in the midst of a substan¬ 
tial and comprehensive updating of their 
arsenal and expansion of their lethal reach, 
something unprecedented during 'peace 
lime’. 

The official analysis of the government 
meant for consumption within the country 
is provided in the annual report of the 
defence ministry. The report for 1985-86 
sums up the analysis in eleven paragraphs. 
Apaii from “our significant concerns— 
China and Pakistan”, dealt with in five 
paragraphs, an interesting and relatively a 
new line of thinking is provided. The report 
as.scrts that because of ‘‘.Soviet-American 
riva'rics . the cockpit of world tensions” 
remains the third world “for the ba.sic reason 
that the inherent economic, political and 
cthiio-sociologicai weaknesses of the coun¬ 
tries render them liable to external manipula¬ 
tion and subversion”. 'I he report points out 
that “organised subversion could be utilised 
by the external agencies and... adds both 
to the nature and ambit of India’s security 
problems” which is an oblique reference 
to the military’s greater involvement in 
domestic matters. It also points out that the 
“Iniii.in Ocean has become a couldron of 
tensions, reflecting the rivalries of the great 
powers. A heightened military presence of 
extra-regional powers in the Indian Ocean 


and a quantum increase in t,heir capacity to 
intervene in the Indian Ocean's littoral has 
occurred". The government claims that 
“India feels concerned with these develop¬ 
ments”. The report strikes an ominous note 
when it states that “it has not been suffi¬ 
ciently recognised that research into space- 
based weapons would have inevitable con¬ 
sequences for conventional conflict... They 
would increase manifold the capability to 
detect, acquire and track moving targets, 
apart from adding to the accuracy and 
lethality of convention weapons”. And it 
reminds us that "the counter-measures 
necessary would embrace strategic theory, 
tactical concepts, military organisations, 
training programmes and maintenance pro- 
ceduies to optimise the use of the sophisti¬ 
cated weapons of tomorrow”. In other 
words, US Strategic Defence Initiative (SDI) 
calls for a technological leap of a type 
different from the one caused ostensibly 
by the arms acquisition programme of 
IMkistan—the rvLwn d'etre for increa.sing the 
defence budget in the past. 

Yet for all the government’s protestations, 
it is from the big powers that India is pur¬ 
chasing not only arms but also technologies 
for licensed production of arms and other 
equipment. And all this, if one is to believe 
the government, to increase the country's 
defence preparedness vIs-a-vis precisely these 
big powers. Thus the country has bought its 
second aircraft carrier and all the equipment 
and material required for the carrier from 
Britain. It is scarcely possible that these 
weapons could ever be used against any of 
the western powers or for that matter anyone 
else when the carrier will remain dependent 
on Britain for spare-parts and components. 
What is more, if the government is really 
concerned about the step-up in big power 
presence then it remains to be explained as 
to why it played down the visit to Pakistan 
by the US Sw-enth Fleet. Why did it make 
only a perfunctory gesture of protest three 
days after the visit of the ships and that too 
after this had been disclosed by the Pakistani 
press. Indeed it has been disclosed that the 
government had been informed of the visit 
well in advance by the US administration. 
The government al£o concedes quite can¬ 
didly that the “arms flow” does cause 
"tensions” in bilateral relations with 
Pakistan. So the fact that the US is selling 
AWACS to Pakistan prompted the Soviet 
Union to offer its version of AWACS to 
India as a counter. Or ever better, the US 
may end up offering AWACS to India as well 
to show its neutrality. 


According to the US defence department, 
in a recent report submitted to the US 
congress, “substantial changes in US-India 
relations were made in the area of defence 
co-operation and sale of military and dual- 
use equipment and technology". This report 
goes on to stress that “the establishment 
of Mission Area Discussions between the 
defence establishments of the two countries 
with the goat of increasing defence co¬ 
operation and sale of military equipment 
and technology” has added another 
"milestone” to tndo-US relations. In just a 
single year. 1985, US sold $ 1.2 billion worth 
of “dual-use technology”. For a country that 
bought S 202 million worth of US military 
goods between 1950 and 1980 such a rise is 
remarkable. This is all the more so when the 
government laments the increase in regional 
tension due to the superpowers. For all the 
di.squiet expressed by the defence ministry’s 
annual report over SDI, it ought to be clear 
that only the US or the Soviet Union can 
be approached for counter-measures in the 
area of "lascre, acoustic and electro-optical 
sensors, electronics, infra red and other 
terminal systems” 

Past experience with the lardy progress in 
the domestic production of the main battle 
tank, for which modified Soviet T-52 tanks 
have been acquired, or the supposed indi¬ 
genous manufacture of a light combat 
aircraft for which an order has now been 
placed with the US for outright purchase of 
II GE 404 engines shows that the country’s 
defence production plans remain an ambi¬ 
tious, distant dream. And this raises another 
issue of significance. How many of the 
weapons being acquired are such that their 
actual use will be restricted, considering that 
the unit price is exorbitant? A Jaguar or a 
Mirage 2(XX) costs $ 50 million and above. 
Will not the acquisition of such weaponry, 
apart from the dependence on components, 
mean its non-use. Also a mere $ 10,(X)0 
worth of missiles can shoot this expensive 
gadgetry down? Again, will not the acquisi¬ 
tion of another aircraft carrier, ostensibly for 
defending the long coastline, be an expen¬ 
sive proposition considering that its vulner¬ 
ability requires several support ships and, 
therefore, a very high operating cost which 
has conservatively been estimated to be 
Rs 50 lakh per day (Indian Express, 
December 13, 1986). The dependence’ on 
Britain for all the equipment and therefore 
the components also jeopardise.s security. 

All this makes it necessary to pose some 
questions; How serious can the government 
really be about the big powers being the 
cause of tensions in the Indian Ocean and 
heightened possibilities of instability within 
India? And what are the real geo-political 
compulsions behind the government’s 
defentx plans and programmes? 
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Doctors on Strike 


THE junior doctors of government hospitals 
of ciUcutta under the leadership of the All 
Bengal Junior Doctors’ Federation (ABJDF) 
have been on strike since February 1, 1987 
(in reality from the afternoon of January 31. 
This is the second time that the junior 
doctors resorted to such a strike during the 
second left front regime—the last strike bad 
taken place in September-October 1983. 

During the last few months, the junior 
doctors all over the country have been 
agitating for their demands especially for 
increase of their emoluments. There were 
strikes of junior doctors in different states— 
in Uttar Pradesh, in Bihai, in Madhya 
Pradesh, in Jammu and Kashmir, in Delhi 
and other places. In Delhi where the strike 
took place in November last, ESMA was 
promulgated against the strike declaring it 
illegal. The strike continued only for three 
days when a settlement was reached whereby 
the emoluments of the junior doctors were 
raised to almost three times. As a result of 
this settlement, the junior doctors in Delhi 
would get Rs 2,200 to Rs 2,400 per month. 
This enormous increase in the emoluments 
of the junior doctors added a fillip to the 
movement of junior doctors in different 
parts of the country. 

The junior doctors in West Bengal have 
been agitating for their demands since mid- 
November last. They successively observed 
a token strike on January 22 and 27 last. In 
the meantime the West ^ngal government 
increased their emoluments by Rs SO per 
month At present, their emoluments vary 
between Rs SOO and Rs 700 per month. This 
increase did not satisfy the junior doctors. 
They continued their agitation. Though they 
accepted the increase, they accepted it under 
protest and they invented a novel way of pro¬ 
test, that is, they wanted to accept theii 
stipends by affixing left thumb impressions 
instead of signatures. The state government 
issued a circular ordering that junior doctors 
were not to be given their monthly emolu¬ 
ments if they used left thumb impres¬ 
sions. Though the superintendents of other 
medical college hospitals allowed the junior 
doctors to draw their stipends against the 
government directive, the superintendent of 
SSKM Hospital refused to allow the doctors 
to do so. This led to violent protests by the 
junior doctors who* in large numbers, 
entered her chamber. The superintendent 
locked herself in an adjacent room. In the 
meantime^ the deputy superintendent of 
police of south district arrived with a large 
contingent of police who lathi charged the 
junior doctors as a result of which about 
20 doctors were injured, some of them 
seriously: five of them-one of them a 
woman—were admitted in hospital; eight or 
ten doctors were arrested and later released 


on bail. In protest against lathi charges, a 
wildcat strike by junior doctors began in all 
government hospitals of Calcutta from 
January 31 afternoon. The state health ser¬ 
vice doctors also boycotted outdoor depart¬ 
ments o^ all hospitals on February 1. 
Gradually the strike spread to the whole of 
West Bengal. So, what was a minor issue, 
that is whether to give payment against left 
thumb impression or not, became a major 
issue because of the lathi charges by the 
police. 

It was alleged by the left front spokesman 
that junior doctors had assaulted the lady 
superintendent of SSKM Hospital, but this 
was denied by ABJDF which demanded en¬ 
quiry into the incident. Different reports 
indicated that the junior doctors might not 
have assaulted the superintendent but their 
behaviour towards her was unseemly. 

However, there were widespread protests 
from the medical profession and students 
against the lathi charge on the junior 
doctors. The Indian Medical Association 
(IMA) and students of different medical col¬ 
leges, and the Health Service Association 
(HSA) protested against the lathi charge. 
Even some prominent doctors who are 
known to be supporters of the left front 
joined the protest. It may be mentioned in 
this connection that the strike in 1983 also 
began after lathi charge on the doctors. It 
may also be mentioned that even during 
1974 when doctors resorted to cease work, 
thete was no lathi charge on the doctors 
though at that time West Bengal was under 
Congress ministry. It is most deplorable that 
the left front regime has resorted to’ lathi 
charges on the doctors twice. Chief minister 
Jyoti Basu has categorically rejected the 
demand for an enquiry about the incident. 
It is really strange that the left front govern¬ 
ment under the leadership of the CPl(M) has 
become a strong defender of police actions. 
While the CPI(M) and the cmi led by it 
extended support to junior doctors’ strike in 
Delhi, UP and Bihar and condemned repres¬ 
sions against the strike, in West Bengal, the 
left front government justiHcs police action 
and condemns ceasework by junior doctors. 

CHARTER OF DEMANDS 

In the meanwhile the strike continues 
and the work in hospitals stands largely 
disrupted. The state government has claimed 
that there is a gradual improvement in 
hospital services. The ABJDF has been con¬ 
tinuing its ceasework on a four-point charter 
of demands, namely, (1) proper remunera¬ 
tion to the junior doctors, (2) employment 
of all unemployed doctors, (3) improvement 
of hospital services with assurance of a pro¬ 
per supply of drugs and implements and 
(4) corruption-free admission tests. It is 
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also demanding resignation of the SSKM 
superintendent and suspension of the DC of 
south police. The IMA and HSA have 
extendi support to the junior doctors’ 
movnnent. ’The doctors of non-government 
hospitals also expressed their solidarity by 
resorting to a token ceasework. On the other 
hand, the Junior Doctors’ Council and 
Association of Health Service Doctors, a 
parallel organisation to HSA, formed at the 
initiative of the CPI(M) after 1983 strike, 
have assured all support to the government. 
A novel feature is that a considerable 
number of patients in different hospitals 
have extended support to the junior dortors' 
movement. It is clear from all indications 
that the overwhelming majority of junior 
doctors belongs to ABJDF; even doctors 
belonging to CPl(M) families have resorted 
to ceasework. The left front thus stands 
isolated from the majority of doctors. 

There is as yet no .sign of a settlement. On 
the contrary, there is chance of further 
disruption of hospital services. AIrcadv ad¬ 
mission in hospitals have considerably 
decreased. The HSA has submitted an 
ultimatum to the effect that if their demands 
are not fulfilled within a short lime they 
would resort to continuous ceasework. The 
ABJDF has threatened to intensify its agita¬ 
tion by withdrawing emergency work. 

'I'he state government seems to be more 
eager to break the strike than to settle it. 
Though Jyoti Basu repeats his phrase of 
characteri.sing junior doctors’ movement as 
a “wa; against patients” and expresses his 
apparent concern for them, the government’s 
actions prove that they are determined to 
prolong the ‘war’. 

The state government has not taken any 
initiative for starting a dialogue. The 
initiative for negotiation taken by IMA and 
principals of different medical colleges has 
so far,proved to be abortive. It has not 
responded to the open letter for negotiations 
written by ABJDF. The state government is 
making ad hoc appointments against the op¬ 
position of the ABJDF. It has brought 
doctors from mofussil health centres to 
Calcutta, thus depriving rural patients of the 
meagre health care that was received by pa¬ 
tients over there. On the other hand, the 
ABJDF is continuing its parallel outdoor 
which, it claims, is attended by thousands 
of patients; even senior doctors have joined 
these clinics .which the state government 
called illegal and threatened to close down. 
The all-India organisation of junior doctors 
has called a token ceasework on March 12 
all over the country and has decided to send 
a team of human rights organisation to 
investigate into the police lathi charge. The 
whole atmosphere is of further confronta¬ 
tion with the doctors. There have been 
several clashes between the junior doctors 
and supporters of the left front. 

It may be recalled in this connection that 
health portfolio which was held by RSF 
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during the first left front regime was taken 
over by the CPI(M) in the second left front 
regime and there is no doubt that health 
services and hospital conditions further 
deteriorated. The present health minister by 
his action and inaction has proved himself 
to be absolutely incompetent. The whole 
system has become a continuing ‘war’ 
against the patients—particularly against the 
poor patients. 

The state government contends that finan¬ 
cially it is not in a position to increase the 
emoluments of the junior doctors. Moreover, 
in West Bengal all the graduate doctors ate 
taken as interns and house staff; this 

PAKISTAN 


IN an earlier article, a bird’s eye view was 
presented on the National Question in 
i’aki.staii (LPW, October 28, 1986). Clearly, 
the picture drawn was a simple one, and the 
situation is somewhat mure complex. In that 
article, I hud emphasised the fact that the 
awareness and struggle for national rights 
was must advanced in the volatile province 
of Sind. Despite that emphasis, the debate 
and level of discussion with reference to Sind 
was just a short simple summary of the 
situation. In this particular article, I intend 
to go much further, beyond the analysis 
presented in the previous article, and try to 
discuss in depth the problems as they e.xist 
in Sind. This need for greater discussion is 
prompted by ihe greater crystallisation of 
facts and the results of certain events that 
have taken place in the province of Sind 
over the last few weeks (see ‘Ethnicity and 
Democracy in Pakistan’, EPW, December 27, 
1986). 

Probably the most interesting, intriguing 
and complex relationship and contradiction 
which exists in Sind is that between Karachi, 
the capital of Sind, and the rest of the pro¬ 
vince. This relationship is of prime impor- 
tancesto the tjuestion of nationalities in Sind 
and will determine the type and nature of 
the struggle for national rights in the coun¬ 
try. An attempt is thus made to discuss the 
nature of the forces in Karachi and those in 
the rest of Sind—also known as the ‘interior 
of Sind’, or just the ‘interior’—independently 
at first, and then I will try to establish the 
link between the two in an attempt to deter¬ 
mine the role they will play over the next few 
years. 

Although Karachi is the capital of Sind, 
it contains very few Sindhi speakers in its 
midst. The linguistic comoosition based on 
t^c last census of 1981 is as follows; 54.3 per 
cent of the households speak Urdu, 13.6 per 
cent speak Punjabi, 8.7 per cent Pushto (the 
language of the Pakhtuns from the North 
West Frontier Province) and only 6.3 per 
cent speak the language of Sind, Sindhi. 


pnviiege does not exist in other states. Even 
taking all these contentions to be true these 
can hardly be any reason for not opening 
a dialogue with the doctors especially when 
it is admitted by ail concerned that hospiul 
services cannot be run properly without the 
help of junior doctors. 

If the present situation is allowed to con¬ 
tinue, the patients’ sufferings are bound to 
increase. So, in the interests of the patients 
it is urgent and imperative that the state 
government should open a dialogue with ihc 
junior doctors’ and state health service 
doctors’ organisations in ordoi to arrive at 
a settlement. 


This ethnic/linginstic/nationalities distn 
button is the bone of contention between 
Karachi and the interior and has its roots 
in the development of the city Karachi since 
independence in 1947. After partition, most 
of the Unlu-speaking Muslims from UP and 
CP in India who migrated to Pakistan settled 
in the already cosmopolitan city of Karachi. 
Before partition, Karachi had a population 
of only 8 lakh which consisted mainly 
of Baliichi.s, Memons, Khojas and some 
(lUjarutis, After 1947, Karachi was made the 
capital of I’akistan and thus attracted not 
only the skilled and professional elite from 
India, but also petty traders and craftsmen. 
Due to Jinnah’s contacts in the Mu.slim 
business community in Bombay, he was able 
to convince a large section of this highly 
dynamic section to migrate to Pakistan, and 
Karachi was in a sense, their ‘natural’ 
destination. I'his post-partition migration 
accounts for the large proportion of Urdu 
speakers in Karachi today. 

The large nuinocr of Punjabis in Karachi 
were attracted to the city because it was the 
capital, and thus offered all the advantages 
accordingly. With the bureaucracy playing 
a major role in the earlier years in setting 
up business and industry, the Punjabi entre¬ 
preneurial community found it easier to set¬ 
tle in Karachi as it offered direct access to 
the bureaucracy. Thus a very great number 
of Chinioti businessmen moved to Karachi 
and are today one of the leading, if not the 
leading, ethnic groups In industry in the 
country. Apart from this upper class, smaller 
businessmen from the Punjab also moved 
to the capital as it was for a very long time 
the most dynamic and expanding city in the 
country and thus opportunities to make 
money were also abundant. Over the years, 
and in particular after the ‘Green R^olu- 
tion*, as agriculture came to be more mecha¬ 
nised and capital intensive in the Punjab, a 
very large section of those who worked on 
the land were ‘freed* to find work elsewhere 
Many stayed in the cities of the Punjab, but 


again, uue to tne pace of growth in Karachi, 
many moved to the big city. Today. Punjabi 
workers form a fairly large section of the 
.vorking class in services and industry in 
Karachi, but they are not a majority by any 
means. That honour is left to the Pushto- 
vpeaking Pakhtuns from the NWFP. 

The census figures quote a figure of 8.7 
per cent of Pushto-speakers in a population 
of 5.4 million in Karachi. Both the figures 
are wrong. Karachi is said to have a popula¬ 
tion of at least 8 million today. The census 
figures have failed to cover a large number 
of inhabitants of the city who have no per¬ 
manent abode. Of the 8 million, as many as 
40 per cent are known to live in slums and 
katchi abadis. What is most interesting 
about the Pakhtuns is that it is Karachi, and 
not Peshawar, the capital of the NWFP, 
which is the biggest Pakhtun city in I^kistan. 
There are known to be close to 3 million 
Pakhtuns in Karachi today, while Peshawar 
houses at best one million. Most of the 
Pakhtuns in Karachi have come in search of 
work on their own, without their families, 
and thus would not be covered by any 
census. 

The main inflow of the Pakhtuns to 
Karachi started after the take-over by Field- 
Marshal Mohammad Ayub Khan who as 
commandcr-m-chicf of the armed forces im¬ 
posed martial law in the country in 1958. For 
one thing, he was a Pakhtun from Hazara. 
And for another, his regime was committed 
to a development/growth strategy for the 
country. Funded and aided by US money 
and American technocrats, he launched his 
strategy of growth without redistribution. 
Keeping aside the various effects of this 
strategy, only one aspect of it needs to be 
considered for our present discussion. This 
strategy required labour—skilled, un.skilled, 
any type, but lots of labour. Most of the 
Urdu speaking community had by now set 
up their small businesses and shops and were 
not interested in joining the workforce in the 
upcoming industries. On the other hand, 
since there was no industrialisation in the 
NWFP and jobs were scarce, a very great 
section of the unemployed headed for 
Karachi where they were received with 
open arms and were given jobs almost im¬ 
mediately. The fact that the country was 
governed by a Pakhtun, Ayub Khan, also 
added to the security of the Pakhtuns 
and helped them migrate, as they sincerely 
believed that it was rAeIr government. Ibday, 
the Pakhtuns constitute the largest section 
of the working class, especially in construc¬ 
tion (i e, unskilled labourers). ’They work in 
factories, ate a ronjority in the transport 
industry in Karachi and work in low-paid 
services. Most of the Pakhtuns are thus part 
of the lower classes of society in Karachi. 
Some, however, have made a great deal of 
money in the drug and arms trade in the city. 
A growing number of Afghan refugees'him 
also moved to Karachi, but are not int^nued 
with the Pakhtuns although they speak the 
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same language and have similar cultural 
roots. Most Afghans have money which they 
have invested in shops and small businesses. 

Anomaly of Karachi 

Although Karachi is the capital of Sind, 
it is quite interesting to note that it hou.ses 
very few of the native, original Sindhi 
.speakers. The main reason for this apparent 
anomaly is that the feudal structure is still 
highly predominant in the agricultural sec¬ 
tor in the interior. With bonded labour, very 
few of the peasants have been able to break 
the ties with their landlord. Only very 
recently, as some mechanisation has taken 
place, has some labour been set free. But this 
proletarianisation process is very slow and 
as there is still some uncultivated land 
available in Sind, the displaced labour has 
preferred to settle on that land and main¬ 
tain its link with agriculture rather than 
move to the cities. Those who have moved 
out of agriculture have headed to the more 
familiar, i e, ‘Sindhi’, towns and cities of the 
interior. Again, due to the feudal structure, 
a middle class, or an industrial bourgeois 
class has not really grown and mainly small- 
scale petty traders have emerged from the 
decaying feudal structure. These petty 
traders have preferred to Settle in the cities 
of the interior. Over the last fifteen years or 
so. due to the increase in educational faci¬ 
lities, including professional colleges, a new 
educated section has emerged in Sind. This 
section is most active in politics, as is 
discussed below, and has also preferred to 
stay in the interior where jobs are easier to 
come by. One must add, however, that 
there is a very high rate of unemployment 
amongst the educated youth in the interior, 
but they still feel that thty are better-off at 
home than in a city like Karachi, where they 
feel alienated and where they are often 
treated with contempt. Thus amongst the 
Sindhis, those who have chosen to live 
in Karachi, are the larger landlords (the 
absentee landlords) and a few of the esta 
blished professionals, many of whom main 
tain their links with their native homes. 

With this ethnic composition, the pro¬ 
blems and contradictions within Karachi 
are not unlike the interior, Sindhi vs non- 
Sindhi, but they rather gravitate around the 
dynamics of the Mohajir (Urdu speaking) 
majority. 

Until recently, most of the Mohajirs in 
Karachi (and Hyderabad, the second largest 
city of Sind) tended to support the two pro¬ 
minent religo-political parties of the coun¬ 
try. One'of them, the Jamaat Islami (JI) is 
an extremely right wing religious party 
which has its roots not only in the Mohajir 
community, but also amongst some sections 
of the Punjabi middle class. It has supported 
the Zia dictatorship and was part of a so- 
called civilian-military government undei 
martial law. It was the only party to take 
active part in the 'party-less* elections of Zia 
in February 11X85. Hie other party which has 


received a lot of the Mohajir support is the 
Jamiatui Ulema-i-Pakisiaii (JUP). The JUP 
is a religious-cum-cnmmunal party as not 
only its leadership i.e Mohajir, but it also 
espouses policies w'lich show a definite 
Mohajir bias. As was mentioned in the 
earlier article on the national question 
{KP1V, October 28, 1986), the Mohajir com¬ 
munity has been one of the main spokesmen 
for the Pakistani-lslami ideology. Both the 
Jl and the JUP have also followed the same 
line and have thus cultivated support from 
the Mohajir community. However, the recent 
Mohajir upsurge/rebcllion has resulted in a 
shift in some of the alliances. For one thing, 
the Mohajirs, for factors discussed below, 
have felt a need to unite against the Pakhtuiis 
and Punjabis in Karachi. This anti-Punjabi 
position has meant that ihe JI has lost some 
of its ground amongst the Mohajirs as the 
Jl has been accused of drawing Punjabis 
into its leadership ranks. This annoyance on 
the part of the Mohajirs was witnessed 
during the 1984 lelcctions’ when the JI failed 
to win seats in its stronghold of Karachi as 
most of the Punjabi candidates of the Jl 
lost. The effect of the Punjabisation of the 
JI has been that some of JI's supporters have 
left the party and have joined the JUP. At 
the same time, many Mohajirs from the JL 
the JUP and other parties have been at¬ 
tracted to the newly formed Mohajir Qaumi 
Movement (MQM). 

Mohajirs’ Problf.ms 

The problems of the Urdu-speaking 
Mohajirs are many. For one, they have felt 
the effect of a decaying economy. Many have 
had to sell-off their small businesses and 
now have to look for work elsewhere. New 
entrants to the labour force have not been 
provided jobs as the unemployment rate has 
soared and jobs are scarce. This demand for 
jobs has caused a conflict situation to arise 
amongst the Mohajirs of Karachi and the 
Pakhtuns, who have most of the jobs as 
labourers, workers and transporters in the 
city. The results of the conflict are devasta¬ 
ting and frightening (see “Ethnicity and 
Democracy in Pakistan", EPW, December 
27, 1966). At a higher level in the class struc¬ 
ture, unlike the working class/lower class 
contradiction against the Pakhtuns, the con¬ 
tradictions between the Mohajirs is with the 
Punjabis. At the time of partition the 
bureaucracy was mainly Mohajir Urdu 
speaking. Ibday it is very predominantly 
Punjabi. The Mohajirs have thus been 
denied a sure and secure line of employment 
and from a position of dominance in 1947, 
they feel cheated in 1986. Not only are they 
denied opportunities in Islamabad, but even 
in the bureaucracy in Karachi, they have to 
compete for jobs against the ^njabis. 
Within this middle and lower middle class 
there is the growing problem of the educated 
unemployed. Since the economy has not 
grown in accordance with the increase in the 
labour force or with the increase in the out¬ 


put of the educated from the colleges, a large 
number are without jobs. At the top level 
of the class structure there is yet another 
contradiction between Ihe Mohajir and 
Punjabi business and professional clas.ses. 
In 1947, most of the leading businesses 
in Pakistan and Karachi were Mohajir- 
ovt lied—today they are Punjabi-owned. 
Even in Karachi, most of the businesses have 
been taken away from the Khoja/Memon/ 
Isrnaili/Gujarati community and are today 
in the hand.s of Chiniotis and other Punjabis 
in the city. Yet another factor which adds 
fuel to the anti-Punjabi fire amongst the 
Mohajirs is due to the army. The army is 85 
per cent of Punjabi origin and since 1977 has 
developed very lucrative business interests. 
Active army personnel serve on the board 
of directors of hundreds of small and large 
concerns as their presence makes dealing 
with the authorities, both civil and military, 
much easier. Since Ihe aimy plays a major 
role in all administrative affairs and with 
corruption now part of Pakistan culture, a 
great deal of money is made on the side. This 
economic and political power in the hands 
of the Punjabis has caused resentment 
amongst the Mohajirs of Karachi. 

This resentment has found expression in 
the voice of a newly found party, the 
Mohajir Qaumi Movement (MQM). In 
March last year, the Movement for the 
Restoration of Democracy (MRD) held a 
public meeting at Karachi. All the prominent 
leaders were present. The crowd diawn on 
MRD’s c.'’ll was about 40-50,000. In July a 
new parly which brought togethei the 
leading left parlies of the country was 
foimcd in the name of the Awami National 
Party, ANP. The Jalsa following this event 
was attended by about 20,000 of Karachi’s 
citizens. On August 8. this year, the MQM 
held its first Jalsa in Karachi and about 
70-80,000 people gathered to hear their 
speakers. On October 31, the MQM held a 
Jalsa in Pakistan’s second largest Mohajir 
city, Hyderabad, 200 km from Karachi, and 
drew at least 1.5 lakh people from Karachi, 
Hyderabad and some cities in the interior. 
It clearly has the growing support of the 
Mohajirs in Sind. 

The MQM is led by a very young team of 
Mohajirs. Their leader, Altaf Hussain, is 
only 33 years old. The party was formed in 
Match 1984 in Karachi. According to its pro¬ 
gramme, the MQM believes that there are 
five nationalities living in Pakistan and that 
the Mohajirs are one of those nationalities. 
It argues that accordingly Mohajirs should 
be given a 20 per cent share at the federal 
centre. In Sind, Mohajirs should be given ad¬ 
mission to schools, colleges, jobs and a share 
in the power structure according to the pro¬ 
portion of Mohajirs in the province. (The 
MQM believes that this .share is between SO 
and 60 per cent, when the actual proportion 
is only 23 per cent. Outside the cities of 
Karachi and Hyderabad this share falls to 
4 per cent, all of which, without exception. 
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i$ urban.) The MQM demands that if the 
governor of the province appointed is a 
Sindhi, then the chief minister should be a 
Mohajir and vice versa; if the inspector 
general of police is Sindhi, the home 
secretary should be a Mohajir. The MQM 
saysthat it is not interested in taking power 
in the administration, but is only interested 
in achieving and guaranteeing constitutional 
rights to the Mohajirs. 1 he MQM is against 
the rural quota system for jobs and admis¬ 
sion to educational institutions in Sind, as 
that favours the Sindhis and goes against the 
interests of the urban dwellers (in many cases 
Mohajirs). The MQM wants a quota system 
on Mohajir-Sindhi basis and not as at 
present. It feels that a great bias again.st 
Mohajirs exists in the country and the 
Punjabi elite is responsible for this. The 
Mohajirs feci di.scriminated against at all 
levels and even have grievances that Mohajir 
sportsmen are not selected for the national 
teams. The MQM believes that the Shia- 
Sunni riots are caused by the government so 
as to divide the Mohajir community in the 
country. The definition of Mohajir for the 
MQM includes not only the Urdu-speakers 
who migrated from India in 1947 but also 
the Menions, Oujaratis, Kathiawaris and 
Biharis who migrated from east Pakistan in 
1971. 

The rise of the MQM has been quite 
phenomenal. No one had heard of any of 
the leaders even after the party had been 
officially formed. Altaf Hussain had spent 
some months in the US and a few months 
before the formation of his party had 
returned to Karachi. Surprisingly, he was 
given a fairly large reception and the Karachi 
Urdu press gave him more than a fair share 
of coverage. After the Karachi Jalsa and the 
Pakhtun-Mohajir clashes his party has 
become well known all over Pakistan and, 
at least in the Urdu-speaking areas of Sind, 
has drawn a great deal of support. 

The reaction of the older parties in 
Karachi is quite interesting. The Jamaat 
Islami is totally against the MQM and ha.' 
been making statements against the MQM 
on a regular basis. The reasons for this are 
quite understandable given the fact that a 
fair section of the MQM is originally from 
the Jamaat. The People’s Party, which nevei 
hud any significant support among the 
Mohajirs of Karachi, has not made any 
statements either way about the MQM, 
although it surely realises that it is a force 
to be reckoned with in Karachi. The left par¬ 
ties arc naturally against the MQM as they 
are against all narrow nationalist parties, as 
the left believes that these parties are created 
by imperialist interests in order to break the 
unity of the masses. At times they go fur¬ 
ther and accuse these parties of creating 
ethnic disturbances in order to capitalise on 
the emotions of the communities. One per¬ 
son who has openly welcomed the creation 
and rise of the Mohajir Qaiimi Movement 
is Cl M Syed, the veteran Sindhi nationalist. 
If the MQM stands the test of time and 
matuics into a long-lasting stable Mohajir 
I’arty. the relationship between it and the 
Jiyc Sind Mahaa/ of G M Syed will play a 


major role in the politics of Pakistan. Before 
we look at this potemial relationship bet¬ 
ween Karachi and the interior, it Ls nece.ssary 
to look at the forces active in Sirid. 

If a referendum were held in Sind and the 
people were asked whether they would (i) be 
willing to stay with Pakistan (ii) join India 
or (iii) become independent, there is little 
doubt that a very grea* majority of those 
whose mother tongue is Sindhi would take 
the third option. Of course, the question as 
it is phrased ignores whether the Sindhis 
would be willing to stay in Pakistan in a dif¬ 
ferent system than the present one, but there 
is no doubt that there exists a very great feel¬ 
ing of 'national' exploitation and ‘national’ 
suffering in Sind. The resentment is directed 
against Punjab, the Punjabi ruling class, the 
Punjabi settlers in rural Sind, against the 
Punjabi small and large businessmen in the 
interior, against the central government 
(which the Sindhis consider to be Punjabi) 
and, to a small extent, against the Mohajir 
middle and upper class. And, of course, 
against the Punjabi army. 

it is quite intere.sting to note that in Sind, 
the mother tongue of only 57 per cent of the 
entire population is Sindhi. Urdu is spoken 
by 22 per cent, and Punjabi by nearly S pet 
cent. Amongst the rural inhabitaius of Sind, 
78 per cent speak Sindhi, while in the uiban 
settlements of the province only an (alarm¬ 
ing) 18 per cent speaks Sindhi. In the urban 
areas of Sind, Urdu is spoken by 511 per cent 
of the population. 

KEAR OF Being ‘Rrn Indi.aniseo’ 

The Sindhis believe that they arc being 
‘Red indianised’ in Sind and are being 
pushed into ‘reserves’ as they are slowly 
becoming, a minority in their own home. 
This apprehension, and the real and per¬ 
ceived conflict and contradiction with the 
Punjab has resulted in the upsurge of this 
national fervour. These feelings have been 
given their expression in the form of a 
number of political parties many of whom 
are regional in character. In Sind, the most 
vociferous and possibly the most important 
nationalist is G M Sy^ and his Jiye Sind 
Mahaa?. 

The Jiye Sind Mahaaz gathers its strength 
from a section of the feudal class in Sind, 
but has its main support amongst the Sindhi 
students in the schools, colleges and univer¬ 
sities in the interior. The role G M Syed 
has played in raising the voice of Sindhi 
nationalism since its earliest days has also 
earned him the respect of most of the rest 
of the people of Sind. 

He is a right-wing nationalist and believes 
that Sind should become independent as he 
believes that by remaining within Pakistan 
Sind will not be given its due rights. He does 
not believe in democracy in Pakistan as he 
thinks that this democracy is mainly for the 
56 per cent Punjabis in the country and will 
go against the interests of Sind. He believes 
that the Pakistan army is an institution 
which should be supported as it is not a 
representative of the exploiting class and it 
can come to the help of the smaller provinces 
in the country. (One fails to understand how 


such a learned man sees things in this way.) 
And he and Jiye Sind Mahaaz believe that 
Sindhi nationalists should not get involved 
in class questions as that would lead than 
astray. By becoming involved in such issues, 
he believes that Sindhis would start fighting 
amongst themselves and that would hurt the 
cause of Sind. Syed believes that these issues 
can be discussed later once Sind is liberated. 
One of the four component parties of the 
newly-formed Awami National Party has its 
roots mainly in Sind. The Awami Ibhrik as 
it was called, had at its heim the charismatic 
literary marxist Rasul Baksh Palijo. Palijo, 
who c^s himself a revolutionary democrat- 
others call him a Maoist—has a large 
and growing following amongst the petty 
bourgeois sections of Sind. He also has some 
following amongst the Kulak class in two 
districts of Sind. Due to his literary prowess 
he has als.o gained considerable respect 
amongst the educated sections of Sindhi 
society. His party raised the issues of both 
class and of national rights when it worked 
independently under the label of Awami 
Tehrik. Now, after joining three other par¬ 
ties in forming the ANP, the cadre of the 
Awami Tehrik has been frying to follow the 
line of the more liberal ANP. Palijo also has 
a respected following amongst intellectuals 
in Karachi and in the Punjab and a sort of 
mystique has gathered around his name and 
image. An English daily, the Muslim, had 
played a major role in making the Awami 
Tehrik and Palijo a household name during 
the 1983 MRD movement as the press 
seemed to report (incorrectly) that the main 
political party involved in the movement in 
Sind was the Awami Tehrik. There is no 
doubt that this party did play a role, but it 
has been somewhat exaggerated. 

The People’s Party of course, has a lot of 
following in Sind. Zulfiqar Aii Bhutto was 
a Sindhi and gave the Sindhi masses a sense 
of identity. The programme of the party, led 
by Benazir today, is almost of no real 
significance and the support the party 
musters is mainly due to the loyalty and the 
charisma generated by the name of Bhutto 
and his daughter. Despite the fact that a 
number of the prominent feudal families of 
Sind support the People's Party, and they 
play a significant role in the affairs of the 
party (most are party office-holders), the 
party has mass support. If free and fair elec¬ 
tions were held in the country today, there 
is little doubt that the People's Party will win 
hands down and in the provinces of the 
Punjab and Sind would tal« close to 90 and 
80 per cent of the vote, respectively. A right 
wing (feudal) section of the People’s Party 
has split with Benazir and the party and has 
formed a new party called the National 
People's Party. Ilie largest feudsd landlords 
of Sind are the office-holders of this party 
and their support is quite limited. Most 
people believe that the NPP is a party which 
has been created by the ruling class, and 
that one day in the near future, it will tw 
called upon to replace the pie.sent Junej^ 
government. The chairman of the NPP 
Ghulam Mustafa Jatoi, a landlord who owhs 
thousands and thousands of acres and who 
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was until recently the president ot the Sind 
blanch of the Prople's Party. 

Another party which has been formed by 
members of the feudal class has drawn its 
cadre from both G M Syed’s Jiye Sind 
Mahaa/ and Benazir's People’s Parly. This 
party, the Sind Baluch Pakhtun Front (the 
Front, tor short) has in its leadership two 
proiiitiient members of Z A Bhutto’s govern¬ 
ment during the 70s and one ex-chief 
minister tiom Baluchistan. The Front speaks 
of national rights for all the three smaller 
provinces and, quoting the 1940 Lahore 
Resolution on Pakistan, believes that 
Pakistan was destined to be a confederation 
and not a federation. Like other narrow 
nationalists in Sind, it too takes a hard anti- 
Punjab position. The Front was formed in 
Uindon less than two years ago and has sup¬ 
port which has been growing quite dramati 
cally. Although the Front is a right-win{ 
extremist nationalist organisation which ig 
nores the class question, it has the support 
not only of a section of the Sindhi feudal 
class but also has some support amongst 
smaller landlords and has made inroads into 
the middle class business and student com¬ 
munities as well. Although their strength is 
growing, they arc faced with a rather embar¬ 
rassing problem: most people are aware that 
when (lie present leaders ol the Front were 
in office under the banner of the I*eople’s 
Parly, thej' proved themselves to be quite im- 
competeni and ineifcctive. Most people ask 
them why they have become champions ol 
Sindhi rights only after they have been 
ousted from ixrwer and why they did noi do 
anything while they were in office. 

Thus both the Front and G M Syed repre¬ 
sent the anti-Punjab right-wing nationalist 
section in Sind. I^lijo, along with the ANP, 
Jam Saqi of the Communist Party, Arbab 
Kavar of the Watan Dost Inquilabi Party 
stand for nationalist rights for Sind and ad¬ 
dress the class question in varying degrees. 
Benazir’s People’s Party, the only mass 
Pakistani Party, does not go in detail into 
cither the national or class questions. She 
is committed to bourgeois democracy and 
to some level of provincial autonomy (also 
see ‘The National Question in Pakistan’, 
EPW, October 25, 1986 and ‘Illusions 
about Benazir and People’s Party’, EPW, 
November 1-8, 1986). 

THF FUIliRl; 

xil the nationalists of both left and right 
have taken up anti-Punjabi positions, but 
have not reacted sharply against the Mohajir 
community. One reason for this could be 
that since the Mohajirs have their main hold 
in Karachi and Hyderabad and the majority 
of the Sindhi speaking population lives out¬ 
side these cities, no real contradictions exists 
at the p.'esent level of the. development of 
productive resources and society, in other 
words, due to feudalism, most Sindhis 


have not been able to assume the role the 
Mohajirs perform and thus clashes have not 
taken place. Of course, as greater mechanisa¬ 
tion and capitalisation takes place in the 
interior and as the relations of production 
change, contradictions will arise. Given this 
scenario, the most irnpivrtam question which 
needs to be answered is, what is going to 
happen in Sind over the next few years? 

There are a number of pos.sibiliiies. 
Firstly, if Zia and Jiincjo slay in (lower for 
an extended period ot nine, the nationalist 
feelings in Sind will sharpen and more and 
more seetions of society will join the strug¬ 
gle for either autonomy or for liberation. 
(G M Syed has quite openly said that /la 
has done a great set vice to the Sindhi 
nationalist cause by imposing martial law 
as this has greatly added fuel to the anti- 
Piinjabi feelings in the province.) If, however, 
the ruling class (and imperialism) feels that 
Pakistan will break up if the present regime 
stays in power much longci and that it is in 
its imea'st to maintain the unity of Pakistan, 
it will find someone to replace the present 
government. The most likely first choice is 
the president of the NPP, Jatoi, who is a well 
known politician all over the country. If even 
he cannot keep things under control, the next 
option IS the People’s Party and Benazir. It 
Benazir comes to power, she will certainly 
defuse the nationalist fire in Sind. Her 
bourgeois democtatic programme with 
increased rights for the smaller provinces will 
delay the nationalists’ struggle, but although 
Sind may begin to get a larger share of the 
cake, both Baluchistan (as it did from 
1974-77) and NWFP will clamour for their 
rights. A bourgeois democratic programm- 
will delay the national rights issue for a few 
years, while a national democratic pro¬ 
gramme (the programme of the Awami 
National ^rty and of the Pakistan National 
Party) will be able to solve the problems of 
the smallcr nationaluies to a much greater 
extent. Unfortunately, however, unlike the 
bourgeois democratic programme which has 
as its representative Benazir Bhutto and her 
People’s Party, the national democratic 
revolution docs not have a leadership or a 
party acceptable to the majority of the 
Pakistanis, i e, to the Punjabis. Unless there 
is a left progri'ssivc majority in the Punjab 
which can deal with both the national and 
class questions, the Indus will turn red as 
the struggles for national lilseraiion incicasc. 

If the right in Sind gains in power and 
strength and decides to launch a prolonged 
serious (armed?) liberation struggle, again 
there will be bloodshed. G M Syed is the 
only Sindhi who has openly welcomed the 
Mohajir Qaumi Movement to the political 
arena in Pakistan. Not only that, but 
recently, both MQM and Jiye Sind have held 
joint public gatherings in the interior of 
Sind. These are dangerous signs as these two 
parties will not only attack Punjab and 


March 7. 1987 


Punjabis, but will also eliminate all pro¬ 
gressive Sindhis and Mohajirs too. as hap¬ 
pened during the struggle for liberation in 
Bangladesh where left leaning Bengalis were 
killed indiscriminately by the right-wing 
nationalists. 

As far as the left is concerned, there is a 
major problem. It is committed to either a 
national or people’s democratic revolution 
at the Pakistan level, i e, including Punjab. 
This means that their work in Sind must be 
pan of a larger programme for the whole 
country. Given the class structure in the 
Punjab, the resulting political preference and 
the work of the left in the Punjab does not 
show any signs which reveal that it will 
achieve its target in the near future. If on 
the other hand, the left panics in Sind decide 
to accept a programme of piece-meal libera¬ 
tion things can be different. In Sind, in that 
case, we would see a national liberation 
movement in the Leninesque sense, libera¬ 
tion with a socialist oriented programme. 
The other small provim-cs will also follow 
suit according to their own situations. 

The liberation strategies of both the left 
and the right presented above ignore the 
most important question, i e, the role of the 
Punjabi armed forces. Sind is not cast 
Pakistan, 1,000 miles away from the Punjab, 
hut borders the Punjab. When peaceful 
movements arc suppressed ruthlessly, any 
semblance of an armed struggle would be 
put down with an even heavier hand. Thus 
a struggle of this sort will have a very very 
high price in terms of human lives. NokBcss 
to say, both the left and the right will also 
need additional foreign help. India could 
play a prominent role in all this, as could 
Afghanistan in the NWFP. Thus there are 
many possibilities open but given a chang¬ 
ing geo-political situation it is difficult to 
predict precisely what will happen. 

Given the complex situation in Sind, no 
attempt is being made to offer .solutions to 
the various problems, but 1 only hope that 
1 have raised the most crucial and significant 
problems as they exist today. Through these 
issues one hopes that more discussions will 
follow and the left in particular will tiy to 
understand the issues and will then try to 
find the best possible solution .accordingly. 
A peaceful settlement to the n.ational ques¬ 
tion in Sind lies in the Punjab and the left 
must try to improve and increase its work 
in the majority piovince if it wants to keep 
Pakistan united. If due to historical and 
tactical reasons it feels that a piece-meal 
strategy is the only solution to ensure a 
democratic and socialist-oriented future to 
the various peoples of the four provinces of 
Pakistan, it must determine its tactics accor¬ 
dingly. The tasks of the left in dealing with 
the national question are probably the most 
difficult, but at the same time they are al.so 
probably the most urgent. 
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PERSPECTIVES 


Towards a Marxist Understanding of 
Secularism 

Some Preliminary Speculations 

S Khan 


IN recent week', fheic has been an impor¬ 
tant debate in the Times »j India on the 
place of secularism in Indian life, the nature 
of FiinduiMn, comniuiialism and soon. The 
main pariicipuiits in if have been Gautam 
Adhikan and Ciirilal Jain, editor of The 
Tima oj India. Adhikari’s view can be 
described as that of the modern bourgeois 
liberal who has a particularly strong com¬ 
mitment to promoting lational/scientific 
modes of thinking and behuvioui. In short, 
his is uhat is oltcn taken as the standard 
secularist viewpoint and one which Marx¬ 
ists for the most part endorse. In fact one 
ol the problems for Marxists is that their 
view of scsrularism has rarely been ade¬ 
quately distiiiguislicci from that of the ‘pro¬ 
gressive’ bourgeois liberal. 

Jain’s position is harder to define or 
categorise. It would be unfair and wrong to 
cull him a Hindu nationalist in the generally 
accepted sense of the term, especially when 
he hits taken pains to explicitly reject the idea 
of an KSS type Hindu Rashira. and to 
dismiss any idea ihai Hindus in India have 
been subordinated oi subdued by the other 
religious minorities. In fact the essential 
thrust of this argument is that, for the la.st 
150 ycais if not more, Hindus have been 
more and more asserting themselves. It is 
inconceivable that they could ever be 
domi.nated by minorities especially after par¬ 
tition. The attempts by religious minorities 
to establish a collective self-identity for 
themselves is a defensive response to the 
pressures imposed by both modernisation 
and growing Hindu ascendancy. At the same 
time, Hinduism being what it is, the minori¬ 
ties need not in the main fear that this 
natural and inevitable post-iiidcpcndenci 
ascendancy will result in gcnetali.scd religiou 
intolerance against them. I'hus Hindu com- 
munalism, even allowing for peripheral aber¬ 
rations and intcr-religious riots, is really a 
non-issue. It just cannot he. Minority com- 
miinahsm because it is that of a minority 
is not really an insuperable problem in itself, 
though in Punjab where it becomes allied 
to terrotism, outside help, and struggles for 
a separate territory it does obviously pose 
very grave problems for the Indian state but 
more in the sense of challenging the state’s 
authority than threatening a Hindu-Sikh 
holocaust. 

Thus the real problem today, according to 
Jain is not the supposedly growing communal 
divide but how best to forge a stronger 
Indian nationalism which must necessarily 
be culturally rooted in Hinduism and Hindu 


civilisation. Hindu insecurity is much mure 
the product of this unrootedness than of the 
aggressive assertion of identity by the reli¬ 
gious minorities. While Hinduism might on 
the one hand prove uniquely adaptable to 
the stresses imposed by modernisation and 
thus not be a serious barrier to technological 
and scientinc progress, its agglomcraiive and 
glutinous character makes the task of forg¬ 
ing a national culture that much more 
difficult, perhaps impossible. 

The political-piogrammatic conclusions 
that follow from this view arc fairly obvious. 
It is the intra Hindu problems that have been 
the crucial problems of the recent past and 
this will continue to be the case m the future. 
The question of culturally consolidating 
Indian nationalism also falls within this 
category. It is not the supposedly giowmg 
.schisms and conflicts between Hindus and 
non-Hindus that occupy or should occupy 
the central place in today’s agenda. 

Obviously this is not a political perspec¬ 
tive that most Marxists would share. On the 
contrary, like many a non-Marxist even, they 
would consider communalism and the need 
to further the secularisation of India as the 
single most serious problem facing the coun¬ 
try today. Contributions like these by Jain 
for all their specific and powerful insights 
would be judged as. at best, only serving to 
promote comforting illusions that things are 
better than they actually are, or at worst, 
regardless of the actual intentions of the 
author, they would objectively provide an in¬ 
direct intellectual respectability to dangerous 
currents and trends (Hindu nationalism, 
Hindu communal groups) existing today 
which must be strongly combatted, along¬ 
side the struggle against minority com- 
munalisms, in the name of secularism. In 
short, the Hinduism emerging today is not 
intrinsically tolerant (whatever it might have 
been in the past); thoi secularism is not a 
meaningless concept; that it Is an ideal woith 
striving for; and that it badly needs tp be 
strengthened and consolidated in today’s 
India. 

One of the more important contributions 
by Adhikari is the distinction he draws bet¬ 
ween Hinduism as a civllisational concept 
and presence, and the more recent emergence 
of Hinduism as a religious ideology like 
others increasingly centred on certain texts 
and a more organised institutional form 
(temple network, flurry of temple building), 
although it may never establish a single 
ecclesiastical fountainhead like Islam or 
Catholicism. But then Protestantism, which 


is centred more on the Bible and which is 
an organi.sed religion with its institutional 
anchors also lacks a singular church 
structure. 

It is this kind of aggressive, indeed pro- 
syletising, Hinduism that is asserting itself 
today and must be distinguished from the 
accommodative, non-prosyietising Hinduism 
of the past. In that kind of ‘civilisational’ 
Hinduism it was caste identity that was 
primordial and the proliferation of caste and 
sub-castes plus the existence of corporate 
caste mobility that provided the mechanisms 
for the dissipation of social tension between 
‘insiders’ and temporary ‘outsiders’. Today 
It is Hindu religious identity, not caste iden¬ 
tity, that is coming to the fore, and this is 
partly the consequence of the efforts to con¬ 
struct Hinduism as a more dogma-based re¬ 
ligion. The historical unusualness of Hin¬ 
duism is thus being undermined. This may 
or may not progress beyond a certain point. 
Undoubtedly there are constraints, both ex¬ 
ternal and internal, to Hinduism that may 
prevent it from reaching the same level of 
Consummation as othei dogma-based le. 
hgiuns, but the very process that is taking 
place, when allied to other, often non- 
reiigious factors docs constitute a danger. 
This hi.stoiical unusualness—its adaptive 
dimension—was in some substaniial degree 
an attribute of other Indie ‘religions’. 
Buddhism and Jainism. However pacil'ist the 
original character of Buddhism may have 
been, this did not prevent it from subsequent 
spawning forms fully capable of becoming 
militant and intolerant creeds and .sects, e g, 
the Theravada Buddhism of Sri Lanka to¬ 
day. The directions that the various forms 
of a resurgent and self re-defining Hinduism 
in India will take is likely to be diverse and 
all its various points of consummation or 
crystallisation cannot be predicted today. It 
is enough to recognise that whatever com¬ 
forting qualifications might be added about 
the innately tolerant character of Tiinduism, 
this process is as dangerous (potentially and 
actually) in its own way as the resurgence 
of Sikh, Christian and Muslim fundamen¬ 
talism in the country. Communalism is not, 
of course, the automatic result of the 
emergence of a strong, collective religious 
identity whether Hindu, Sikh, Muslim or 
Christian. But the emergence of such a 
strong collective religious identity constitutes 
a necessary though not sufficieni condition 
for the development of communalism. 

It is not Adhikari’s perception of Hinduism 
that is the problem, it is his perception of 
secularism. He has settled for a narrow 
definition of secularism which acts, as a 
positive barrier to understanding the com¬ 
plex impact of religion in concrete social for¬ 
mations, and in fact handicaps and hampers 
the working out of a comprehensive strategy 
for truly secularising such formations. Aiq* 
definition of secularism which sees it as 
basically the separation of church and state 


406 


Economir and Political Weekly 
Val XXII, No 10, March 7. 1987 



ECONOMIC AND POLITICAL WEEKLY 


March 7, 1987 


or even as an aggressive state-sponsored 
ideology which aims to prevent religion from 
interfering on that part of the political 
ground which should be occupied solely'by 
the state, is grossly self-limiting.wirh respect 
to both its vision of actual historical pro¬ 
cesses, and its programme for fuithering 
secularism. 

Is It enoiigli to have no coconut breaking 
on public ceremonial occasions, no expres¬ 
sions in public of religious inclinations by 
public figures, etc. etc? Even a programme 
10 secuiaiise education in schools/collegcs 
will not come close to being enough. Such 
and similar steps should certainly be sup¬ 
ported but they amount to a feeble pro¬ 
gramme indeed to secularise India, even if 
allied to state ‘neutrality’ and ruthlessness 
in pulling down communal riots when they 
break out. 

In fact there are two important strands 
tunning through the articles by Jain to which 
Adhikari had no adequate response. Admit¬ 
tedly, these themes were expressed in terms 
which were not always precise or explicit. 

(A) Secularisation and de-secularisation are 
not mutually exclusive and oppo.sed forces 
but can be and often arc dialectally con¬ 
nected. Jain uses the phrase “secularism and 
communalism”, when it would probably be 
more accurate to u.se the pairing “secularisa¬ 
tion and dc-sccularisaiion” which would 
enable us to more fruitfully investigate situa¬ 
tions where there is only one major religion, 
e g, the Islamic countries, and not just situa¬ 
tions as in India where large religious 
communities may conflict with each other. 

(B) The degree of need, the prospects and 
the possibilities for secularisation vary ac¬ 
cording to the “religion", belief system, 
whatever synonym or label is preferred, that 
is in question. Pressures for secularisation 
do not just emerge in the wake of a capitalist 
modernisation (whose time span is conve¬ 
niently stretched backwards dnd whose im¬ 
pact is universalised and exaggerated without 
justification) irrespective of the cultural- 
rcligious-ideological character of different 
pre-capitalist formations. 

To start with, secularism should be defined 
in a broader, more encompassing sense as 
not simply a state of affairs, e g, separation 
of church and state, or merely as an ideology 
(the equivalent mistake to defining commu¬ 
nalism as solely an ideology), but a many- 
.sided (at both material and ideological 
levels) process involving the progressive 
decline of religious influence in the 
economic, political and social life of human 
beings and even over their private habits and 
motivations. Such a dynamic, as opposed to 
static definition, which invokes a number of 
levels of human existence and which does 
not draw too strict or rigid a boundary 
between the public and private domain, can 
better enable one to undmtand the complex¬ 
ity of actual historical processes. It also 
guards against complacency and implies that 
the process of secularisation must certainly 


continue even in the so-called secular states 
of say the west The ‘secular’ state of IIK. 
for example, practices systematic communal 
discrimination and repression against the 
Catholic minoiiiy of Northern Ireland. 
There is alsi, no synonymity or neat 
synonymity between secularisation, moder- 
nisation, wcsteiiiis.ition, noi ate all these 
themes thenisei\e.s encompas!.ed by the 
supposedly laigci term of capitalism. 

One of Althus-ser’s most important con¬ 
tributions was to reject the idea of simple, 
lineal historical lime, to stiess that specilie 
“levels” have thcii different and specific 
historical times within a structure of mutual 
interaction and influence. C'apiiali.sm is 
basically an economic system, a mode of 
production though it is also legitiinuie to talk 
of a capitalist social formation which is 
much nioie than a mode of pradu,.tioti. I hi- 
doubtedly capitalism dues levolui ionise the 
economic icv'cl, and in doing so allccts other 
lcv<‘ls. fJften changes at olhei levels are pre- 
coiidition.s or coieiminuus with the emer¬ 
gence of the capitalist mode of production. 
There is no siniplc, unilinear or general pal 
tern of c.iusal lelaiiunsliips which explain 
how ipeiijic social foirnations emeige, 
.secularise oi consolidate themselves even it 
they all have the capitalist mode of produc¬ 
tion as dominant and deteimining in the 
‘la.si instance’ 

If is not correct to say or imply that the 
rise and consohdatiuii of capitalism or 
capitalist modernisation' has established 
universally a tendency of progressive secula¬ 
risation 01 that the very fact of religious and 
communal turmoil in the modern era is a 
reaction which basically confirms this 
(endential growth. It is correct to argue this 
only at the economic level whcie the relent¬ 
less logic of market relations and forces has 
indeed heliied to secularise economic life 
everywhere, destroying crucial non market 
economic privileges and poweis ot religious 
orders, etc. 

At the other levels tlie picture is much 
more mixed and complex delving any sim¬ 
ple or universally po.sitivc “balance sheet” 
about the progress of secularisation. Pro¬ 
cesses of secularisation at one level can 
actually help to promote de-secularisation 
at aiiothei level Lven oflicrwise, Adliikari's 
highly political and thereby restricted defini¬ 
tion of secularism is inadequate. Jain pointed 
out the example of Italy where church and 
state arc far from separated in the political 
realm. He could have mentioned Eire and 
Spain also, it is no coincidence that secula¬ 
rism in the west (at the political level) has 
been more thoroughgoing in Protestant 
rather than Catholic countries, though an 
important exception like South Africa where 
the Dutch reformed church excrci.scs strong 
influence on Afrikaaner political formations 
and their ideologies should make one cau¬ 
tious about making too facile a connection 
between Protestantism and eventual (lolitical 
secularisation. 


It might also be instructive to point out 
the experience of Kemalist Turkey <ind Iran 
under the Shah. Ottoman Turkey involved 
a close connection between the political 
rulers and the ulema. The very process of 
constructing a ‘modem', nation state and 
therefore ‘secular’, i e, eliminating the in- 
tluencc of the ulema in the state apparatuses 
actually promoted the integration of the 
ulema with the dispossessed classes of rural 
and particularly, urban Turkish society. 
T'hesc classes, after all, had to provide a 
substantial part of the expropriated surplus 
on which the growing, modern bureau- 
cratic/adminisirative state apparatuses of 
Kemalist Turkey were economically grounded, 
riic Turkish ulema was transformed from 
being the collaborators of the ruling political 
elite to being the ‘authentic’ representatives 
of the dispossessed in their conflicts with the 
ruling classes. Secularisation of the Kemalist 
state was necessarily accompanied by the de- 
secularisation of lurkish civil society. A 
definition which contented itself to noting 
the ‘e.xcepiionur .secularisation of political 
life and state law in Tui key compared to all 
other Islamic nations, could only arrive at 
the most superficial understanding of the 
complex pioce.sscs actually at work in that 
couiuiv. Indeed, the single mvist important 
leason wliv Tin key was the only Islamic 
nation to iindeigo even this restricted 
secularisation was due to the fact that it was 
alone in escaping colonial domination. 
Elsewlicie in the Islamic world, Islam was 
an oiseniiai component of a nationalist iden¬ 
tity asserting itself against colonial rulers. 
Thus separation of politics and religion was 
nticilv inconceivable. Religion was bound 
to be a part of the newly merging post¬ 
colonial state. 

Iran under the Shah did try and carry out 
a limited secularisation as part of his effort 
to modernise Iranian society and (he state. 
It only served to reinforce the links between 
the Shiite mullahs and vast sections of the 
urban petit bourgeoisie, sub-proletariat, 
newly dispossessed peasantry, and even sec 
lions ol the industrial vvorking class Again, 
the Shiite retreat fiom the political ground 
captured by the Shah and his vronies proved 
to be temporary and rapid de secul.'irisntion 
of Ihc slate apparatus followed the over¬ 
throw ol the Shah. 

Yet anothet example, alhcii in a somewhat 
different register, is the hislorv ot Pakistan 
from Jiniiah’s Muslim league to its caily 
decline, the Ayiib and Yaliya dictatorships, 
Bhutto’s PPf' title to the /ia dictatorship 
which for the first lime Haunts its Islamic 
ciedenlials. What is involved in all these ex¬ 
amples IS a phenomenon of displacement of 
religious influeiiee, not its overall decline. 
Relative secularisation of the state may not 
only prove to be temporary, it may often 
serve only to displace religious power and 
influence elsewhere even within the state as 
well as to different levels in civil society. A 
top-down approach, i e, pre-occupation with 
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the state and its level of secularisation can 
thus help to disguise and prevent a real com¬ 
prehension of what is going on in the par¬ 
ticular social formation under scrutiny. 

The other point is that a state-anchored 
or at best essentially political conception of 
secularism does not adequately recognise 
that ‘religions’ are different and that the 
possibilities of even the limited secularisa¬ 
tion confined to the state do differ accor¬ 
dingly even if ail the .social formations are 
dominated by the capitali.si mode of produc¬ 
tion. It IS one thing to recogni.se and value 
the degree of secularisation that has taken 
place in the west or in Japan. It is another 
thing altogether to take its economic struc¬ 
ture (advanced capitalism, controlled capita¬ 
lism, post-industrial capitalism or non¬ 
capitalism. call it what you will) and its 
political form (liberal-democratic state and 
society) as some kind of role model or ideal 
for other societies. 

The most secular (though not democratic) 
society in the world today is probably China 
followed by some socialist countries, e g, 
Indochina, certain nations in East Europe 
and the Balkans. Even among ‘socialist’ 
countries officially ‘secular’, the real level of 
secularism may be quite low as well as 
variable, e g, Poland, Nicaragua, Cuba, East 
Germany, etc. Chinese secularism is rooted 
no* .so much in its exposure to the impact 
of semi-colonial capitalism or Maoist com¬ 
munism as in the historical absence of any 
strong religious tradition, as distinct from 
the ethical tradition of Confucianism. In 
fact this absence is probably a very impor¬ 
tant factor in explaining why a rationalist 
ideology like Marxism could command the 
sweep it did both among intellectuals and 
non-intellectuals in China. You have here an 
inversion of the supposedly proper relation¬ 
ship. Capitalist or non-capitalist modernisa¬ 
tion is not the pre-condition for the tenden- 
tial growth of secularism, but substantial 
secularisation (the absence of strong reli¬ 
gious influence in state and society) as the 
pre-condition for the ready acceptance of ra¬ 
tionalist ideology and the promotion of non- 
capitalist modernisation. 

An important caveat must be introduced 
here. There is a crucial relationship between 
popular democracy and secularism which we 
will examine more closely later on. For the 
moment it may suffice to remind oneself 
that in the modern era of highly accelerated 
and continuous change in the forces of pro¬ 
duction and its effects on the economic and 
other levels, that in the absence of genuine 
socialist democracy there can well be the 
birth or revival of religious/spiritualist 
movements in even the most secular of 
*^ialist' countries, e g, China, not to speak 
of the USSR. 

To turn now to Islam. This is by its very 
nature a political religion. Given the specific 
histories of the Islamic world, the particular 
reactionary role that Islamic fundamen¬ 
talism can play vu-o-vis progressive socialist 


foiees, it is inconceivable that any serious 
degree of secularisation can take place under 
the class dictatorship of the bouigeoisie even 
if its mode of rule were to be bourgeois 
democratic. To even begin the monumental 
task of making decisive inroads in the direc¬ 
tion of secularism in the Islamic countries 
will require the prior establishment of the 
dictatorship of the proletariat. The twentieth 
century history of the Islamic world clearly 
•shows that capitalist growth is perfectly com¬ 
patible with the preservation, indeed deepen¬ 
ing of Islamic influence in key areas of state 
and society. 

This is not a view that bourgeois libera¬ 
lism can And palauble. It is not socialism 
and secularism that are supposed to be 
mutually reinforcing but bourgeois demo¬ 
cracy and secularism. In fact we have here 
the clue to the reason why the liberal 
definition of secularism is restricted to the 
political, in particular, state domain. The ex¬ 
istence of the liberal democratic order is 
premised on the preservation of the distinc¬ 
tion between the state and civil society 
because bourgeois democracy unlike socialist 
democracy must forever remain extremely 
partial and incomplete. It is essentially static 
It has no place for any conception that the 
state must begin to wither away, that is, to 
progressively merge into civil society in an 
asymptotic striving for congruence. What 
this would mean is that popular democratic 
power is being continually extended and 
deepened. 

In the liberal-democratic order, the libera¬ 
lism is, in fact, more important than the 
democracy because the deepening of demo¬ 
cracy is inseparable from deepening egalita¬ 
rianism at the political, economic and social 
levels. The preservation of a liberal order re¬ 
quires: (a) that the state exist in fairly well- 
defined contours; (b) that it be interventionist 
in, yet apart from, civil society; (c) that it 
enjoy dominant control of the political 
ground, no matter what the propagandists 
for ‘political pluralism’ and 'countervailing 
powers’ may wish people to believe; (d) that 
nation not class be the crucial collective 
category; (e) that unequal property, rights 
in the means of production be preserved; 
and (0 that corresponding to the disjunc- 
ture between state and civil society and that 
between the public and private domains (the 
two do not quite overlap), the state be rest¬ 
rained in its capacities and rights to intervene 
elsewhere. This is in ‘normal’ conditions of 
bourgeois democratic rule, in ‘abnormal’ 
times when capitalism comes under very 
grave or mortal threat, the liberal order can 
be jettisoned for a more efficient semi¬ 
fascism or fascism with or without religious 
sanction. 

Socialists must operate with a wider and 
deeper definition of secularism and be com¬ 
mitted without reservation to its achieve¬ 
ment. They must seek to transcend the 
liberal-democratic order through a necessary 
yupture, not merely defend it. Marxbt 


secularists are in the most fundamental and 
‘ultimate’ sense of the word anti-ivligious. 
They do not merely wish it to be restricted 
to individual private life and practices but 
ultimately expect and hope that religious in¬ 
fluence will disappear from every sphere of 
human existence. 

But Marxists are not anti-religious in the 
sense of wishing tp force people to give up 
religious or spiritual faith, or to deny them 
some ‘private’ space to freely express their 
religious commitment, even as they legiti¬ 
mately contest the influence of institutiona¬ 
lised and non-institutionalised religion. This 
is for at least two reasons. The great attrac¬ 
tion of religion-spiritualism lies not so much 
in its ethical and epistemological claims as 
in its ontological claims to answer or resolve 
the eternal problems of human existence— 
the meaning and purpose of life, cosmic in¬ 
significance, etc. Marxist ontology is at best 
undeveloped. Precisely because historical 
materialism focuses primarily on the pro¬ 
blems of historical change it has much less 
to offer with respect to the ahistorical, 
timeless problems of existential alienation. 
Sartre devoted the first half of his life to 
developing an atheistic ontology, and the se¬ 
cond half to trying to unite its insights with 
those of Marxism. Successful or not, his very 
efforts pointed to the existence of an impor¬ 
tant lacuna in the latter. 

it is hardly surprising then that rcli- 
gion/spirituaiism should possess such an en¬ 
during attraction and appeal for so many 
millions in spite of the advances of science 
and the rise of rational philosophies. Insofar 
as the ontological dilemmas are a function 
of human helplessness, poweriessness and 
alienation then one can expect the appeal of 
non-rational resolutions to these preoccupa¬ 
tions, even the preoccupations themselves, 
to decline as the helplessness, powerlessness 
and alienation decreases. It is here that the 
processes of secularisation and socialist 
democracy are indissolubly linked. 

Socialist democracy requites the pro¬ 
gressive investment of ever more power in 
ordinary people so that they can collectively 
self-i eguiate society and carry out a creative 
and harmonious transformation of nature. 
To believe in the possibility of complete 
fulfilment in this respect may be utopian, 
'to strive for it and progressively move in that 
direction is not. 

Thus it is not at the level of faith or 
spiritual belief that Marxists must contest 
religion. 1b do so in a context where the 
material conditions for deep-seated aliena¬ 
tion exist and flourish would be to play 
directly into the hands of communalists and 
fundamentalists. 1b do so in deeply religious 
societies like India would be a recipe for 
disaster. It is much more at the of 
economic, political and social needs that 
Marxism must work. It is at these levels that 
Marxism must refute the claims of religion 
to providing satisfactory solutions. In short, 
religion must be attacked not at its strongest 
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point—the level of spiritual commitment 
and faith which must necessarily have its 
ritu^ expression (what are many rituals if 
not the language and symbols of faith?). 
Religion must be attacked at its weakest 
point—its inability to adequately address 
itself to, let alone resolve, the secular (the 
basic economic, political and social) pro* 
blems of human existence. This is also the 
best way to bring about the ultimate disap¬ 
pearance of religious faith. 

Such a programme involves a great deal 
more than just secularising the nation-state 
apparatuses, or pushing a secular ideology, 
namely, the scientific temper or outlook. It 
is not the expansion of knowledge that is so 
crucial, as the expansion of popular power. 
In fact, the latter is the pre-condition for the 
former. Changes in material relations, that 
i.s, the prior levelling of economic, political 
and social powers is the only way to generate 
on a mass level the scientific temper. Ad¬ 
vocates of the ‘knowledge or information 
society’ that is supposed to soon swamp 
large parts of the world are, in general, deep¬ 
ly committed to preserving elitism. Insofar 
as they want secularism it is supposed to 
come thiough a typically patronising and 
top-down route—through expanding the 
power of the ‘knowledge elite’, not of the 
in,tsses. It is this elite which is supposed to 
be the true secular saviours ot the society 
of the future, its principal agent of progress. 

For Matxist secularists thett is another 


REVIEW 


ENTREPRENEURSHIP is an area that has 
been very much neglected in academic 
studies in India. It Ls thus commendable that 
he has taken up a pioneering empirical study 
of the entrepreneurial phenomenon in India. 
Not only tjie results of the analysis but also 
its methodology and its limitations are 
bound to be of considerable interest to those 
who are attempting to develop further work 
in this area. 

The main objective of the study is to ex¬ 
amine the relationship between entrepre¬ 
neurial background and entrepreneurial per¬ 
formance. It also attempts to scrutinise en¬ 
vironmental factors which affect a vigorous 
display of emrepreneurship, to analyse the 
differences between successful and unsuc¬ 
cessful entrepreneurs and to shed some light 
on the strengths and weaknesses of emerging 
entrepreneurs. Further it examines the 
strength of the boards of directors and die 
changes in the boards and attempts to see 


route The bourgeois state must be broken 
and replaced by the workers’ state and this 
very state must be steadily dismantled 
through the internationalisation of the 
revolutionary piocess, the ever deeper 
democratisation of power, the ever greater 
accessibility for all to material goods and 
nature’s gifts, ever greater international co¬ 
operation and class solidarity, the pro¬ 
gressive dismantling of national tioundaries, 
the systematic erosion of class structure, ex¬ 
ploitation, various social oppressions of sex, 
race, caste, and so on. It is through the for¬ 
mulation of a holistic materialist programme 
and through the struggle to implement it, i e, 
through the struggle for socialist revolution, 
that Marxists will best succeed in promoting 
an ever deepening secularisation. In coun¬ 
tries like India and the Islamic world at least 
(and one suspects in lots of other places too) 
revolutionaries must learn how to mute their 
atheism, but never their secularism. 

Note 

I Modernisation as a concept standing on its 
own without being given a determining class 
content is utterly vacuous as an analytical 
tool, though much beloved by many theorists 
these days, and any approach which uses this 
term as a key analytical tool leads to the most 
sterile and unilluminating theories of 
historical change, theories which are usually 
marked by the crudest technological 
determinism. 


whether the turnover in the board member¬ 
ship is correlated to corporate performance. 

When dealing with the concepts of ‘en- 
.trepreneur’ and ‘entrepreneurial perfor¬ 
mance’, a list of possible functions performed 
by the entrepreneur is given—which is some¬ 
what uneven m character; it mixes'up what 
may be generally imporunt for an entre¬ 
preneur anywhere and any time, with what 
is relevant in the current Indian context, 
without making a distinction between these 
two types of functions. Thus, the author 
puts “perception of opportunities for pro¬ 
fitable investment’’ on par with “obtaining 
an industrial licence" or “negotiating with 
foreign ccHlaborators" as one of the impor- 
Uiit functions of the entrepreneur. 

There is also a certain looseness in the for¬ 
mulations. Thus, at one stage, the author 
gives (p 3) a formula, EP f (SB, MF, KA. 
FS, EV)—where EP stands for entrepre¬ 
neurial performance and this is supposed to 
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depend upon various factors which are in¬ 
dicated In the formula. SB stands for socio¬ 
cultural background of the entrepreneur; 
MF for motivational force; KA for 
knowledge and ability, and so on. What is 
peculiar is that the statement of such a for¬ 
mula would lead one to imagine that there 
is going to be some quantitative relationship 
established between the two sides of the 
equation. But—and probably rightly—there 
is no such attempt. What is then, however, 
unclear is what purpose a formula like this 
serves! i 

The study attempts to judge entrepi^ 
ncurial performance in terms of the changes 
in some financial and non-financial in¬ 
dicators. Among the former, it includes total 
assets, gross block, net sales, gross profit, 
net profit, and net worth. Among the latter 
are included factors like periods involved- 
implementation of projects and choice 
among what are called “strategic alter- 
nativc.?’’. It mentions other indicators such 
as export promotion, import substitution, 
contribution to goals like defence efforts, 
rural development and charitable purposes, 
it has been able to present some data about 
R and D and gives considerable attention to 
the strength and turnover in the boards of 
directors. 

I Some of the author’s stated expectations 
from the study are a little unrealistic It is 
not only claimed that the study identifies the 
factors which make the Indian entrepreneurs 
succeed or fail, but should help the iden¬ 
tification of factors which need strengthen¬ 
ing and checking, and even help to predict 
impending corporate disasters! 

The study formulates a number of 
hypotheses to aid analysis. While these are 
well-stated, one hypothesis—which is 
mentioned—does not receive adequate atten¬ 
tion in the analysis. The hypothesis relates 
to the technical knowledge of the entre¬ 
preneur and its importance for his success, 
and states that a correlation between these 
two factors would depend upon the size of 
the enterprise; there would be less positive 
correlation in the larger sized enterprises as 
compared to smaller sized ones. But there 
is no attempt later to distinguish the en¬ 
trepreneurs under study according to the 
sizes of enterprises. In fact this is a serious 
inadequacy of the study. Which type of en¬ 
trepreneur takes up which sizes of enterprises 
should have been an important aspect of the 
study; but this is not done. The only data 
presented relate to the actual number of 
enterprises of large, medium and small sizes 
at different stages of the period of study. 
But, even when examining the performance 
indicators, there is no attempt at relating per¬ 
formance to initial size. One wonders why 
this aspect has been ignored. Were relevant 
data not available? There is no explanation. 

Choice of Sample 
While one cannot question the choice of 
the particular period or a particular type of 
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enterpriie chosen for the study, one would 
normally expect some explanation of this 
choice in the section on research design and 
sources of data. There is no such explana* 
tion. It has been pointed out that the study 
relates of public limited companies incor¬ 
porated during April 1, 1961 to March 31, 
1963. Why this particular period, why not 
a somewhat earlier or a somewhat later 
period? VMis there something special about 
these two years? Similarly, in a study relating 
to entrepreneurship, one does not know why 
only manufacturing enterprises have been 
selected. Again, there is nothing wrong with 
a study focusing only no one type of enter¬ 
prises; but there should be some attempt at 
explaining why. There is none. There is also 
no mention of whether an attempt was made 
to see whether data about private limited 
companies and other types of small-scale 
units started in tha same period could be 
collected. Especially in view of the various 
hypotheses which have been formulated and 
which form the basis of analysis in the study, 
one would have thought that attention to 
smaller units which would many times be 
organised in the form of private limited com¬ 
panies would have been very useful. There 
would obviously be practical difficulties in 
collecting data about these. What is metho¬ 
dologically surprising is that there is no 
mention about the impact of this exclusion 
on the nature of the ^t idy and the conclu¬ 
sions reached. In fact, in many parts of the 
analysis, conclusions have been stated as if 
they are universal and not based on a limited 
sample. 

A further point which may be mentioned 
in this context is that, for various adven¬ 
titious reasons, a number of companies got 
excluded from the scope of the analysis. Out 
of the 293 public limited companies (regis¬ 
tered in the relevant period) which had 
manufacturing activity as their objective, 19 
companies had to be excluded bwause no 
information about them could be available 
either from public or from primary sources. 
This exclusion was obviously unavoida¬ 
ble—32 companies had already been struck 
off the register, dissolved, wound up or 
liquidated: even these were excluded from the 
scope of the study. This latter exclusion is 
inexplicable. One would have thought that 
such companies would provide very relevant 
data about entrepreneurship and its success 
or failure. Here again, no explanation tor 
this exclusion is available except the bland 
statement that these had been dissolved, etc! 
For analysis about performance based on 
financial criteria, the data available in the 
Stock Exchange Directory, Bombay, were 
used. It is mentioned that the securities of 
only 110 companies from the 242 were found 
to be listed and therefore, only these were 
included in the analysis regarding financial 
performance. Thus over 50 per cent of the 
companies registered in the period 1961-63 
were excluded from this part of the analysis. 
This again constitutes a serious limitation. 


One may assume that it was difficult to 
secure flnancial data frtm the individual 
companies: and that the annual reports were 
not always available either with the 
Registrars of Companies or with the Com¬ 
pany Law Board. But thm is no mention 
that an effort was made to use financial data 
from these sources and this was found not 
to be possible. The possible impact of this 
limitation on the conclusions also appears 
to be ignored in the analysis. The companies 
not listed in the Stock Emhange Directory 
are likely to be smaller ones: exclusion of 
data about them is therefore, likely to create 
a bias in the findings. Thore is no cognisance 
taken of this possibility. Even in the section 
on “Limitations’*, there is no mention of this 
factor, even though there is a general 
reference to the lack of completeness of the 
data collected. 

in the analysis of the backgrounds of en¬ 
trepreneurs, the occupational origins of the 
entrepreneurs as well as their associates, the 
educational backgrounds of the individual 
promoters, and their social and geographical 
origins, have been analysed. The analysis 
pertains to 198 entrepreneurial families. In 
addition to the promoters from what are 
called “establish^ old hou.ses*--basing this 
categorisation on that of the large industrial 
houses given in the report of the Uutt 
Committee —the two other categories used 
are “smaller old families”—those who were 
already in business but who had not grown 
large enough to be included in the Duti 
Committee list, and “new families”. 

The analysis also attempts to relate the 
background of the promoters with the 
nature of the business which they have pro¬ 
moted. One of the points that is specially 
emphasised in the analysis is that established 
industrial houses have not gone in so much 
for traditional industries (textiles, cement, 
paper, refractories, glass, etc) as for modern 
industries (electricals, metals, engineering 
and chemicals). This is in contrast to the 
other categories who have gone in more for 
the traditional industries. A point that 
appears to have beeri overlooked is the 
possibility that the established industrial 
houses are already well entrenched in tradi¬ 
tional industries and, therefore, if they 
decide to deepen their role in those in¬ 
dustries, they might do it more through ex¬ 
pansion of their existing companies than 
through new ones. 

After looking at the entrepreneurial back¬ 
ground, the study examines corporate per¬ 
formance and tries to relate it to the 
characteristics of entrepreneurs as analysed 
earlier. As already mentioned earlier, finan¬ 
cial data only for 110 companies have been 
used for this part of the study thus exduding 
88 from the total of 198. Among these 88 
are four from established industrial houses, 
22 from smaller old families, and as many 
as 69 from what are called new families. 
Thus, a disproportionately large number 
from the last category have got excluded 


from this part of the analysis. It is, of course 
possible that finandal data regarding these 
88 companies could not be readily secured; 
but such exclusion was bound to create bias 
in the analysis because of the drastic change 
in the category-wise composition of the com¬ 
panies studied. 

Performance Criteria 

Various criteria of performance have been 
used in this'analysis, available data presented 
and conclusions attempted to be drawn. It 
is not necessary to go into the details of this 
analysis here Only a few points regarding 
the analysis as well as its presentation may 
be mentioned. Firstly, while the analysis of 
the group performance under study is well 
presented, no attempt has been made to look 
at what was happening in the performance 
period (1963-78) to Indian manufacturing 
enterprise as a whole, and also those in par¬ 
ticular lines of business. Such an attempt 
would have put the performance of the 
group under study in the wider perspective 
of what was happening in the country as a 
whole. Secondly, two aspects of enterprises 
which might have affected their performance 
have not been used as categories for the 
analysis: (I) the size of the enterprise, and 
(ii) the location of the enterprise. Would not 
these make some significant difference to 
performance? 

It should be said that the statistical 
analysis in this part is the core of the study 
and provides some very useful analysis on 
the main theme of the study. It then goes 
on to examine the performance of the enter¬ 
prises from the point of view of their choice 
among what are called "strategic alter¬ 
natives”. What is attempted is to collect data 
about the manner in which the enterprises 
under study decide on their further course 
of growth. These have been specified as, ex¬ 
pansion, diversincation, promotion of new 
units, amalgamation of other companies, 
and modernisation. It has not been clearly 
stated that these strategies are not necessarily 
alternatives; the same unit may choose more 
than one. While the possibility of a company 
following more than one strategy has ueen 
mentioned (p 105), the manner in which the 
data have been collected and to what extent 
the numbers presented in the tables repre¬ 
sent more than one strategy followed by an 
enterprise has not been made clear. 

While there is some mention about some 
of the enterprises developing R and D no 
clear data are presented about this aspect. 
In fact this section appears to be somewhat 
weak in terms of statistical analysis. Pro¬ 
bably what has been attempted is the presen¬ 
tation of whatever data could be collected 
either by means of interviews or from the 
annual reports of the concerned companies. 
But the result is that there is no clarity about 
how many enterprises have been analysed 
and how many not. 

Chapter IV deals with the environmental 
factors affecting entrepreneurship. It is ex- 
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plained that the purpose is to identic the 
forces which have affected entrepreneurial 
performance during the study period. It is 
further explained that, apart from 19 of 293 
companies forming the subject of the study 
about which no Information whatsoever 
could be gatherttl, there were-32 which had 
been struck off, dissolved, wound up or 
liquidated. All that the study mentions 
about these is that “death dates” were 
available fur 26 of these 32 companies, three 
quarters of which ‘'expired-” at the age of 
4 to 8 years. But no reasons are mentioned 
as to why these companies met such a fate. 
The reasons why 56 companies among those 
studied have failed to take up production 
have been analysed; but apparently data 
about only some of these became available. 
Regarding the category-wise analysis of the 
operating mid non-operating companies, one 
ronclusion mention^ is that the proportion 
o! operating companies is higher in the case 
.1 -smaller old families" than in the other 
two categories. Is it not possible that 
'‘established old families” set up new com¬ 
panies more trecly than those not so well 
established? 1 he former have more funds to 
gamble with, or to keep unproductive for 
lung. May not this be the reason for a 
number of these Companies not having 
reached the operational stage for long? As 
reguids the other conclusion about the pro¬ 
portion of operating companies being higher 
ill textile and electrical groups than in other 
industrial gioups, is it not possible that this 
might have something to do with the overall 
situation in the respective industries rather 
than with the category of entrepreneurs who 
have set up these industries? 

For examining the factors affecting or¬ 
ganisational performance during the study 
period, the study uses the material available 
in annual reports of the companies under 
study. Unfortunately, it appears that it has 
not been possible to secure the reports for 
the whole period even for the companies 
finally included in the study. While the 
number of operating companies in the study 
group was 156, and that of companies which 
did not reach the manufacturing stage 56, 
the number of reports studied is only 857, 
i e, less than six each for 156 companies, 
while the number required per company was 
15. 

The frequency distribution of references 
to affecting factors has been analysed accor¬ 
ding to entrepreneurial types. The analysis 
provides some interesting—sometimes inex¬ 
plicable-data, though certain aspects could 
perhaps receive more attention. It is, thus, 
seen that problems of finance receive less 
mention in the reports of the established in¬ 
dustrial houses than in those of other cate¬ 
gories; maybe because the entrepreneurs 
from this category are able to secure finance 
more easily than others. The fact that power- 
cuts appear to affect the established houses 
category much more than the others is sur- 


prisiiig; is it related to the nature of the 
industry or the location? 

A further aspect studied is the corporate 
boards, the main hypothesis under examina¬ 
tion being that a company with an unduly 
high or unduly turnover in the board is likely 
to show poor performance Here again a ma¬ 
jor* difficulty in the analysis is that data 
about boards were available only for 97 com¬ 
panies out of 158 thus affecting the validity 
of the category wise analysis. Some interesting 
light is thrown on the size of the boards 
according to the different entrepreneurial 
categories and accortling to the communities 
which dominate particular enterprises, and 
turnover according to different types of 
enterprises. 

In the last chapter the inadequacies of the 
data appear to be largely overlooked and 
some strong generalisations stated which are 
not really warranted. Fbr example, the state¬ 
ment on page 152 about the entry of new 
communities among entrepreneurs is well 
supported; but the negative conclusion 
about the Earsis and the Marwaris, “the two 
outstanding enterprising communities of 
India”, that they have not been able to make 
much headway and seem to be losing their 
place of pride, appears to be an overstate¬ 
ment in view of the limitations of the data. 
The data do not at ail cover the expansion 
of companies which already existed before 
1961 even in the period under study; and 


these well established communities already 
had many companies under their control, 
which might have continued to expand. 
After all, setting up new companies is only 
one way in which entrepreneurial perfor¬ 
mance can be seen. 

it should further be said that, in spite of 
such shortcomings which have been men¬ 
tioned above, the work represents a very 
much worthwhile effort at systematic col¬ 
lection and analysis of data relating to 
entrepreneurial performance in Indian in- 
lustry. Moreover, it takes in its sweep a 
significant cross section of large-scale 
manufacturing industry and anal^es data 
in a manner which leads to very useful and ' 
interesting conclusions. Thus the attempt to 
correlate entrepreneurial characteristics and 
corporate performance and also the analysu 
of different industry groups provides in¬ 
teresting conclusions. Sharma has also at¬ 
tempted to combine the use of observations 
and interviews with his statistical analysis, 
thus providing a somewhat more realistic 
depth to the discussiott in his study. Except 
for the tendency somewhat common in 
Indian researchers of over-stating conclu- 
>ion$ and overlooking the limitations aris¬ 
ing out of the nature of the sample and the 
inadequacies of the data, Sharma’s work 
.should be commended for use in the now 
slowly but steadily growing volume of 
literature on indian entrepreneurship. 
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Adjustment with Growth 

Changing Perceptions in International Balance of Payments 

Policy for Developing Countries 

Arjun K Sengupta 

The change in the international balance ofpayments policy for developing countries discussed here was reflected 
clearly in the speech of US TYeasury Secretary James Baker at the Seoul Fund-Bank Annual Meeting of 1985. 
That was the first major occasion when an important industrial power clearly admitted that contractionary balance 
of payments policies were neither desirable nor sustainable for an orderly evolution of the international economic 
system and that, for achieving medium-term viability, balance of payments adjustment policies in developing 
countries must ensure a reasonable and sustained economic growth. Other industrial countries also endorsed this 
view. 

The developing countries should understand the nature of this change and analyse its full implications so that 
they can influence and benefit from the course of international policy actions resulting from it. 


THE severity of tiie debt crisis that hit the 
internationai economy after 1982 had one 
major fall-out whose significance has not yet 
been fully appreciated. This is about a 
change in the perception of the governments 
of the major industrial countries regarding 
■the problems of the balance of payments 
adjustment of developing countries. Since 
in our unequal world, it is the perception, 
and the con.sequential action, of the major 
countries that ullirnutcly determines the 
course of the internationai economy and 
particularly the policies of the international 
institutions, this fall-out about the changing 
perceptions would have wide-ranging ramifi¬ 
cations. The developing countries should 
therefore try to understand the nature of this 
change and analyse its full implications so 
that they could influence and benefit from 
the course of international policy actions 
resulting from it. 1 would try, in the follow¬ 
ing paragraphs, to make an attempt at such 
analysis, which at this stage has to be rather 
rudimentary and incomplete, given the state 
of our knowledge and understanding of 
international economics. 

The change I am talking about was reflec¬ 
ted quite clearly in the speech of US Treasury 
Secretary James Baker at the Seoul Fund- 
Bank Annual Meeting of 1985. That was the 
first major occasion when an important 
industrial power clearly admitted that con¬ 
tractionary balance of payments policies 
wete neither desirable nor sustainable for an 
orderly evolution of the international 
economic system and that for achieving 
medium-term viability, balance of payments 
adjustment policies in developing countries 
roust ensure a reasonable and sustained 
economic growth. Other industrial countries 
also endorsed this view. There were elements 
in the speech of Secretary Baker that spelt 
out his, or the American, view of what the 
appropriate policies were, but they wete 
neither conclusive nor essential for ensuring 
balance of payments adjustment with 
economic growth. Although the so-called 


‘Baker initiative’ that was taken up for 15 
highly indebted countries was built upon the 
necessity for adjustment with growth, the 
success or failure of that initiative would 
depend upon many factors and would in no 
way affect the logic of that necessity. 

Point or Vitw or DEVhLoriNo 
Countries 

That the problems of balance of payments 
adjustment are necessarily linked with the 
problems of economic growth has always 
been the view of the developing countries, 
in brief, the arguments put forward by them 
are as follows. If balance of payments 
deficits ar; temporary and are caused by 
reversible cyclical factors or exogenous 
shocks, the problem of adjustment is 
basically a problem of the affected country's 
ability to finance the deficits and withstand 
the effects of the shocks for a temporary 
period. Since such deficits are calculated 
over and above the amount of current 
account deficits that are needed to absorb 
the normal capital flows, there should be as 
little disruption as possible of the normal 
activities of the economy during the period 
of operation of reversible exogenous and 
cyclical features causing the deficits. A 
country should be able to prevent such 
disruption if its economy is fairly diversified 
and the temporarily affected factors of pro¬ 
duction can be absorbed in other activities 
without calling for a change in the country’s 
policies. This is possible if the country is 
fairly developed or if it is maintaining a 
fairly stable economic growth. Further, the 
country can finance such deficits only if it 
has enough re.serves or access to external 
finance. For reserves to be used, their levels 
must be substantial, with a reasonable expec¬ 
tation of growth, so that a drawdown of 
reserves does not disrupt the normal opera¬ 
tion of the economy. Otherwise; the country 
should be able to secure adequate external 
finance to meet the deficits on normal 
terms.' 


Incidentally, the rationale of the develop¬ 
ing countries' demand for unconditional 
compensatory financing from the IMF and 
other institutions follows from this logic of 
temporary and reversible balance of pay¬ 
ments deficits. The Fund is now making its 
compensatory finuiicing facility incieasingly 
conditional on policy changes. This con¬ 
tradicts the logic of CFF, which is supposed 
to comjtensate export shortfalls from a trend 
of export earnings, i c, to finance the deficits 
caused by reversible cyclical factors. Similar 
contradiction is also theic in the schemes for 
financing temporary deficits cau.scd by rever¬ 
sible exogenous factors, such as the newly 
established scheme to compensate for addi¬ 
tional cereal imports caused by droughts or 
other factors, beyond the control of the 
countries concerned. The Fund expects the 
countries to ‘co-operate’ in adopting the 
recommended policy packages in these cases. 
The arguments provided by the Fund arc 
generally that the countries need to adopt 
policies to diversify their economies, to 
become less dependent on the exports < i 
imports of specific commodities, and to be 
able to withstand the disruptive effects of 
temporary changes in their balance of 
payments caused by exogenous factors. But 
ail such concerns are basically related to the 
problems of economic growth and if the 
implicit logic of the Fund’s arguments arc 
made explicit, it would be clear that adjust¬ 
ments policies in these cases as recommen¬ 
ded by the Fund are essentially policies for 
economic growth. They have very little to do 
with balance of payments adjustment, 
especially for temporary deficits caused-by 
transient factors. 

When the balance of payments deficits arc 
persistent and are not caused by reversible 
exogenous factors, then, of course, there is 
a need for adjustment and there is also a 
need for finance to meet the deficits during 
the period of adjustment. 1 shall come to 
the question of finance later. But on the 
policies of adjustmoit, tiM developing coun- 
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tries have always argued that a sustunable 
balance, of payments viability depended 
upon a sustained growth of their economies 
and the policies for balance of payments 
were essentially facets of the policies for 
economic growth. Thi.s follows from the 
nature of their economies, whose markets 
are highly imperfect and fragmented, and 
resources are not mobile, and where elasti¬ 
cities of substitution, of either demand or 
of supply, in both factor and commodity 
markets, are very low, and where price 
signals as a consequence work unsatis¬ 
factorily. In addition, constraints imposed 
by lack of infrastructural facilities, in¬ 
adequate productive capacity as well as low 
level of skills and training facilities and 
adaptability to technical change; make it very 
difficult to move resources from the non- 
tradeable to tradeable sectors, from the 
donie.stic absorption of consumption and 
imports to exports and import substitution. 
In terms of the neo-classic^ paradigm, these 
countries mostly operate well (aside the pro¬ 
duction frontiers, and the policies have to 
be geared not only towards moving them 
from points inside to points on the produc¬ 
tion frontier, i e, making the full use of the 
existing resources, but also to move them 
along the production frontier from non- 
iradcable to tradeable sectors. It should be 
noted that if imperfect substitutability of 
resources makes it r^ifficult to move, in a 
given period, from one point on ihe produc¬ 
tion frontier to another point on that fron¬ 
tier, (hen policies that shift the relative prices 
m favour of tradeables may actually lead (he 
economy back to a point inside the produc¬ 
tion frontier, with a waste of resources even 
if initially the country was operating on the 
production frontier. 

The exact incidence of specific bottle¬ 
necks. and the way they affect the relation¬ 
ships between different economic variables 
would of course differ from country to 
country and so also would differ the 
appropriate policies to overcome these 
bottlenecks. For our purpose, what is im¬ 
portant IS to recognise that the balance of 
payments policies are integral to the policies 
for economic growth, not only for expand¬ 
ing capabilities for exports and import- 
competing sectors, but also for removing the 
specific bottlenecks imposed by the struc¬ 
tural characteristics of these economies. In 
a real sense, the balance of payments adjust¬ 
ment, economic growth and structural 
adjustment are different dimensions of the 
same process of economic transformation 
of the developing countries. 

The issues are sometimes confused by 
introducing a differentiation between 
balance of payments adjustment and growth 
and structural adjustment in terms of short¬ 
term and long-term policies. But whether a 
policy relates to the shqrt-term or long-term 
should depend upon whether it is effective 
in producing its desired outcome in the 
short-term or in the long-term, which again 
would depend upon the a^ual working of 
the econofny and the empirical relationship 
between the variables on which the policy 


operates. What is impwtant is to identify the 
factors, or the variables, relevant to a 
problem and the spedfication of relationship 
between them which can be empirically esti¬ 
mated in a concrete situation. Depending 
upon that, the elasticities and the time-lags 
with which the variables interact, a balance 
of payments policy can sometimes be effec¬ 
tive only in :he long run, or a structural 
adjustment policy can fructify in a very short 
period. 

The Orthodox View 

What is therefore novel in the current con¬ 
text is not the Idea of interdependence bet¬ 
ween balance of payments adjustment and 
economic growth as'such, but its acceptance 
by the major industrial countries. They are 
now recognising that the balance of pay¬ 
ments adjustment policies should not only 
be consistent with policies of economic 
growth, but should also contain elements 
that prevent an economy from being deflec¬ 
ted from a sustained path of growth. It is 
this recognition that has been reflected in the 
recently concluded Mexican arrangement of 
1986 or the Structural Adjustment Facility 
of the Fund set up earlier in the year. 

The position of the industrial countries 
until recently was quite different.^ The 
current account deficits were mainly reflec¬ 
tions of excess demand, which can be 
removed by reducing expenditure without 
affecting the level or the growth of real 
income. Even when they appreciated that 
balance of payments adjustment depended 
not only on a reallocation of resources from 
the non-tradeabic to the tradeable sectors 
and improved competitiveness of the 
economy, but also on the increased utilisa¬ 
tion of existing resources and augmentation 
of their capacities through economic growth, 
their basic position was that the policies that 
improved tompelitivencss of the economy 
and thereby improved the current account 
balances, were sufficient also to ensure 
economic growth. In particular, these 
policies would raise domestic private invest¬ 
ment by raising the rate of return in the 
tradeable goods sectors and also attract 
capital flows from abroad, complementing 
domestic savings and thereby increasing the 
overall rate of capital formation. It was of 
course recognised that there was a need for 
long-term transfer of resources to the 
developing countries but those problems 
were supposed to be detdt with separately by 
financial institutions like the World Bank, 
involved with the problems of development. 
The problems of balance of payments 
adjustment, according to this view, were 
regarded as not only independent of the pro¬ 
blems of economic growth but also in a 
sense of a higher priority, since the solution 
of those problems would also lead to the 
solution of the problems of growth. 

THE DEBT CRISIS 

The actual experience of the debt crisis of 
the last few years brought home to the 
industrial countries that there was something 
seriously wrong with this view. The essence 


if the dri)t problem is that while the total 
debt and net external borrowing of some of 
the major capital importing countries, parti¬ 
cularly from private debtors, was growing 
very fast till about 1982—and this growth 
was quite phenomenal in 1980, 1981 and 
1982—they suddenly decelerated and in the 
case of private creditors showed a sharp 
decline, in the following three years—1983, 
1984 and 1985. The net interest payments 
abroad by these countries however remained 
at a very high level, diverting an increasing 
proportion of their exports of goods and 
services, and thereby increasing the risk of 
default on payments by these countries. This 
drying up of new money happened however 
in precisely those years when these countries 
had made substantial efforts of balance of 
payments adjustment along the usual lines, 
and achieved significant improvements in 
their external current account positions. The 
current account deficits of countries with 
recent debt servicing problems—a category 
used by the IMF to include most of the 
highly indebted countries—increased from 
a S 39.6 billion in 1980 to $ 63-1 billion in 
1982. But the deficits came down to S 21.9 
billion in 1983, S 8.6 billion in 1984 to as 
low as S 3.1 billion in 1985. If one looked 
at only the figures of trade balances, the 
deficits which were as high as $ 20.8 billion 
in 1981, changed into a surplus of S 22.3 
billion in 1963, 5 35.5 billion in 1984 and 
$ 33.7 billion in 1985.' 

The improvements in the balance of 
payments position thus were extremely im¬ 
pressive in these countries and were un¬ 
doubtedly the result of the adjustment 
polic'es followed by them. The private 
capital markets, however, which are sup¬ 
posed to be the best assessors of the future 
prospects of a country, did not consider 
these improvements in the current accounts 
of trade balances, a.s viable or sustainable. 
They not only did not increase their ex¬ 
posures to these countries, but actually 
brought them down significantly. The total 
long-term debt of these countries with recent 
debt servicing problems to the private 
creditors which increased f rom S 85.9 billion 
in 1980 to $ 123.2 billion in 1982, came down 
10 $ 114 billion in 1983, $ 107.9 billion in 1984 
and further to $ 97.8 billion in 1985. The dec¬ 
line in the short-term debt of these countries 
during these years was equally striking. 

So the private capital markets related a 
story in these years v.hich was different from 
the one that the economic orthodoxy would 
want us to believe. If balance of payments 
improved as a result of stringent adjustment 
policies of the traditional variety, it does not 
always improve the basic -health of the 
economy or at least the market does not 
necessarily accept it as a signal of improved 
viability. It also dawned upon the major 
industrial countries that if the situation did 
not improve, and if new money did liot flow 
into these countries, the debtors might 
default and the markets might collapse 
After all. a cumulative debt position remains 
viable only if new debts can be continuously 
contracted, and no country can be expected 
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to be indefinitely a net exporter of resource!), 
especially if it is a poor, savings-constrained 
economy. 

The reason for the private capital markets' 
assessment of the non-viability of the adjust¬ 
ment policies of these countries would 
become clear if one looked at the statistics 
on the rates of growth. For the countries 
viith recent debt servicing problems, the 
growth rate of real GDP in 1980 was 4.5 per 
cent and in 1981 it was 1.2 per cent. Then 
it became negative in 1982 at .-0.1 per cent 
and at a further -2.5 per cent in 1983 and 
then it increased to only 2.6 per cent in 1984 
and 2.9 per cent 1985. In per capita GDP 
terms, the records were more evidently 
dismal. It fell from 2.2 per cent in 1980 to 
-1.0 per cent in 1981, - 2.5 per cent in 1982, 
-4.8 per cent in 1983, +0.2 per cent in 1984 
and +0.7 per cent in 1985. Thus the years 
in which the balance of payments position 
did significantly well in these developing 
countries, were also the years when there was 
virtually no economic growth on the average, 
with a very sharp decline in per capita GDP. 
The capital markets recognised that policies 
that led to these results were not viable, and 
so the resulting improvement in the balance 
of payments did not improve the credit- 
worthiness of these countries. So the 
industrial countries realised that balance of 
payments adjustments must ensure also a 
sustained economic growth, without which 
the borrowing prospects of these countries 
would not improve. 

Framework of Pot.icibs 

From the point of view of the developing 
countries, this realisation is a major im¬ 
provement of the situation. For, if the 
industrial countrll^ ,are serious, and sincerely 
follow through the logic of the principles of 
adjustment with economic growth, they 
would soon recognise that their orthodox 
approach to the problems of balance of 
payments does not have a framework to deal 
with the problems of economic growth. 
When that is recognised, one can hope that 
the whole attitude of the industrial countries 
to conditionality and to the specific con¬ 
tractionary policy packages that are imposed 
on the developing countries would start 
changing. 

Let me try to elaborate on this point. First 
of all, it should be clear when a policy 
package is being worked out that the 
environment to which this package is ex¬ 
pected to apply is quite different from the 
world of developed industrial economies, So 
long as the design of these programmes is 
a simple extension of some identities, the 
environmental differences could be, 
although incorrectly, ignored. But when con¬ 
siderations of economic growth are explicitly 
brought up, it would be extremely difficult 
to suppress the differences in the structural 
characteristics of the economics. Even if the 
relationships are theoretically designed in an 
appropriate manner, their empirical e.stima- 
tions would show up the fact that reactions 
to changes in the exogenous variables would 
be different in an underdeveloped economy 


from those In a typical industrial economy. 
Thus changes in the exdiange rate, or 
increase in producer prices, or reduction in 
public expenditures might have quite 
different consequences from what were 
expected white formulating the usual designs 
of the programme. 

Secondly, and this is most important, the 
design of the traditional programme is based 
on relationships that assume that real in¬ 
comes are either constant or arc exogenou.sly 
determined. There is no model or design of 
balance of payments adjustment program¬ 
mes that has been developed which allows 
the growth of real income to be endogenous¬ 
ly determined. That is why most of the 
orthodox policies of balance of payments 
adjustment are demand side policies. What¬ 
ever is said about the supply side effects of 
exchange rate policies, trade liberalisation, 
reduction of public sector borrowing require¬ 
ments or removing the so-called price distor¬ 
tions to improve overall efficiency, they are 
brought into the design from outside, on the 
ba.sis of their expected outcomes derived 
cither from a priori reasoning or from the 
experience of other countries. They are 
introduced in policy programmes even when 
it is highly risky to do so, in the second best 
world, where any particular second best 
policy without simultaneous changes in 
other policy variables may result in a situa¬ 
tion worse than before. 

The orthodox balance of payments 
adjustment programmes, based on a mone¬ 
tary approach to balance of payments and 
elaborated on the old Polak model, are 
extensions Of accounting frameworks in¬ 
corporating some identies and a few simple 
behavioural relationships. The crucial 
equation in that model is given by the equa¬ 
lity of the increase in the liability of the 
banking system as d M with the net increase 
in the banking sectors’ assets of inter¬ 
national re.serves, d R, and net increase in 
the banks' claims on the public and private 
sectors as increase in domestic credit, d D. 
The increase in international reserves, is 
defined as improvement in the balance of 
payments or current account balances (i e, 
exports—imports of goods and services 
broadly defined). It follows from this that 
d R would be equal to increase in money 
supply (d M) minus increase in domestic 
credit (d D). The increase iti money supply 
is assumed to be equal to increase in money 
demand, and money demand is assumed to 
be a stable function of money income. 
Accordingly, if domestic credit is reduced, 
balance of payments would improve. A 
similar result can be obtained from the 
income-absorption approach, which says 
that domestic absorption or demand can 
exceed domestic resources (GDP—foreign 
lending) leading to a fall in reserves or a 
balance of payments deficit, to the extent 
that domestic credit expansion exceeds the 
increase in money demand. 

The most important condition for such a 
result to be true, is that the money demand 
function should be independent of the varia¬ 
tion of domestic credit. A sufficient con¬ 


dition for that is if money demand is a stable 
function of money income *and if money 
income is exogenously given, and is not 
affected by changes in domestic credit. In 
that situation, a country’s rate of absorption 
or domestic demand can be influenced Iqt 
changes in domestic credit. But if that is not 
so, and if changes in domestic credit or the 
level of absorption changes the level of 
income, the result on the balance of pay¬ 
ments becomes uncertain. 

In the later versions of the model, the 
exogeneity of the money income assumption 
has been modified by making the price level 
endogenous, but the real income exogenous, 
and the system has been closed by introduc¬ 
ing another policy variable, such as exchange 
rate, besides variations in domestic credit to 
determine the changes in reserves and the 
price level. But the level of real income has 
remained exo.genous. A feeble attempt has 
been made by some economists following an 
even more crude Warld Bank model to make 
the real incomes a function of the rate of 
investment, through an incremental capital- 
output ratia But then the rate of investment 
has been made exogenous, and the incremen 
tal capital-output ratios a constant, which 
do not help matters at all.'* 

let me hasten to add that I am not trying 
to criticise anyone for not incorporating a 
real incomes equation in any of the adjust¬ 
ment models. It is just a fact that in the pre¬ 
sent state of our knowledge about the 
analysis of economic growth, we are unable 
to design a model, where targets of economic 
growth and balance of payments can be 
achieved simultaneously with any degree of 
certainty by changing or oiierating on some 
clearly identified policy variables. The only 
effect of which we can be reasonably certain 
is that if we can reduce domestic demand 
sufficiently, we can realise a balance of 
payments target. But that level of reduction 
of domestic demand may be contractionary 
not just of money income but also of the 
level and the rate of growth of real income. 

Some Implications 

In other word.s, a recognition of the need 
for relating balance of payments adjustment 
to economic growth should lead to a re¬ 
assessment of policies that are normally 
recommended by the economic orthodoxy 
for balance of payments adjustment. 
Clearly, one could not any longer go by an 
overall model of general applicability to all 
countries based on unidirectional and un¬ 
equivocal relationships between policy 
instruments and target variables. One 
possibility, would be to proceed step by step 
with some policy functions properly speci¬ 
fied, e.stimate the parameters and derive the 
values of policy variables related to a level 
of target outcomes. In this way a whole 
gamut of supply side policies can be intro¬ 
duced, taking care however of their'mutua 
interactions. For example, there are studies 
of empirical estimates of the growth rate of 
real ouipui as functions of monetary and 
fiscal variables, such as domestic credit to 
the private sector and domestic credit to the 
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public sector, output gaps, i e, deviation of 
actual output from potential output: and 
growth of exports. The potential output can 
be estimated as functions of rate of real 
investment and the growth of labour force. 
The rate of exports may be functions of real 
income, exchange rates and the domestic 
price level. Similarly one can estimate an 
import function. Once these relations are 
estimated for a specific economy, it may be 
possible to build up scenarios with alter¬ 
native outcomes, for alternative values of 
exogenous variables.’ 

An immediate consequence of this 
approach would be to bring out in the open 
some of the implicit theorisation behind the 
Fund prescriptions and subject them to the 
rigours of empirical tests. For example, the 
usual recommendation about exchange rate 
depreciation will have to be preceded by the 
empirical estimation of the relationships 
between exchange rate variation and the 
balance of payments, as well as the rate of 
inflation and the changes in the level of 
output. Since the values of the parameters 
would vary from country to country, the 
nature of the recommendations would also 
be different, especially when the appropriate 
tradeoffs and the requirements of the com¬ 
plementary policies are fully worked out. 
Similarly, the usual prescriptions about ceil¬ 
ings on domestic cr^it would be predicated 
upon estimates of their impact not only on 
the level of absorption but also on the 
volume of production. Further, since the role 
of the government is different for different 
countries, it would be hard to generalise that 
all government expenditure is eonsumption 
and that a contraction of domestic credit to 
the government will necessarily reduce only 
absorption and thereby improve balance of 
payments. 

Another advantage of dealing with a set 
of empirically estimated relations and alter¬ 
native scenarios built upon them, is the 
possibility of introducing contingency pro¬ 
visions. If some of the exogenous variables 
change during the period when a programme 
is being implemented, this would allow for 
adjustments in policies or supplementary 
action by the trading partners or the provi 
sion of additional finance by the inter¬ 
national community. 

In actual practice, this approach is fol¬ 
lowed in some form or other by most coun¬ 
tries in their national policy-making. The 
sophistication and comprehensiveness of 
this approach would of course depend upon 
the nature of the available information. 
However, if an international institution like 
the IMF also follows this approach in assess¬ 
ing an adjustment programme, it will not 
only improve the quality of the exercise and 
statistical information but also stimulate 
research on the problems' of balance of. 
payments in developing economies. How¬ 
ever, thne are two implications of this. 


approach that should be noted. Its 
usefulness depends very much upon the 
specification of the functional equations and 
the appropriateness of the estimate of the 
parameters. Secondly, most of the policy 
responses would bg related to the time 
allowed for their effects to work out. And 
whether a particular policy would be recom¬ 
mended or not would depend upon how 
much time the economy would be allowed 
to sustain these policies, which in turn would 
depend upon how much finance is available 
to the country to wait for the policy out¬ 
comes to fructify. 

The last point is more general than the 
specific approach that 1 am talking about. 
In general, the demand side policies for 
balance of payments adjustment can be 
effective in a relatively short period, while 
they are^ore often than not, contractionary 
and conTlicting with economic growth. The 
supply side policies that work on both the 
le\'cl and the rate of growth of output, and 
also .achieve a balance of payments outcome, 
take time to work out. How much time they 
take is an empirical matter. But whether they 
can be recommended or not as an appro¬ 
priate policy would depend upon whether 
a country could command sufTicient finance 
to meet the deficits during that period. In 
other words, the policies for balance of 
payments adjustment with growth that can 
be adopted by a country, depends upon the 
amount of finance that is available. It 
follows that if the IMF recommends a set 
of policies for balance of payments adjust¬ 
ment with growth, and a country accepts 
those recommendations and goes about to 
implement them, the Fund as a responsible 
organisation should ensure that adequate 
finance is available to that country for the 
period the policies take to work themselves 
out. 

Thus the new approach to balance of pay¬ 
ments adjustment with growth would neces 
sariiy imply a change of the role of the Fund 
in the international monetary system. The 
Fund was created in the immediate post-war 
period to help the reconstruction of the 
international economy. During the almost 
forty years of its existence, it has developed 
into the most crucial institution supporting 
the international monetary system, by 
responding to the challenges of the evolving 
situation. But no institution can take its 
effectiveness and even its chance of survival, 
for granted. That would all depend upon 
how successfully it can cope with the new 
probinns, and for an international institu¬ 
tion, how it can meet the aspirations of its 
international membership. In the context of 
the developments in the world economy in 
the I^SOs, how effectively the Fund can work 
out the change of its role in the process of 
balance of payments adjustment with 
growth will determine not only the future of 
the Fund, but also the viability of the current 
system of international money and fiiumce. 


Match 7, 1987 


Notes 

[I'his is a revised ver.sion of the keynote address 

delivered to the Sri Lankan Economic Associa¬ 
tion meeting at Colombo on December 21, 

1986.] 

1 The position of the developing countries 
about the problems of balance of payments 
adjustment and the role of the International 
Monetary Fund has been presented in the 
Report of the G-24: “The Functioning and 
Improvement of the International Monetary 
System", printed in IMF Survey, September 
1985. The set of isues raised here, among 
others, has been discussed extensively In: 
Arjun Sengupta: 'The Functioning of th* 
international Monetary System: A Critique 
of the Perspectives of the Industrial Coun¬ 
tries* in World Development, Vol 14, No 9, 
September 1986. Some of the issues regard¬ 
ing conditionality and the role of the Fund 
are elaborated in John Williamson: The 
Lending Policies of the International 
Monetary Fund’ in “IMF Conditionality”, 
edited by J William.son (Washington, Institu¬ 
tion for International Economics, 1983). 

2 The orthodox approach to balance of pay¬ 
ments adjustment, as reflected in the IMF 
programmes, has developed on the basis of 
a 1957 paper by Jacques Polak: ‘Monetary 
Analysis of Income Formation and Payments 
Problems', International Monetary Fund, 
Stuff Papers, 1957, reprinted in “The 
Monetary Approach to Balance of Payments: 
A Collection of Research l>apers by Members 
of the Staff of the International Monetary 
Fund ", published by the IMF (V^^shington, 
1977). The latter volume contains papers 
elaborating on the developments of this 
approach. A lucid prescnuition of the current 
practice will be found in Guitan, Manual; 
“Fund Conditionality; Evolution of Prin¬ 
ciples and Practices” (IMF. Washington, 
1981). 

3 International Monetary Fund; “World Eco¬ 
nomic Outlook", October 1986, Washington. 

4 Besides the collectionof papers referred to 
above, IMF (1977), the description of the 
World Bank approach will be found in “The 
Revised Minimum Standard Model” Com¬ 
parative Analysis and Projections Division, 
Economics and Research staff. World Bank 
May 1980, and the paper by Mohsin S Khan, 
Peter Montiel, and Nadeem Ul Haque: 
'Adjustment with Growth; Relating the 
Analytical Approach of the World Bank and 
the IMF’, Discussion Paper, Development 
Policy issue Senes, The World Rank, oiciober 
1986. 

5 An example of such an empirical approach 
may be found in Mohsin S Khan and 
Malcolm D Knight; “Fund-Supported 
Adjustment Programmes and Economic 
Growth”. IMF, Washington, November 1985; 
as well its the paper by Mohsin S Khan: 
‘Some Theoretical and Empirical Issues 
Relating to Economic Stabilisation in 
Developing Countries’, World Development 
(Oxford), Vol IV, September 1982. 
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Some Ikends in European (Mainly Biitish) EBstoiiography 

of Modem India 

Claude Markovits 

Indian historians are playing a major role in the development of the discipline qf modem Indian history a 
role which is bound to increase as more resources and talent go into that field in India. However, British historians 
cf the 1970s and J980s were instrumental in placing the discipline on a more scientific footing and x>me of their 
contributions will without any doubt be of tasting value. 

This rapid survey reviews the contribution made by some British historians to the historical literature on modem 
India. What is presented is a study of trends, with the focus on works which have played a significant role in 
the intellectual history of the discipline. 


IN most European countries, modem Indian 
history is still a relatively little-developed 
field. The weight of the tradition of classical 
indology, added to the sociological-anthro¬ 
pological orientation of modern South 
Aslan studies in most universities explains 
this state of things. Britain is the only coun¬ 
try in Western Europe where modern history 
has gained some sort of recognition as a 
legitimate academic discipline within the 
field of South Asian studies. That is why I 
shall focus, in this rapid survey, on the con¬ 
tribution made by some British historians 
to the historical literature on modern India. 
What I present here is a study of trends,’not 
of personalities, and I have tried to focus 
only on these works which appear to me to 
have played a significant role in the intellec¬ 
tual history of the discipline. 

The reasons why Indian history developed 
as a discipline earlier in Britain than else¬ 
where are too obvious to need elaboration. 
Suffice it to recall that the study of Indian 
histroy was initiated by men like Mill' and 
Elphinstone’ who were prominent func¬ 
tionaries of the East India Company and 
whose scholarly endeavours, even if they still 
merit our admiration, were very directly 
related to political necessities in an age of 
imperial expansion. If Elphinstone showed 
a real empathy with Indian civilisation, the 
dominant trend in British historical studies 
of India in the 19th century was the one 
inaugurated by Mill, who treated the pre¬ 
colonial past of India simply as a back¬ 
ground to the activities of the Britishers in 
the sub-continent. Thus grew this strange 
discipline called "imperial history’’ which 
studied in great detail the administrative and 
political transactions of the British in India, 
but paid scant attention to Indian society, 
which flgured only as a picturesque, if 
slightly threatening, backdrop to British acti¬ 
vities. In the histories of British India which 
were produced in ever increasing numbers,’ 
strong emphasis was placed on the role of 
personalities and thus started the labelling 
of phases of Indian history after the name 
of such or such viceroy which has persisted 
to this day in many schoolbooks. The inter¬ 
pretative scheme which underlay these studies 
was the ’whig’ conception of history,^ as it 
found expression for instance in Lord 
Acton’s famous inaugural lecture delivered 
at Cambridge in 189S.’ India was thus seen 
to be progressing slowly but surely towards 


the ultimate goal or constitutional freedom 
under the benevolent aegis of the British R^. 

However the growth of a nationalist ver¬ 
sion of Indian history, from the 1870s 
onwards,'’ partly linked to a renewal of 
orientalist studies in Europie, challenged the 
dominant views and had a stimulating ef¬ 
fect on some of the better British scholars 
of India. A man like W H Moreland, whose 
researches in the economic history of the 
Mogul period opened up a whole new field 
of study,’ was largely motivated by a desire 
to counter the nationalist critics of the Raj. 
If the last volumes of the "Cambridge 
History of India’’" were the culmination of 
^e apologetic trend in imperial history, 
Thompson and Garratt’s “Rise and Fulfil¬ 
ment of the British Rule in India’’" in¬ 
novated in granting serious consideration 
(although from a hostile point of view) to 
the phenomenon represented by Indian 
nationalism. 

NEW Trends 

It took the eventual victory of the na¬ 
tionalists to induce serious changes in the 
British historical perspective on India. 
However, in Pfercival Spear’s account of the 
history of modern India, first published 
independently before forming Part 111 of the 
“New Oxford History of India’’,'® the 
overall framework remained that of ’whig’ 
historiography, i e, the idea of a continuous 
progress towards constitutional liberty; but 
the view of Indian nationalism and of its 
place in the scheme of things was modified. 
Spear saw the Indian natioiialists as basically 
heirs to the liberal values brought to India 
by the British. He-thus strongly emphasised 
continuity between the last phase of the 
British Raj, that of the successive constitu¬ 
tional reforms of 1909,1919, and 1935, and 
the new independent India. His general view 
of Indian historical developments in the i9th 
and 20th centuries was decidedly optimistic 
and he paid only scant attention to the long¬ 
term demographic and economic trends. 
One can hypothesise Uiat this optimistic 
vision of Indian history was a reflection of 
the high hopes created among many western 
liberals by the apparent success of India’s 
democratic experiment, which ran contrary 
to all prophecies of doom made at the time 
of indepMdence. 

However, soon after the publication of 
Spear’s by now classical »»ount, the whole 


wnig interpreution of Indian history was 
challenged by Eric Stokes in his “The 
English Utilitarians and India’’," a book of 
inteliectuai history, the importance of which 
was probably not fully appreciated at the 
time of its publication, but which was to be 
a powerful influence on the next generations 
of British historians. Stokes’ most crucial 
finding was that in India English liberalism 
was confronted with an existing tradition of 
paternalism which “was able to make strong 
head against the reformist tides’’ and “suc¬ 
ceeded so far as to shift the emphasis of 
liberalism, by drawing out the latent authori¬ 
tarianism that resided in its doctrine”.'’ 
Thus Stokes was able to show that late- 
nineteenth century representatives of 
liberalism in India, such as Stephen and 
Strach^, who were strongly influenced by 
utilitarian ideas, stood clearly apart from the 
liberals of the Age of Reform in their strong 
distrust of the educated Indians and their 
preference for authoritarian solutions to the 
problem of governing India. With its strong 
emphasis on discontinuities, Stokes’ study 
was a clear refutation of whig evolutionary 
theory, which had seen an unbroken line 
extending from the Age of Reform to 
Nehru. In spite of the enormous advance 
represented by Stokes’ findings, it took 
another decade for a new approach to 
Indian history to clearly emerge in En^and. 

The emergence of new historiographical 
trends in the 1970s was not related only to 
developments in Britain. It owed a lot to the 
work of the American school of social 
anthropology, in particular to B Cohn and 
his pioneering studies at the crossroads of 
history and anthropology.” The tendency 
to focus on local and regional studies, 
which was to be one of the hallmarks of the 
British historiography of the 1970s was 
actually initiated in the 1960$ by historians 
working in American universities, such as 
Frylrenberg** and Broomfidd.” 

4t is generally accepted that the publicatk» 
in 1968 of A Seal's book, ‘The Emergence 
of Indian Nattonalitm’’,'® started the new 
trend in British historical studies of India 
However the real “manifesto’’ of what 
became known as the ‘Cambridge -schoor 
came out only in 1973 in flK form of the cot* 
lective volume entitled “Locality, Province 
and N?*‘on"” of which Seal wrote Ute 
introduction. There was some shift in em¬ 
phasis betwem the 1968 book and the 1973 
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volume, from an analysis conceived munly 
in terms of regional elites to one which cen¬ 
tred around local factions. The orientation 
towards the study of these factions as the 
basic units of political mobilisation in India 
was confirmed in several books published 
after 1973 by some of the contributors to the 
volume, in particular by Baker, Bayly, 
Robinson and Washbrook.'* 

•Crisis of Empire’ 

In spite of this shift in emphasis and of 
differences between the approaches of these 
various scholars, some common trends were 
clearly perceptible and they undoubtedly 
added up to a kind of historiographical 
revolution. Seminal to alt these developments 
was a new concept of the ‘crisis of Empire’ 
which started in India at the end of the 19th 
century, one of its most visible manifesta¬ 
tions being the growth of a political move¬ 
ment directed against British rule. Tradi¬ 
tionally this crisis had been rented by 
historians to the spread of western-style 
education and, the birth of a new class of 
littcrati who had gradually been driven into 
opposition to the Raj by the slow pace of 
political reforms. The Cambridge historians 
however took a different view of it: they were 
influenced in this by the ideas of Jack 
Gallagher, the well known writer on the 
‘imperialism of free trade’ who had shifted 
his interests from Africa to India. Although 
his writings on India are few and scattered, 
he was a major force in the development of 
the new “school". He was largely instrumen¬ 
tal in drawing the attention of historians to 
the financial aspects of the crisis of empire 
in late 19th century India. Seen in this light, 
imperialism lost much of its glamour: im¬ 
perial proconsuls were no more the semi¬ 
gods one had been made to belicVe they were, 
but men who had to run an immense em¬ 
pire with limited financial resources. Even 
more than on the existence of a strong army, 
the stability of the Raj rested basically on 
the existence of an extended network of local 
collaborators, whose loyalty was not uncon¬ 
ditional. The big men in the localities, the 
local bosses, were thus the real backbone of 
the Raj, those who ensured the flow of 
resources from the local level to the higher 
levels in the political system. When in the 
1870s the colonial government, burdened 
with ever-increasing commitments (in par¬ 
ticular an escalation in military expenditure) 
sought a devolution of some financial 
responsibilities to local authorities, it set in 
motion a whole process of political change. 
For the local bosses allied themselves with 
the litterati, who had been the founders of 
the first political associations, the fore¬ 
runners of the Indian National Congress, to 
take control of the newly-created local 
boards. In many regions outside the two 
rngjor presidencies of Bengal and Bombay, 
these magnates became the backbone of the 
local nationalist movement, the litterati 
being too few and scattered to play an im¬ 


portant political role. However, once they 
had obtained by the mid-189()s some devolu¬ 
tion of power from the colonial government 
at the local level, they ceased to be politically 
active In a later phase, starting around 
190S-1910, some 9f them, in the wake of 
growing popular opposition to British im¬ 
perialism. changed the scale of their opera¬ 
tions and. from purely local figures, trans¬ 
formed themselves into regional politicians. 
But by then they had to contend with a 
strongly-entrenched group of publicist s- 
tumed professional politicians and the pat¬ 
tern of their intervention in the political life 
underwent great changes. After the pro¬ 
vinces had emerged as crucial arenas in the 
political system, a structure of ‘national’ 
politics could gradually establish itself but 
factional strife remained one of the basic in¬ 
gredients of Indian politics even at the na¬ 
tional level. 

The view of the development of Indian 
nationalist politics presented by this group 
of historians was without any doubt fairly 
cynical. Some of them (Washbrook in par¬ 
ticular) went even to great lengths to deny 
the existence ot any ideological aspect in 
Indian tiationahsin, which they analysed 
purely in lerrns of a struggle for the loaves and 
fishes or office. As well as cynical, their view 
of Indian history also tended to be 
pessimistic, and thus stood in sharp contrast 
to Spear’s optimism of the 1950s. Thus 
Gallagher ended his account of the decline 
of the Congress party in Bengal on the 
following words: ‘The province which had 
inspired Indian nationalism was sacrificed 
for its sake. Imperialism devours its own 
children. Nationalism devours its owi 
parents’.”' Such pessimism may be at least 
partly explicable in terms of the disiilusioi.- 
ment many western intellectuals felt about 
India. By the early 1970s the image of the 
great progressive Indian democracy had been 
shattered. The 1962 defeat at the hands of 
the Chinese, Nehru’s death followed by the 
Congress .split, the repression of naxalite ac¬ 
tivities and persistent economic difficulties 
had ali contributed to a serious erosion of 
India’s picsiigc in the west. 

Although the so-callcd ‘Cambridge 
school’ came to, dominate the field of 
modern Indian studies in Britain in the 
1970s, other historians not linked to this 
group also made important contributions, 
lb quote only two names, E Stokes produced 
his penetrating studies of the 1857 rebellion 
which did so much lo rejuvenate a worn-out 
topic and some of his writings on India’s 
agrarian society were collected in a volume,^ 
while J Brown pursued a thorough study of 
Gandhi and of his impact on Indian 
politics,^' a topic which the Cambridge 
historians had largely avoided. 

By the late 1970s and early 1980s the 
Cambridge historians themselves were 
becoming a much more diversified group, 
as each scholar tended increasingly to pur¬ 
sue his own interests. The new collective 


volume published in 1981 under the title of 
“Power, Profits and Politics’’.^ whose con¬ 
tributors were only partly those of the 
1973 volume, lacked a clear focus, even 
if it included valuable contributions by 
Gallagher, Seal and Washbrook. 

ATTEMPT AT A ‘TOTAL’ HISTORY 

The new orientation of some of the 
Cambridge historians became clearer with 
the publication, in 1983, of Bayly’s "Rulers, 
Ibwnsmen and Ba/aars’’,^ and, in 1984, of 
Baker’s “An Indian Rural Economy’’.^ 
These are two massive and very ambitious 
works aiming at giving a ‘toul’ picture of 
a regional society and of its economy over 
a long span of time I shall dwell heie at 
some length on Bayly’s study which has been 
widely acknowledged as the most important 
recent contribution to the historical literature 
on modern India and has already established 
itself as a kind of classic. A work of astoun¬ 
ding scholarship, based on a wide variety of 
source materiais, it has been the spearhead 
of a real historiographical revolution as far 
as the 18th century in India is concerned. 
But, in the perspective of this brief survey, 
its most interesting aspect lies in the way it 
distances itself from the traditional concerns 
of imperial history, although it is a study of 
a period of imperial expansion (northern 
India between 1770 and 1870). Rather than 
concentrating firstly on the policies of the 
British and then on the local responses to 
these policies, as that kind of study generally 
does, it sees the new rulers as part and parcel 
of the .society they are trying to rule. In the 
framework of political economy adopted by 
Bayly, the emphasis is on the local con¬ 
straints as they tend to shape British rule 
The British operating in an Indian environ¬ 
ment are moulded by it much more than they 
mould It. The existence of a basic continuity 
between the pre-colonial and colonial pat¬ 
terns of political dominance is strongly sug- 
ge.sted. This is of course possible only 
because Bayly has treated the colonial state 
as a topic of interest per se and not just as 
a ‘background’ to the establi.shmcnt of 
British rule. One of the great merits of 
Bayly’s work thus lies in the fact that it views 
the history of northern India from the point 
of view of the local society and relates the 
role of the foreign rulers to the place they 
carved for themselves in this society. Even 
in the Age of Reform, which saw a deliberate 
attempt at introducing significant changes 
in the local economy and .society, the British 
impact remained limited. Only with the 
building of the railways and the increased 
commerciaii.sation of agriculture thus 
brought about did the British achieve signifi¬ 
cant results, which are discussed in the ter¬ 
minal section of the book. 

Bayly’s view of the way colonial domina¬ 
tion was established and consolidated in one 
major Indian region is markedly different 
from the views of either the ‘whig’ historians 
or those belonging to the anti-imperialist 
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school. Whether his conclusions can be ap¬ 
plied to the cases of other regions and pave 
the way for a significant revi.sioti in the 
history of British colonialism in India is an 
open question. What is sure is that, in the 
attempt at writing a 'total* history, encom¬ 
passing not only the economics and the 
politics of the society but also the mental 
and cultural aspects, the influence of the 
French historical school is easily traceable. 
Of course Bayly is not the first one to have 
tried his hand at practising histoire des men- 
talites in an Indian context. The group of 
historians bringing out the “Subaltern 
Studies” series,^’ which includes both 
Indians and Britishers,^* has been par¬ 
ticularly active in that direction. Differences 
between Bayly and the ‘subalternists* would 
centre around the respective roles of the 
elites and the mas.ses in historical develop¬ 
ments. While Bayly does not deliberately 
ignore popular attitudes and reactions, the 
nature of his source material, drawn on the 
one hand from British archives and on the 
other hand from private archives of big 
Indian families leads him to give special em¬ 
phasis to the role played by the urban elites 
in the history of northern India. The ‘sub- 
altcrnists' have tried to get round the dif¬ 
ficulty created by the ‘elitist’ nature of the 
sources but it is open to question whether 
they have really been able to overcome this 
limitation. As for Bayly, where he is most 
open to criticism is in his treatment of 
religious problems: he probably pays too 
little attention to popular religion and to the 
part it may have played in the dynamics of 
regional society and politics. But, more 
positively, his work testifies to the fecundity 
of an approach to Indian history which has 
developed out of the traditional discipline 
of imperial history but has managed to 
outgrow its narrow concerns and has made 
a major contribution to the study of Indian 
society. 

rONVBNTIONAl. VlfcW NOT EXTINCT 

However, that a more conventional and 
restricted view of Indian history is still very 
much alive in Britain comes through most 
clearly if one examines J Brown's recently 
published “Modern India; The Origins of 
an Asian Democracy”,^’ a book which has 
enjoyed widespread diffusion. This am¬ 
bitious work by the well known Gandhi 
specialist has the merit of putting together 
the results of a lot of recent research in the 
history of modern India (although the 
author curiously seems to ignore most of 
what has been written on the topic by 
Indians) but the point of view it puts for¬ 
ward seems a return to the problematic of 
the early Cambridge school which Us pro¬ 
moters themselves appear to have largely 
abandoned. At the same time it shows a 
resurgence of the whig interpretation. In this 
work the history of the last one hundred 
years in India is presented mainly as the 


result of the interplay between British rulers 
and Indian elites, the former progressively 
creating a framework in which the latter 
could insert themselves and learn the poli¬ 
tical skills necessary to the setting up and 
survival of a democratic polity. Such a 
gradualist view is strongly reminiscent of 
Percival Spear, even if greater sophistication 
goes into the detailed analysis of the rela¬ 
tionship between Britishers and Indians. 

It would probably be unfair to accuse 
J Brown of succumbing to the mood of ‘Raj 
nostalgia’ which is so prevalent in Britain 
these days. However it remains to be seen 
how far historical scholarship can totally 
isolate itself from powerful trends in the 
public mood of a country at a given moment. 
British historians will need a lot of courage 
to resist the tide and to avoid complacency 
regarding the role played by their country 
in the history of India. 

Therefore British historical scholarship on 
modern India seems to be at crossroads. 
Deprived of the two key figures of Jack 
Gallagher and Eric Stokes, who had played 
such a role in its dev'elopment, it will have 
to rc.sist both Margaret Thatchci's drastic- 
budget cuts and the British public’s increas¬ 
ing taste for imperial fairy tales. I^ck of 
talent is certainly not the problem, but scai- 
city of resources and absence of a clear 
policy are obstacles which will not be easily 
overcome. Vet it would be a great pity to 
.see British historians withdraw from the 
field of Indian studies. Although Indian 
historians are already playing a major role 
in the development of the discipline of 
modern Indian history, a role which is 
bound to increase as more resources and 
talent go into that field in India, it remains 
nevertheless that British historians of the 
1970s and 1980s were largely instrumentai 
in placing the discipline on a more scientific 
footing and that some of their contributions 
will without any doubt be of lasting value. 
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“All within Limits” 

Radioactive Waste Disposal at IRE 

V T Padmanabhan 

The Indian Ran Earths (IRE) Plant at Alvtaye in Kerala processes thorium bearing mineral sands nieasing 
highly radioactive waste. Environmental contamination can occur either because of the improper disposai of these 
wastes or because of accidental nlease of such material. This article which appears in two parts reports on the 
status of radioactive waste disposal at IRE and points out that the piant may be disngarding standard interna¬ 
tional scientific practice and so posing a grave thnat to the environment and the population. 


Ground Disposal -wrii Pi-tit ion 
OF Floor Panc hayat 

IRE Mas advised to discontinue the matinc 
disuosal of radwaste during the late 
sixties, according to the Central Marine 
Fisheries Research Institute (CMFRI) 
sources. A report showing that the institute 
found radioactive contamination in the fish 
samples collected from the Arabian Sea 
which appeared in all the major national 
dailies (including Malayala ManoraPia and 
the Indian lixpress) has not been denied 
so far. 

Around 1970, the marine disposal was 
di.spensed with. Since then the waste used 
to be stored in the factory compound in 
RCC barrcLs. In I9R1 ground burial of these 
barrels was resorted to. In that year 2,7(X) 
barrels were buried in IRF compound—in 
close vicinity of a sulphuric acid plant of the 
I'ertilisers and Cheniicals Travancorc Ltd 
(lACT) and the livcr IVriyar. As of today 
4,500 barrels have so far been buiied. There 
are ihri'e variables to be considered while 
e.samining the correctness of this action— 
VI/, nature ol the waste—the half lives of 
the elemenis, their types of radiation and 
tosicity, secondly the ttuality of the recipient 
environment and thirdly, ihe barriers 
between the waste and environment In this 
section, these variables arc examined in 
details,' 

These wastes dumped in the factory com¬ 
pound on the banks of river Periyar in Floor 
panchayat in 1981. This disposal action was 
challenged in the Kerala High Court by the 
Eloor panchayat (Original Petition No 240 
of 1981 Cl). Along with his counter-affidavit, 
the manager of Indian Rare Earths, 
B Paraineswaran Nair enclosed a certificate 
from K G Vohra, head division of radio¬ 
logical protection of BARC. The lirst 
sentence of the certificate reads; “Ihe com¬ 
petent authority has examined in detail the 
health and safety aspects and environmental 
aspects of the storage of low level radioaciive 
waste in the underground trench within the 
boundary of the Indian Rare Earths Factory 
at Alwaye” (emphasis added). “The com¬ 
petent authority further certifies the practice 
being completely sound and in confirmity 
with the national Regulations and Inter¬ 
national Practice.” 

The disposai action is, it is clear from 
above, contrary to all norms laid down by 
the International Atomic Energy Agency, 
because the classification of the waste itself 
is not correct. What has been disposed of 


at the IRE compound is not low-level 
radioactive waste, but mill tailing. 

There arc other interesting points as well 
in the coiinicr-affidavit in defence ot 
the disposal action, the manager in his 
countcr-aflidavit quotes from a book by 
C A Mawsons of Atomic Energy of Canada 
Ltd “Solid waste loo active foi direct 
ground burial could be stored in concrete 
facilities like Ihe basement of a house with 
metal shield at the joint. When the trench 
IS filled, sand is added to give a smooth 
siirtace and conciete roof is poured on the 
tup. A similar method has been adopted by 
this respondent as well.” Interestingly, what 
Mawson de.scribe.s is not the disposal of mill 
tailings containing long lived actinides. 

The manager goes on “this has been 
accepted by the lAl-A Vienna in the safety 
series no 15, entitled “Radioactive Waste 
Disposal into the Ground." 

'The International Atomic Energy Agency 
is an uiganisaiion of mickar power autho¬ 
rities all over the world. It docs not have any 
anti-nuclear activist on its board. India is 
also in the Governing Council of IAEA. 
IAEA publishes two types of documents— 
firstly technical books on various aspects of 
nuclear energy which arc part of informa¬ 
tion exchange programme and secondly 
regulations and safety guidelines for various 
operations within the ambit of nuclear 
power. 'The second category of doctiinenis 
also have a code of practice and the member 
nations arc supposed to strictly abide by the 
code. However, being a pro-industry orga¬ 
nisation, IAEA standards are them.vclves not 
all that .strict. 

let IIS examine the IAEA document 
quoted by the manager. “Radioactive Waste 
Disposal into the tiround”. Safety series 
No 15-STl/PUB.'10t is a report prepared by 
the International Atomic Energy Agency on 
the basis of discussions by an ad hoc panel 
of experts convened by the agency under the 
chairmanship of Mahmoud of the United 
Arab Republic. The present work is an 
analytical study on information on disposal 
into the ground with enipha.sis on low and 
intermediate level wa.stc." This book was 
first published in 1965. 

Firstly this document does not deal with 
mill tailings. Secondly, in the fast changing 
world of nuclear science, information con¬ 
tained in this book, published two decades 
ago, might have become outdated. 

IAEA has published yet another book, 
entitled “Management of Wastes from 
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the Mining and Milling of Uianium and 
Thorium Ores; A Code of Practice and 
Guide to the code” Safety series No 44-11 
PUB/457. 'At the UN conference on the 
human environment, which look place in 
Stockholm from June 4 to 16.1972, govern¬ 
ments were asked to explore with the IAEA 
and other appropriate international orga¬ 
nisations intei national co-operation on 
ladinaciive waste problem including the 
problem of mining and tailings disposal. 
Accordingly, the agenev convened a panel 
meeting of experts in Ottawa, Canada from 
July 8 to 12, 1974 to review past and present 
waste management practices in the uranium 
and thorium milling industry and to develop 
the background reference material required 
to formulate a code for waste management 
in the industry. The text was completed by 
a second advisory groups of experts which 
met in Vienna, Austria, from May 12 to 
16,1975. This btwk is in two parts. The first 
part is the code of practice approved by 
the boaid of governors of the IAEA in 
June 1976 as part of the agency's “safety 
standard.S”. which arc applied to those opera¬ 
tions undertaken by the member stales with 
the assistance of the agency. The second part 
of the book, the guide to the code, indicates 
ways in which the requirement of the code 
may be met. The information in the guide 
reflects the current, best available techno¬ 
logy. This book was published in 1976—-five 
years before Ihe manager signed his counter 
affidavit. A copy of this book is available 
in the reference section of B.ARC library at 
TTombay. 

I.ei us now see if there is anything wrong 
with'the disposal of radioactive wastes at the 
factory compound. For this, wc would have 
to examine thiee paiameiors: the nature of 
the waste, the quality id the immediate 
cmiromneni of dispos.ii ;iiul the method ol 
disposal iiscll. 

N.mi ri c)i nil W-\sii 

I he null tailing which is slightly blackish 
in colour and in viscous foim contains two 
major radionuclides of impoitance — 
uranium 2J8 and inesothorium which is an 
isotope of ladium. These two nuclides are 
poles apart when the two most significant 
qualities arc coiisidcrcd: uranium has a half 
life of 4.56 billion years, mestoihorium on 
the contrary has a half life 6.75 years. The 
relationship is reversed when the toxicity of 
the nuclide is considered. Mesothorium 
belongs to Group 1—very high toxicity - 
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while uranium belongs lo Group 4—low 
toxicity. (This IAEA classification is ba.sed 
on the damage it can do when it enters the 
body.) Mesothorium is the most dreaded 
radionuclide in the main tine decay chain of 
thorium, because of its high energy beta 
activity. 

Recall the definition of long-lived waste 
quoted at the opening of this .section: “Waste 
that will not decay to an acceptable activity 
level ill a period of time during which 
administrative controls can be expected to 
last”. Would our information storage system, 
our national boundary, our form of govern¬ 
ment, etc, last for billions of years till the 
uranium dumped off at Elcor decays to 
lead? Remember, when you deal with radio¬ 
active nuclides (the long lived ones) you are 
dealing with geological time—not historical 
time. 

I'hc IRE manager in his affidavit says: 
“Being in a sulphate form the radium in the 
waste IS in an insoluble slate”. This sentence 
is to allay your fear that at some future date, 
the waste might migrate to the river system 
and contaminate the drinking water. Being 
in an insoliiablc state, you could even .store 
it in your wafer tank. This discovery by the 
manager of IRE is worth billions of dollars. 
Because the atomic energy industry every¬ 
where in ihc world have spent billions of 
dollars on a single problem—the manage¬ 
ment of high level radioactive wastes 
gciierated fiom the nuclear power and bomb 
industry. The problem remains unsolved 
even now. As of now, no nation has per¬ 
manently disposed of its high level waste, 
because of the fear that at a future date, the 
waste might migrate to the undergiound 
water and thereby, pose a threat to the living 
systems. Those wastes also could be turned 
into sulphate form and disposed of either 
in the sea of somewhere near the IRE 
compound. 

There is a chemical process called auto¬ 
radiolysis. The waste of IRE is in a solid 
state, but it is not totally anhydrous (walei 
free). The water content (in fact, the RE 
chloride which is a solution) is drained off 
mechanically by a press filer. The waste is 
in viscous state—to make it totally water 
free, it would have to be heated. This is not 
being done at IRE. Radiation causes the 
ionisation of molecules of water and their 
excitation. In simpler language, an electron 
isVnocked out. This results in breaking the 
chemical bund of water, which would yield 
hydrogen and oxygen. The reaction does not 
end there. More and more myriad chemical 
compounds are formed, most impottant 
among them is hydrogen peroxide which is 
a reducing agent. According to a Russian 
author: “The action of the natural radiation 
of a radioactive substance brings about the 
decomposition of a molecule containing a 
decaying radioactive atom and what is more 
important; there occurs the radiation decom¬ 
position of the surrounding molecules. This 
fact must not be ignored since radioactive 
substances when stored are contaminated 
with radiolysis products and in aqueous 


solutions, as a result of the reactions of 
dissolved radioactive substance with the 
radiolysis products of water, the chemical 
state of radioactive substance is changed” 
(Nesmay or P-152). 

The process is an extremely complex one: 
“By way of example of an inorganic reac¬ 
tion, here arc several facts relating to the 
radiolysis of water—a process fundamental 
for the understanding of all reactions in 
hydrous solutions. The principal difficulty 
of studying the mechanism of a radiation 
chemical process in experiment stems from 
the very short life times of the intermediate 
ions and free radicals occasioned by their 
extremely high chemical activity" (Shirokov 
and Yudin, pp 235, 236). 

.The scientists arc talking about their in¬ 
ability to observe and report the entire pro¬ 
cesses involved in radiolysis—under ideal, 
laboratory conditions where one could con¬ 
trol almost all variables which have a bear¬ 
ing on the reaction. Here, we are dealing with 
waste in nature, where none of the processes 
can be controlled. 

QUAI ITV OI the RF-CIHIENI 
Environment 

The area surrounding disposal site has a 
high population density. The occupancy rate 
of the area of I km radius would be about 
20,000 people, bccau.se of presence of five 
major factories and residential complexes, 
less than 30 metres away from the disposal 
site is a sulphuric acid plant complex of 
FACT. This complex which has today an 
installed capacity of over 700 tonnes of 
sulphuric acid per day has been in existence 
for nearly four decades. Any plant engineer 
would tell you that on an average, a quarter 
of tonne acid is lost every day. In this way, 
hundreds of tonnes of acid has leaked into 
the ground. The high acidity in the water 
surrounding the disposal ground was con¬ 
firmed by the manager of IRE, but he added 
that the acid comes from FACT. FACT does 
not intentionally waste the acid—which is 
an expensive item—the loss is inescapable 
at their level of technology. And the acid was 
there in the ground even before the IRE 
decided to dump its waste. 

The second point to be considered is the 
underground water. Being close to a peren¬ 
nial river, there is underground water the 
year round near the trench. Even during the 
summer, half the concrete structuic (some 
3.5 metres high) would be immersed in water 
which is acidic for reasons enumerated in the 
paragraph above. 

MODE OF DISFOSAI. 

Theoretically, there are three barriers 
between the waste and the environment. The 
first one is a polythene bag. Its strength 
being very superficial, it has just a cosmetic 
value. The RCC barrel and the concrete 
trench are the second and the third barriers. 

The barrel is of two inch thickness, and 
of about 1 metre height. The employee who 
was in charge of the disposal operations 
informs that many of the barrels were 


broken even before being placed in the 
trench. Many others got broken during the 
process of dumping. In 1985, there were over 
1,000 barrels in the factory compound 
awaiting disposal. Of these, I counted some 
forty barrels which were severely damaged. 
The above employee states: “When I talked 
to the manager of the consequences of bury¬ 
ing the brolwn barrels, he told me to do my 
duty and keep quite*’. 

According to international regulations and 
practices, the nature and classification of the 
waste has to be inscribed on the container. 
The symbol of radioactive (with appropriate 
colour) has also to be painted on the con¬ 
tainer. These precautions are taken for 
identifying the container and the contents, 
at a future date. The barrels dumped at the 
IRE compound contain just their serial 
numbers, stenciled in black paint. 

The third barrier is the trench. All the 
trenches are three and a half metre deep. 
The base had a 15 cm thick M-25 grade con¬ 
crete over which is a 10 cm thick polythene 
sheet and on top of this again a 40 cm thick 
concrete of M-25 grade. There are sealing 
compounds at all the four corners. The walls 
are 25 cm thick, again made of M-25 grade 
concrete. The walls are painted with epoxy 
resin to ward off the action of acid. After 
the trench is filled with the barrels, a layer 
of sand is deposited over it and then sealed 
with a concrete slab. The cement used is 
pozzoulana variety. 

Fozzoulana cement has a high ash content 
and hence is cheaper than Portland cement. 
Like the ordinary cement, its main ingredient 
would be calcium reacts oxide about 60 per 
cent. The sulphuric acid around the trenches 
with calcium oxide (in the cement) and yields 
calcium sulphate Calcium sulphate does not 
have the binding property of calcium oxide 

Under normal condition (overground) the 
projected life of the cement is 100 years. 
However, cement has been with us only for 
the last fifty years. Mesothorium constitutes 
about 60 per cent of the total radioactive 
materials disposed of at the site. We know 
that its half life is 6.75 years—it needs twenty 
half lives for a radionuclide to be environ¬ 
mentally safe. Which means another 135 
years from now. I have omitted uranium in 
which case the risk would persist for billions 
of years. 

Many of the barrels as noted earlier were 
broken even before the disposal. One is not 
in a position to assess/predict the influence 
of autoradiolysis on the chemicals inside the 
barrel and also the polythene bag and the 
barrel itself. The management’s arguments 
that all the precautions have been taken is 
true only if one is considering the disposal 
action independent of the chmcteristics of 
the recipient medium. In other words, the 
medium is unsuitable for receiving this class 
of waste, no matter what precaution you 
take. 

The manager reiterates that the environ¬ 
ment is being monitored by the health 
physicists to check any migration of radio¬ 
activity in the soil and underground water. 
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What will the health physicist do, if activity 
is noticed? Change the course of the river 
Periyar or remove the wastes from the pre¬ 
sent repository. If the second solution is 
resorted to, how long will ft take to find an 
alternative site and complete the shifting 
operation? 

In the earlier section, we noted the 
influence of forces operating outside IRE on 
the fortunes of the factory. When the nuclear 
research establishment put off its breeder 
dream for the next century or even beyond, 
the eihphasis shifted from thorium to RH 
chloride. Since 1965-66, the main product 
of IRE is RE chloride and not thorium. The 
shift in the RE chloride market also contri¬ 
buted to this change. Suppose tomorrow, 
even RE chloride also becomes obsolete or 
its price crashes beyond a point of recovery, 
will the IRE plant continue to be in exis¬ 
tence? The land use may change, public 
memory being too short, tomorrow a 
children's park or a school or a housing 
complex may come up near the disposal area. 

Radioactive waste management is no joke. 
It has to be done after a careful examina¬ 
tion of various factors—an c,xerei.se which 
would necessitate a detailed and extensive 
interaction by various disciplines like hydro¬ 
geology, geochemistry, civil, engineering, 
radicKhemistry, radiophykics, medicine, etc. 
The team should have more than one 
di.sposal options—the pros and cons of each 
option would have to be examined closely— 
the risk of contamination in the worst ever 
adverse circumstances estimated and 
debated. The manager in his affidavit says: 
"It is submitted that this respondent has not 
taken any hasty steps to implement its 
decision. As is evident from the preceding 
paragraphs and the documents annexed here, 
the matter of disposal of radioactive wastes 
in a safe manner was being considered for 
over four years, and after careful considera¬ 
tions, decisions at high and competent levels, 
were taken”. Is that true? 

Without attempting an answer to this 
question, let us look into the history of 
disposal action. Before 1965, IRE had 
bought 12 acres of land in Edayar village (on 
the other side of the river) for construction 
of family accommodation for its employees. 
This plan was shelved later on. This site is 
more than half a kilometre away from the 
river, on a higher elevation than the 
surrounding land and the river. On one side 
of the site is the Cominco Benani Zinc Ltd 
(a zinc smelting unit) and on other side 
village houses and paddy fields. In 1977, it 
was decided to dump the waste on this land. 
No public notification has been made of this 
decision. (We will come back to this aspect 
a little later.) The villagers and the panchayat 
came to know about this decision from an 
employee of IRE. In the mean time, a survey 
party went to the proposed disposal site to 
examine the site. In a strongly worded 
memorandum submitted td the government 
of India and the management of IRE, the 
panduyat pmident asserted that if the 


management went ahead with its disposal 
plan at Edayar, they would be physically 
obstructed. The plan was shelved. 

After about two years, truckloads of 
wastes in barrels were sent to Kalpakkam 
near Madras. Kalpakkam has the he.id- 
quarters of the Centralised Waste Manage¬ 
ment Facility of the Department of Atomic 
Energy, which is the competent authority for 
disposal of radioactive waste in the southern 
region. Here again, in the face of popular 
resistance, the plan had to be shelved. 
According to the workers, one truckload of 
waste had to be taken back to IRE from 
Kalpakkam. 

The counter affidavit submitted by the 
manager is fairly long and detailed. This 
detail of the disposal history is missing from 
the affidavit. One question remains; Did the 
competent authority and the experts who 
okayed the Eloor disposal plan accept the 
other options as well? If disposal at Edayar 
or Kalpakkam was scientifically sound and 
permissible under the existing standards of 
safety, why did the management not enter 
into a dialogue with the leadership of these 
two popular resistance? 

The International Atomic Energy Agency 
held a meeting of a technical committee 
on regulatory aspects of underground 
disposal of radioactive waste in London on 
September 2S-29, 1978. (India did not 
participate in this meeting.) From the 
deliberations, a few passages are of relevance 
to our present discussion. 

The representative of Canada said that in 
his country, before con.sidering a disposal 
option, it is cnsuied that “any hazard to the 
future generation is no greater than today’s 
society would accept!’ On the licensing pro¬ 
cess for such disposal: “the jurisdiction of 
the atomic energy control board extends over 
environmental consideration insofar as they 
relate to the health and safety of workers and 
the general public. However, in licensing of 
radioactive waste management facilities, the 
site selection and approval phase may be co¬ 
ordinated with the appropriate review pro¬ 
cess of the federal or provincial agencies 
concerned with the broader issues of 
environmental quality and conservation of 
natural resources, in the absence of public 
hearings or reviews, which may be con¬ 
ducted, a public information programme is 
necessary to advise the local populatjon of 
the applicant’s intentions and to answer con¬ 
cern expressed by the public related to the 
impact of the proposed facility”. (Ibch Doc 
230, pp 41-42). 

The representative from the Federal 
Republic of Germany: “Public involvement 
is a special requirement by the atomic law. 
The nan Stating Authority (the name of the 
licensing authority in FDR) has to announce 
the application to the public by newspaper 
edited in the site area ... In order to give 
detailed information about the application 
and in order to make objections possible for 
everybody whose interests may be touched, 
the application and the tfocuments have to 


be presented to the public for two months 
... The objections have to be discussed with 
the parties concerned (a sort of hearing). 
The date of the discussion has to be pub¬ 
lished by formal announcement” (p 64), 
USSR. “Such requirements and conditions 
for underground disposal (of radioactive 
waste) include the following: Ensuring that 
the suggestions of public organisation and 
citizens on rational use and conservation of 
the sub-surface are taken into account” 
(P 25) 

Summarising the various points which 
emerged at the discussion, the document 
concludes: “It is important that national 
governments give careful consideration to 
the allocation of responsibilities, e g, as 
between local and central government or 
between the arm of the government pro¬ 
moting nuclear power and those responsible 
for public health and safety and protection 
of the environment ... Related to these pro¬ 
blems is that of keeping the public informed 
and providing for the public discusxion and 
participation in the development of national 
policies; constructive discussion and parti¬ 
cipation cannot rake place without the pro¬ 
vision of adequate information” (emphasis 
mine). 

In IRF, when the trenches were being con¬ 
structed, the president and a few represen¬ 
tatives of Eloor panchayat approached the 
manager and expressed their fear and 
anxiety. The manager, according to the 
president, said that he would call the police 
and have them thrown out. The panchayat 
filed a writ petition in the Kerala High 
Court. The manager, in his counter affidavit 
says: “It is further submitted that the peti¬ 
tioner has no locus standi as he is only a 
way-sider” (emphasis added). 

1$ a panchayat president, elected under 
universal suffrage by over 60,000 citizerts, a 
way-sider in an issue like this, where the 
health and well being of the people who 
elected him and the coming generations is 
in jeopardy? In this question relevant to the 
petitimier alone; or does it have significance 
for the entim people; not only of Kerala, but 
also of the country as a whole? Is this 
t7-world sentence indicative of the mood of 
an establishment on matters relating to 
democratic institutions and traditions we 
and our previous generations have built up 
so patnsukingly? 

1 leave this question open for the readers 
to decide. As an aside.it may be mentioned 
that well before this counter affidavit was 
signed by the manager of IRE, the highest 
court in the land had delivered a few 
judgments, which were of a revolutionary 
nature as far as our legal history is con¬ 
cerned. In several judgments before this date; 
the Supreme Court had ruled that the tradi¬ 
tional concept of locus standi has to be 
discarded. Even a newspaper report written 
by a journalist whose connection with the 
aggrieved party is extremely remote is treated 
as writ petition by the Supreme Court under 
the now-famous public interest litigation. 
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The manager and his legal counsels were 
probably ignorant of this development. 

The Next Cheriiohyl 

What is potential threat attributable to 
this storage? A brief history of the plant 
would be useful at this point. The reasons 
behind locating IRE at Eloor, so far off 
from the mine sites, was the proximity to the 
Travancore Cochin Chemicals (TCC) Ltd the 
manufacturers of caustic soda and hydro¬ 
chloric acid- the main industrial raw 
materials used by IRE. The reason for 
locating TCC at Eloor was probably the 
nearness of FACT -during those days, both 
FACT and TCC were managed by the same 
agency—Sheshasayi Brothers. 

Siting IRE just by the side of the river was 
to use it for transport of monazite from the 
mine sites and the potential of the river as 
a sewer for the wastes generated. The first 
purpose has now been forgotten—monazite 
is now brought by road. IRE, like all other 
industries in the neighbourhood draws water 
for the production from the other branch of 
Periyar, called the Edainala branch. 

In 19S0, when the Alwaye plant was being 
planned, the Indian Atomic Energy Com¬ 
mission thought that the breeder reactor 
(where thorium can be used as the fuel) 
would be viable by the early sixties, in other 
words there would be no necessity for long¬ 
term storage of thorium at Alwaye. Thorium 
hydroxide could be shipped to the thorium 
factory at Bombay, where purification could 
be done. By the end of fifties, they realised 
the need for a long-term storage. By 1958, 
a small godown in which thorium concen¬ 
trate was bcint! sfoicd was aheady full. 
Under these circumstances, new storage 
facilities were planned. If the storage 
building is located close by the proce.ssing 
plant, the labour or energy needed for 
transportation could be saved considerably 
That was the only consideration for siting 
the silos near the plant itself, only a metre 
away from the river. 

The silo built in 1958 was not in the 
original design. In its place stood a small 
godown. This was converted to the silo. Out 
of an estimated I6,(XX) tonnes of thorium 
hydroxide stored at the Alwaye site, more 
than 10,(XX) tonnes are in the river-side silo.s. 
There are two more silos some thirty metres 
away from the river. 

The river side silo might pose a threat not 
only to the entire district, but also to the 
entire state. There are two things visible to 
the naked eye: 

(a) Three cracks on the wall facing the 
river. These cracks were not superficial- 
limited to the outside cement plaster alone— 
since the marks of leakage of thorium 
through the crack was also visible (Thorium 
hydroxide is stored in wet form) The cracks 
were on the lower portion of the wall, ap¬ 
proximately a metre from ground level. 

(b) The ground below the silo seems to be 
giving way. The building has already moved 
approximately a foot downwards, as per 


reports from the insiders. 

One question to be raised is whether the 
foundation of the building and also the 
soil below it is strong enough to hold 
thousands of tonnes of the heaviest among 
the elements? In 1959, these thoughts might 
not have bothered the ptanners. According 
to the manager of IRE “Periodic evaluation 
of the structural integrity of the silos is also 
conducted by competent authorities and at 
per direction, repairs were done whenever 
required” (Indian Express Jvly 19,1986). In 
a meeting held at Ernakulam, he stated that 
two engineers from Bombay had inspected 
the building and certified its integrity. 

Thorium hydroxide in the silo has water 
and small amounts of RE chloride (the 
separation of RE chloride would not be 
complete with the process employed in IRE). 
If the designer did not take into considera¬ 
tion the autoradiolysis process (explained 
earlier) it is not unlikely that a part of 
thorium might have migrated to the soil 
underneath, and from there to the river. 

The catchment area of river Periyar—a 
total of 5,398 square km has experienced 
setensive deforestation during the past two 
decades or so, the National Remote Sensing 
Agency, the Centre for Earth Science Studies 
and several other organisations carried out 
an environmental impact study of Idukki 
projects on the river Periyar. Some of the 
observations of this team arc reproduced 
below; 

(a) “Based on information on soil para¬ 
meters, slope characteristics, land cover con¬ 
ditions and rainfall pattern, a quantitative 
estimation of soil erosion conditions has 
been made using lands at data collected in 
1973 and 1982. Soil erosion is severe in steep 
sloping hill zone due to encroachments in 
this area without proper soil conservation 
measures. Areas near Idukki reservoir arc 
devoid of cover and erosion is .severe in this 
zone too. A comparison of the erosion .status 
boundaries during 1973 and 1982 shows con¬ 
siderable increase in soil erosion during 1982 
in the Periyar basin!’ 

(b) .. the semi-evergreen and evergreen 
forests are relatively lesser. Plantations 
occupy considerable area including under- 
storey cardamom plantations. Idukki pro¬ 
jects must have contributed to the hasten¬ 
ing of the degradation of the vegetation in 
the area due to increased biotic interference 
and the factors like formation of Idukki 
Dam site as district headquarters contri¬ 
buted more to this!’ 

(c) “The damming of the Periyar river at 
Idukki has caused a drastic reduction in the 
river discharge which has led to the emer¬ 
gence of young fluvial terraces, especially 
between Idukki and Cheruthoni. At many 
places, the width of the active river channel 
of Periyar has decreased from 80 metres to 
less than 2 metres even in monsoon. Drastic 
reduction in stream flow has resulted in the 
formation of small water pools in the 
channel. The main reason for this develop¬ 
ment is the decrease in the sediment carrying 


capacity of the river owing to low discharge; 
resulting in the deposition of the sediments 
as channel bars” (Annual Report of Ihe 
Department of Environment, Government 
of India, 1983-84, pp 29-31). 

The main theme, emerging from the study 
quoted above is the heavy soil erosion in the 
catchment area. This results in silt formation 
in the reservoir, which leads to a reduction 
in its storage capacity. This would have two 
effects, a drastic reduction in the predicted 
life of the hydel project and secondly, 
frequent floods in the river downstream. 
When the rainfall is slightly above the 
average, river downstream the reservoir will 
have to accommodate more water than it 
can. As mentioned above, this portion of the 
river has also suffered serious silt formation. 
Floods would be an inevitable consequence. 
In such a calamity, would the silo which is 
only a metre away from the river, remain 
intact? If it is damaged, the consequences 
would be highly disastrous. For a few 
hundreds or thousands of years, river Periyar 
would have to be totally abandoned. Fishing 
also might suffer in a considerably large area 
in the Vembanad lake, and probably in the 
ocean nearby. Lastly, more than half the 
district may have to look for an alternate 
source for their drinking water supply. (Not 
that there are no technological solutions. By 
using the cheap and unmetred electricity 
from thorium atom, sea water can be 
purified. But then, recovering thorium from 
the river would be a bit too difficult.) 

There are other possibilities as well, like 
a terrorist bomb or a cyclone or storm. Now, 
thorium being a waste product (in Malaysia 
today, which also has a rare earths separa¬ 
tion plant, thorium is considered a waste) 
the security arrangement at IRE is not very 
tight. Even though photography of the plant 
is prohibited under the Official Secret Act 
of 1923, three persons have done extensive 
photography of the plant from the river 
during the last two years, without the per¬ 
mission of the management. This included 
a crew from the ministry of information and 
broadcasting. Only recently, a video film 
maker also strayed on the river near IRE 
with his gadgets for a considerably long 
duration. In none of these instances, have 
the security people of IRE act. 

Regarding the possibility of flood, the 
manager of IRE says that; '^ven under worst 
conditions of flooding in the Periyar, the 
water level at the plant site was at least a 
metre below and hence, apprehension about 
flood water damaging thorium silos and 
causing thorium contamination is un¬ 
founded”. This sutement makes sense, if 
only one can believe that any natural 
cal^ty would appear in a predictable form. 

Coats and Benefits 

Let us now look at some of the stock 
answer given by atomic energy people 

(1) TImrium and uranium alre^y exist in 
nature We don’t consider these natural 
elements as radioactive In this specific case 


422 



ECONOMIC AND POLITICAL WEEKLY 


Mareh 7. 1987 


thorium and other elements are present on 
the beaches of Kerala and Thmil Nadu, only 
a few hundred kilometres away from IRE 
Alwaye. 

(2) Radioactivity in the monazite area is 
much higher than that released by any 
nuclear power plant. There are people living 
and thriving in the mining zones without any 
radiation-related health hazard. 

(3) Elements like thorium, uranium, etc, 
are present in the soil and the sea water. 

True, but only relatively. Thorium and 
uranium are no doubt present in the beach 
sands of Kerala and Thmil Nadu. The sand, 
however, contains other elements like 
ilmcnite. rutile, silica, etc. The availability 
of thorium and uranium in the sand is less 
than one per cent. The first change affected 
by IRE is concentration of these elements. 
Secondly, their physical and chemical forms 
are changed. 

The radioactive elements at the mine site 
exist in association with other rare earths 
and phosphates in the form of sands. They 
arc not soluble in water. Moreover, because 
of their size, marine organisms cannot ingest 
them. At IRE Alwaye, the concentrated ore 
IS milled into fine powder form. Their 
chemical state is also changed—now they 
become water soluble'and hence readily 
ingestible by marine organisms. 

The: argument that there is no health 
hazard to the people living at Chavara- 
Ncendakara and Manavalankurichi is 
another myth. The truth is that no extensive 
study of the health status of the people has 
so far been conducted. However, a limited 
survey conducted by the All India Institute 
of Medical Sciences (AIIMS), New Delhi at 
Chavara shows that the frequency of Down’s 
syndrome births is 2.8 times higher than 
normal. A reanalysis of AllMS data showed 
that there was a gross underestimation of the 
risk. The tate at Chavara is four times higher 
than the normal. This study was a limited 
one in its depth and coverage. The authors 
focused only on one among the hundreds 
of genetic disorders which can be caused by 
ionising radiation. More intriguing is the fact 
that a team of geneticists of BARC has been 
conducting studies in this region for the past 
ten years. So far, not a single paper has been 
published by them. 

Now the third point, the natural radio¬ 
activity everywhere. The soil and water con¬ 
tains trace amounts of natural radioactive 
elements like uranium, thorium, potassium, 
etc. Plants and animals accumulate this and 
hence traces of these can also be found in 
human bodies as well. The average do.se 
received from this source (on hand) is 
around 80 millirads a year. When compared 
with the level on land, the concentration of 
long lived natural radioactive elements like 
thorium and uranium is extremely low in the 
marine eco-system. The content of thorium 
in sea water is some 70,000 times less than 
that of the earth’s crust. Radioactivity from 
all sources in the oceans is about 1 per cent 


01 the value on land. 

The biological con.sequences of increas¬ 
ing the radioactivity in water is much more 
disastrous than that of the soil. The uptake 
of activity by planis and vegetables is con¬ 
siderably low. For .nsiance, in one study, the 
mean value of radioactivity uptake by 
vegetables and fruits at Chavara was 6,000 
times lower than the value of the activity in 
soil. T he mean value at Manavalankurichi 
was found to be 20,000 times lower. 

The animals on the contrary accumulate 
more activity than that contained in the 
medium in which they exist, 'dike the case 
of a small fish living in water containing an 
activity of 1 bq pei litre. If during its life 
time, it ingests 10 litres of water, it also 
ingests 10 bq of radioactivity. Only a small 
fraction of this is eliminated from its body, 
the majority of it is stored in muscles and 
bones. If the elimination value for this fish 
is 20 per cent, it would have accumulated 
8 bq activity. A bigger fish eating 100 such 
small fish would have accumulated 800 bq. 
Even though this phenomenon is well under¬ 
stood, there have been only a few studies ol 
this nature. In one such study, two Yugoslav 
scientists found that the concentration ol 
radium by one species of fish was 740 times 
higher than the concentration in water. 

The total amount of uranium io.st to the 
marine eco-system by IRE is well over 70 
tonnes, an average loss of 1.5 tonnes every 
year. While this mode of disposal has been 
stopped, uranium and thorium find their 
way to the water bodies thiough the liquid 
effluents even today. The analysis of Kerala 
Pollution Control Board was conducted in 
1982—a year after the commissioning of the 
effluent treatment plant. Earlier we saw th'tt 
an estimated 840 kg of thorium and 8.4 kg 
of uranium is escaping from the plant. IRE 
has never notified the exact quantity. The 
government department which are supposed 
to protect the environment also do not have 
any figures. All what they know is that the 
effluents contain suspended solids and 
radioactive materials. 

VMial would be the response of the 
government and the citizens group to such 
an event in i ther nuclear nations? A news 
item published in the Ouardian (London) 
dated January 29, 1986 is worth quoting. 
“Nearly half a tonne of uranium was 
dumped into the Irish sea last Thursday, 
after a failure in the Sellafield nuclear fuel 
reprocessing plant, British Nuclear Fuels 
l.tcd (BNFl.) disclosed yesterday. ... BNFL, 
immediately reported the accident to the 
Department of Environment (DOE) and it 
was agreed that since the amount of radioac¬ 
tivity preticnt even in this unusually large 
amount of uranium was still within the per¬ 
mitted discharge limits, the tank should 
simply be emptied into the sea. The DDE 
has nesertheless called fot a report within 
a fortnight explaining whether BNFL would 
have h.'id any oihet option if highly ladio- 


active material had been involved. I'iie en- 
\ ironineiital pressure goods Greenpe.'icc and 
CORE (Cumbrians Opposed to Radioactive 
Lnviionmem) expressed alaim yesterday, not 
because they necessarily disputed the BNFL’s 
calculation of radioactive contamination, 
but because a similai sort of accidciir did 
c.iiisc serious contamination in 1983, for 
which the nuclear fuel company was later 
fined, “tireenpeacc is concerned” the 
oiganis.ition said “that a statement made in 
1984 b) Con Allday, chairman of BNFl that 
this type of discharge would not happen 
■igain is now found to be untrue. Once again, 
BNEL have pioved that they cannot be 
I lusted with having a pipeline into the Irish 
Sea 1 hey continue to treat the environment 
as ,1 dustbin and Oreenpeacc will be pres¬ 
sing the secretary of state for environment 
to initiate beach monitoring immediately, 
and not to give 14 days for the worst of the 
pollution to h.'ive disappeared down the 
coast." 

In UK. an accidental release of less than 
half a tonne tif uranium becomes an issue, 
hcic inteiiiional relcasr of hundreds of 
tonnes of similai elements is a routine 
events, and there is no check on it. Eveti 
today, alongwiih the liquid effluents, IKE 
lelcases about a tonne of thorium and 
iiraniuni into the river. 

Ovei 6.S,000 giga bq Of r.idioactivity has 
been released into the water bodies—river 
and the ocean. The point of discharge of RE 
chloi ide and liquid effluents is known. The 
exact location of solid waste is not known. 
Even though the boatmen were instructed to 
diiinh the effluents some ten km away, the 
witnesses state that they did not go as far. 
Since the trip was unescorted, this possibility 
cannot be ruled out. In the absence of data 
on dilution factor in water and concentration 
factot in fishes (which varies from species 
u> species), it would be virtually impossible 
to predict the biological consequences of 
this. Out of a total 65,000 giga bq 8,100 giga 
bq is from considerably long lived niiclides- 
staiting with ladium 226 which has a half 
life of 1,617 years to thorium 2.12 whose hall 
life is 18 billion years. In othei words, over 
95 per cent of this activity still pcisists in 
the water bodies. That is this generation’s 
gift for thousands of future generations. 

The magnitude <if the crime can be undet- 
stood from the following. The International 
Commission for Radiation Protection 
(ICRP) h.i.s set standards for certain radio¬ 
nuclides. According to IC'KP, the maximum 
permissible body burden of uranium 238 in 
the kidne*)' of a standard man (weighing 
70 kg) is 185 bq. The permissible value for 
beme is 2,220 bq. T he uranium disposed of 
by IRE. IS more th.m eight times the permis¬ 
sible limit for the entire population of 
Keialu I el us look at the other nuclide- 
radium 226. Over 900 giga bq of this element 
which has been dispussed of is sufficicni 
enough to kill between 80,000 to 1,00,000 
lakh people by inducing cancer. 


423 



Much 7. 19r7 


ECONOMIC AND POLITICAL WEEKLY 


In the particular caiie under examination, 
radioactive waste has been disposed of in the 
river and ocean. As such, the exposure risk 
is for the entire people of Kciala, and also 
to those who consume our marine exports. 
The latency period of cancer is six to sixty 
years. The major quantity ol waste has been 
disposed of in the sea till 1970, A fifteen year 
period is not sufficient enough to assess the 
cancer risk of tadwaste disposal. The issue 
becomes much more complicated in the case 
of genetic di.sordcrs among the offsprings, 
which could suiface after several genera¬ 
tions. However, by now some trends could 
be discernible. (Readers should remember 
that at Hiroshiina-Nagasakiii, only a small 
increase was detected iti the incidence of 
cancer during the first fifteen years after the 
bombing. In Japan, even today, new cases 
are surfacing.) 

The Rubber Board 

In advanced nuclear nations like the US, 
UK and Canada, there is regulatory body 
which overseas the activities of the atomic 
energy commissions. The nuclear regulatory 
commission (NRC) of the US, for instance 
is an organisation totally independent from 
the atomic energy commission. For a long 
time now, the environmentalists in India 
have been demanding that such a regulatory 
body be set up here as well. In response to 
this demand, the atomic energy regulatory 
board (AERB) was set up in eaily 1985. 

AERB has been in existence for over a 
year and half now. During this period, the 
board has not even paid a familiarising visist 
to all the atomic energy facilities in India. 
Yet, the chairman does not seem to have any 
doubt in his mind; “All nuclear power 
stations in India have their in-house safety 
organisations, such as station review com¬ 
mittee etc... In view of the safety pre¬ 
cautions in its fail-safe design as well as 
other engineered measures and the concept 
of defence in depth, such probability is very 
remote. Nuclear power stations in India are 
managed by experiences and trained engi¬ 
neers and scientists.” 

The AERB is a wing of DAE. Its head¬ 
quarters is located in the same building as 
that of DAE, the fourteen scientists on its 
roll, on deputation from BARC, wear the 
identity card of DAE. AERB reports to 
AEC, it has no powers to check the malfunc¬ 
tioning of DAE facilities. In short, the 
establishment of this sub-structure, well 
within the hierarchy of DAE was just an 
eye-wash. 

Cancer Care for Life 

The Regional Cancer Centre (RCC), 
Trivandrum has recently launched a unique 
scheme—Cancer Care for l.ife. By paying 
R$ 101 an individual can get insun^I for 
treatment for cancer, anytime during his life, 
free of cost. No such scheme exists anywhere 
else in the world. Why such a scheme in 
Kerala alone? 


According to RCC’s figures, there are 
80,000 cancer patients in this state—308 
patients for every one lakh people. The rate 
for India is 192 per lakh. According to RCC, 
some 20,000 people die of cancer in Kerala 
every year. The total number of people dying 
in Kerala every year is around i9,500. This 
means that approximately 10 per cent of the 
death in the state is due to cancer. An 
analysis of hospital deaths in Allcppey, 
Cochin and Calicut municipalities show that 
cancer accounts for 8 per cent of the total 
deaths. Let us accept the RCC figures, since 
difference with the municipal figures is only 
marginal. RCC predicts that in the near 
future, 25 per cent of the total deaths in the 
state would be due to cancer. Since there is 
no quantification of the duration, let us 
assume that the time span is two decades. 
The projected increase (from 10 per cent to 
25 per cent ) is 250 per cent in 20 years or 
12.5 per cent a year. This kind of an increase 
is unheard of in cancer epidemieblogy.^ 

RCC does 'lot give us any clear reason for 
the projected increase of this dreaded disease 
in Kerala. Why the cancer load in Kerala is 
appreciably higher than other Indian states? 
And then why, such a highly abnormal growth 
projection for the immediate future—a growth 
which has not been recorded anywhere in the 
world? 

But then the cancer centre has a piece of 
advice—60 per cent of the cancer in the state 
can be prevented by giving up smoking, 
avoiding tobacco and .slight changes in personal 
habits. Smoking causes lung cancet and chew¬ 
ing tobacco may cause oral cancer. According 
to the figures published by RCC, those iwo 
cancers account for less than 20 per cent of the 
total cancers diagonosed by them till 1982 (RCC 
Annual Report, 1982-83). A similar trend has 
been reported by Amla Cancer Hospital and 
Research Centre, TVichur. It has to be 
remembered that not all oral and lung cancers 
would be due to a single aetiology—tobacco 
usage. It is good to campaign against tobacco. 
But it is bad science to attribute 60 per cent of 
cancers in Kerala to tobacco consumption— 
because that would block our search for the real 
criminal. According to the RCC estimate, 
affording free treatment to all the existing 
cancer patients would cost the exchequer 
something around Rs 20 crore. It is this cost 
which the centre wants to impose upon the 
people—an e.xtra burden on an already heavi¬ 
ly burdened people. The cost is Rs 101 per 
individual. An average family with five 
members would have to dish out Rs 505 for 
cancer treatment. It must not be forgotten here, 
that during the last 32 years. IRE earned a 
profit of Rs 360.23 million. 

ConcluHion 

The main findings of the IRE study are 
summarised bclOw: 

(i) The incidence of radiation induced 
diseases like cancer, genetic disorders among 
the offsprings, etc. is very high among the 
workers of IRE. This has been confirmed 
in a medical study in which the workers of 


Travancore Cochin Chemicals l2d were used 
as the control population. The protection 
mca.vures arc totally non-existent, workers 
arc denied on information relating to their 
own health, there is a concerted effort to 
conceal the real problem posed by the plant. 
By denying the legally admissible compen¬ 
sation to the victims of occupational 
diseases the management is violating the 
provisions of the Workmen’s Compensation 
Act 1923. (See Padmanabhan V T (1986), 
‘The Number Game—A Study of 'Occupa¬ 
tional Health Hazards at IRE Alwaye’, 
published by Kerala Shasthra Sahitya 
Parishat and Economic and Political Weekly, 
March 8-15, 1986.) 

(2) Hundreds of tonnes of radioactive 
elements tike mesothorium, thorium and 
uranium has been discharged into the river 
Pcrjyar and the Arabian Ocean. Of these 
mesothorium is, according to IAEA classi¬ 
fication a Gioup I Highly Toxic Radio¬ 
nuclide. Uranium and thorium, at the same 
would remain radioactive for billions of 
years. This act is violative of not only our 
peoples’ right to life, but also of the inter¬ 
national community. 

(3) The liquid being discharged by IKE in 
the river contains radioactive elements. 

(4) 1 he radioactive solid waste has been 
disposed of in a totally unsciehtific manner. 
If migration of radionuclides to the acquatic 
environment has not already occurred, it is 
likely to happen in the near future. 

(5) I he thorium silo with over 10,000 
tonnes of thorium hydroxide in fine powder 
form is unsafe. The chances of an accident 
is pretty high. 

The release of radioactivity by IRE, ever 
since its inception, is an open secret among 
the senior scientists of research cstabli.sh- 
ments and even medical specialists of 
Cochin. For instance, M K Prasad states that 
a senior medical practitioner of a large 
private hospital at Ernakulam had. as early 
as 1975, disclosed in a seminar that the 
incidence of cancer is already on the high 
in the district. This, the medical specialist 
attributed to the radioactivity from IRE. All 
the senior scientists with whom I st>oke 
candidly accepted almost all my findings. 
However, they also said that the event has 
already happened and it cannot be reversed. 
By the same logic, there is no point in trying 
and punishing a murderer or a rapist. 

For the acts of omissions of the past, the 
responsible decision-makers would have to 
be awarded exemplary punishment. IRE, 
which has amassed a huge profit, by spend¬ 
ing very little and making no re-investment 
in the state, can be asked to compensate the 
victims or insure the entire population for 
cancer cure for life. 

The potential threat from the thorium silo 
and unsafe waste disposal is of a far greater 
dimension than the past events. With a 
nominal investment, silo and the trenches 
can be removed to safety, where, even in the 
event of a catastrophe, the threat to the water 
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system could be minimal. Rather than 
resorting to this, the management, like an 
ostrich, keeps its head buried m the sand. 

(ConcludodI 

INoles 

.t There are two classifications tor the radio¬ 
active waste. The first one is based on the 
physical sta'e of the waste—liquid, solid and 
gaseous. The second classification is based 
on more objective parameters like the longe¬ 
vity, radioactivity level and toxicity of the 
nuclide. Radwaste generated from the nuclear 
reactor has been classified into three cate¬ 
gories based on these parameters: low, inter¬ 
mediate and high level wastes. There is yet 
another category of waste which is called the 
mill tailings. IAEA definition according to 
IAEA for low level waste and mill tailing is 
given below: 

“Ijow-lcvel waste: Waste which, because of 
Its low radionuclide content does not require- 
shielding during normal handling and trans¬ 
portation" (sec alpha-bearing waste and long 
lived waste for other possible limitations). 

“Long-lived waste: Waste that will not 
decay lo an acccpiabie activity level in a 
period ol time during which adininisirati\e 
controls can be expected lo last". 

“Alpha hearing waste: Waste containing 
one or more alpha-emitting radionuclides, 
usually actinides, in quantities above accept¬ 
able limits, fhc limits arc esiabtished bs the 
national regulatory bodv". 

“Aeiinidc: An clement with an atomic 
number from 89 to 103. inclusive. All aie 
radioactive”. 

“Mill-tailing. Finely ground residues 
resulting from processing of ore for recovery 
of uranium or thorium”. 

“Milling: Operation of processing ore to 
obtain utamum or thorium for conversion 
into reactor fuel". 

Now. by way of a clarification, uranium 
and thorium are actinides. Not satisfied with 
the definition published in the glossary of 
IAEA, I wrote lo the WHO regional office 
for South East Asia, Delhi. They confirmed 
that “These wastes contained long-lived 
radionuclides and are of high activity, emit¬ 
ting beta, gamma and alpha radiations 
"Radioactive waste containing 0-2.38 and 
mesolhorium and some of their daughters 
could best he classified as “mill tailings". 
(Personal communication B B Ciailondc, 
dated April 23, 1986.) 

4 Lei us take a look at the increase in cancer 
incidence in the Soviet Onion during the Iasi 
two decades. Soviet Onion is not comparable 
to Kerala. It would be on the other end ol 
the cancer proneness, because there is general 
agreement among medical experts,.environ- 
mental pollution due to the technological 
advancement is one among the major causes 
of cancer. In comparison to USSR, Kerala 
is just a primitive village. One reason for 
using the OSSR figures is that they have an 
extremely efficient network for identifica¬ 
tion. registration and treatment of cancer. In 
1967, there were 172 new cases of cancer per 
one lakh population in USSR. This increased 
to 205 in 1980. This works out to a mere 20 
per cent during 13 years or aptnoximately l.S 
per cent per annum. 


lEL LIMITED 


Resd. Office 34, Chowrin-jbee Road, Calcutta 700 071 

NOTICE 


It IS hereby notified for the information of the public that lEL LIMITED propose to make 
an application to the Central Government in the Department of Company Affairs, New 
Delhi, under sub section (2) of Section 22 of the Monopolies and Restrictive Trade Praaices 
Act. 1969, for approval to the establishment of a new unit Brief particulars of the proposal 
are as under 

1 Name and address of the applicant lEL Limited, 34. Chownnghee Road 

Calcutta 700 071 

2 Capital structure of the applicant As on 30 9,86 

organisation Equity 

Rs 000 


Authorised capital 41,59,00 

Subscribed capital 40,87,06 

& paid up capital 

Management structure of the appli- The Company is managed by a Board of 
cant organisation indicating the names Directors with a Managing Director, a 
of directors, including managing.^ Joint Managing Director and a Wholetime 
wholctime directors and manager, Director 
if any 


NAME designation NAME D ESIGNATIO N 

a Dr S S Baijal Chairman S e Mr S K Snvastava Director 

Managing f Mr A V Gokak Director 

Director g Mr J Sengupta Director 

b Mr P E G Daubeney Jt Managing h Mr A MM Arunachalam Director 

Director 

c. Mr S K Aggarwal Wholetime i Mr Akbar Hydari Director 

Director j Mr S Gopalan Director 

d Mr K D Elmy Director k Mr Ashok Goenka Director 


The proposal involves relocation of the 
ejdsting manufacturing facilities relating to 
textile auxiliaries as directed by the Govern¬ 
ment of Maharashtra from Sewn to Thane- 
Belapur Road, it is also proposed to under¬ 
take modernisation, in accordance with Govt 
of India Press Note No. 2 dated 11 86. 

5 location of the new undertaking/ Thane Maharashtra 
Unit/Division 

6 Capital structure of the proposed Not applicable 
undertaking 

7, In case the proposal relates to the production, storage, distribution, marketing or control 
of any goods/articles, indicate. 

(i) Name of goods/ (ii) Proposed licensed (m) Estimated ai nual 
articles capacity turnover 

(at full output) 

Existing licensed capacity 

(a) Textile Auxiliaries (a) 4800 tes Rs 1500 lakhs 

(b) Calsolene oil 365 tes Rs 146 lakhs 

(The installed & licensed 
capacities will increase 
following modernisation m 
accordance with Gc -1 
guidelines) 

8 In case the proposal relates to the Not applicable 
provision of any service state the volume 

of activity in terms of usual measures 
such as value income, turnover, etc 

9 Cost of the project Rs S42 lakhs 

10 Scheme of finance, indicating the The proposeo in-vestment will be financed 
amounts to be raised from each source, by loans from financial institutions 

Any person interested in the matter may make a representation m quadruplicate to the 
Secretary, Department of Company Affairs, Government of India, Shastri Bhavan, New D-'lhi 
within 14 days from the date of application of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein 

Dated this 24th day of February 1987 Sd/- 

K V SHANBHOGUE 
SECRETARY 


4 Indicate whether the proposal relates 
to the establishment of a new unit/ 
division 
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DISCUSSION 


Faulty Selection, Inadequate Training 

Subash Mi'iidhapurluir , , 


R I’ UPADHYAY accuse". Madliu Sarm 
{EPH'. January 17.1987) ot a "large number 
of inaccuracies and factual errors in the 
observations” (/I'PH'', September 20-27, 
1986). We at SUTRA (formerly SWRC, 
Himachal Pradesh) cannot answer all the 
criticism made, but would like to counter 
certain “facts” that he lays claim to, as far 
as the chulha programme in Himachal 
Pradesh is concerned; 

(1) SUTRA has at no time received any 
funds for its chulha programme from PAD 
(India). In the beginning, SUTRA received 
a small grant for 1982-84 from the govern¬ 
ment ot India under department of science 
and technology’s programme and under this 
constructed 240 chulhas. Prom 1984 
onwards, additional funding was gained 
from SIDA and OXPAM (U.SA), through 
which 2.000 chulhas of the Nada model were 
built in Dhaimpur block ot .Solan district 
(this includes the chulhas constructed during 
training piogramnie). 

(2) As stated, SL'TRA was appointed as 
a training institute (July 21, 1984) alongwith 
four other organi'.ations in the state. The 
true fact (not as stated by Upadhyaya) is that 
a letter was circulated to all the BDOs from 
the rural development department of the 
government of Himachal Pradesh (letter 
No RD l-F(10)3.J/84) instructing them to 
identify trainees for the chulha training 
programme. SUTRA played no part in the 
choice of trainees. When insufficient trainees 
reported for the courses, the deputy director 
of the rural development department sent a 
circular to all the BDOs asking them to 
account for the low turnout (letter No RD 
l-F(IO)48/84 dated January 17, 1985) and 
making them personally responsible for any 
failure to achieve the targets set foi 
their blocks, 

(3) As regards training in Himachal 
Pradesh, it may indeed be of 10 days dura¬ 
tion, but it is only in those areas, wheie clay 
block-based model is used that two-phase 
training can be advipted. All the trainees 
building the Nada model should receive one 
period of 10 days training, since no time is 
leqiiired foi drying of blocks. Upadhyay 
makes no mention of Nada chulha training 
needs adopted and gives no justification for 
bieaking the tiaining into two paits/phases 
if this indeed happens a.s he suggests. A clear 
picture of training implementation does not 
emerge which raises doubts as to whether 
he is selectively choosing the data he 
presents. 
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i4) .Monitoring and follow-up; Of the 
185 women selected by the BDOs for train¬ 
ing in Solan and Sirmour districts, only 
about 34 per cent are still working (this 
includes block functionaries also). This high 
drop-out rate was largely due to faulty selec¬ 
tion, as stated by Sarin; if retraining has been 
conducted for any of these women who are 
not working, SU FRA as the training agency 
has not been informed of it. Neither have 
we found any evidence of monitoring evalua¬ 
tion or technical assistance to the pro¬ 
gramme by anyone other than SU fRA staff 
in Solan and Sii incur districts- certainly we 
have not been contacted by Punjab Univci- 
siiy to discuss any "technical problems as we 
may have found in the implementation. 

Upadhyay gives the results of a feed-back 
survey in Himachal Pradesh of villages 
selected landomly through statistical pio- 
cedures. If the sample was in fact random, 
could he explain why results are given for 
only three of the districts, when the pro- 
gi attune was also implemented in nine 
others? His partial information suggests that 
either the sample is not as random as he 
would like to have us believe or that he 
prefeis not to publish the results of the 
lemaining districts. 

However, in many ways these arc minor 
points—they just serve to show the problem 
inherent within the whole set-up of the 
current ONES programme, the problems 
of obtaining accurate Information about 
the situation at the grassroots and the 
lack of communication between the ONES 
staff and the local level workers. When the 
national chulha programme was first 
introduced in 1983, grassroots organisations 


were invited to help in formulating the 
scheme (SWRC was one of those). However,. 
once this plan was complete, they were then 
ignored and no further help sought from 
them in terms of implementation and 
follow-up. 

Giassroots organisations were the first 
to start work in the chulha field and have 
much valuable experience to contribute. 
I'hcy readily acknowledge all the problems 
that exist in terms of chulha design, train¬ 
ing of mistrees, lollow-up and evaluation 
and have been open about the mistakes 
they have made. Sadly ONES seems to lack 
the ability to be similarly .self-critical in 
terms of success and failures of its pro¬ 
gramme implementation. Any programme 
implemented on a large nationwide scale 
involves close contact and co-operation with 
people at a village level, and is bound to 
have problems. A prime example of this 
was much feted CHW programme. In hind 
sight and after some honcsi and open 
analysis and criticism, government and 
voluntary organisations have been able to 
recognise the problems within this. Sadly, 
however, little progress has been made 
towards rectifying these 

Sarin’s article was not vvntien in an 
attempt to destroy the credibility ot DNES, 
it came as a genuine attempt to expose 
some of the problems that e.xist in chulha 
programme as they function today, so that 
through open discussion amongst all tho.se 
concerned—grassroots organisations, 
technical advisors and DNE.S—an attempt 
can be made to improve the quality and 
availability of chulhas for women at a village 
level. Surely it is for them that we are 
all working and protectiveness and one- 
upmanship will do little to help us achieve 
this goal. 
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Giant Strides in Industrial Development 

of Kerala 

E Ahmed 

Minister for Industries. Government of Kerala 


THE United Democratic l-ront Government in 
Kerala has achieved enormous success in establishing 
new industrial enterprises. Traditional industries have 
prospered and much emphasis has been laid on the 
welfare of workers employed in such industries. The 
industrial scene of today has come to be conducive 
to capital investment. 

We have to go a long way. The need of the hour 
is to utilise our limited resources and central aid to 
accelerate industrial growth. The government has for 
the past five years striven hard to achieve this desired 
goal. This article is an assessment of the efforts of 
the government towards industrial advancement. 

In 1983. the govern¬ 
ment declared a new 
industrial policy in 
Kerala. The measures 
taken by the govern¬ 
ment have resulted in 
the evolution of a 
suitable industrial 
climate to boost the 
process of industriali¬ 
sation. An Industrial 
Development Council 
was formed with the 
Chief Minister as 
Chairman to redress 
the grievance.s of the 
industrial sector. New items of export were discovered 
and to boost e.xport, an Export Promotion Council 
was set up. To avoid delay in getting sanctions, 
district-level escort service groups and a state-level 
empowered committee were organised. 

Indu.strial enterprises that were facing closure were 
■ rejuvenated. The Kerala State Industrial Development 
Corporation took up the arduous task of the revival 
of retarded large- and medium-scale industries. 
Measures were also taken to mobilise and market 
small-scale industrial products. 

Industrial entiepreneurs were given proper train¬ 
ing and incentives. Tax relief and tax exemption were 
announced. The Government’s policy of communal 


re.servation of jobs was strictly implemented in the 
undertakings owned by the Industries Department. 

Finance to the tune of Rs 10.38 crore and Rs 32.5 
crore was made available to Capex and Cashew 
Development Corporation, respectively, to meet their 
monetary needs. The cashew business which had 
shown a trend of migrating to neighbouring states 
has been brought back to Quilon. The ten private 
sector cashew factories that were closed for long were 
taken over by the Government, providing employ¬ 
ment to about 5,(X)0 workers. New private sector fac¬ 
tories were also opened. The cashew worker was given 
more employment and the cashew cultivator higher 
returns for his produce. 

During the Sixth Plan, an amount of Rs 16 crore 
was spent for the promotion of the coir industry. The 
UDF government alone spent Rs 12 crore. For the 
first time after 1973, Central help was made available 
to the coir industry. 

As regards the Co-operative Sector, 161 primary 
co-operative societies were set up, bringing 34,000 
more employees under it. The employees were en¬ 
sured minimum wages and job security. More and 
more sales outlets were opened. For the first time 
in the history of the coir industry in 1984-85, a rebate 
of 20 per cent was allowed on coir products of the 
co-operative sector. In 1986-87, another 20 per cent 
rebate was allowed on coir products and coir yarn. 
Levy was imposed on an experimental basis for the 
procurement of coconut husk. The wages of the 
employees of the co-operative sector were doubled. 
A ten-year plan was proposed by the government by 
the name ‘Coir Rehabilitation and .Modernisation 
Inind’ with a total financial outlay of Rs 250 crore. 
The plan was submitted to the Central government 
for evaluation and approval. 

As against the Rs 14.30 crore envisaged in the Sixth 
Plan, an amount of Rs 20.82 crore was spent for the 
development of the handloom industry. From 1982 
to .30.9.1986 more than Rs 28 crore were spent. Set¬ 
ting up of 25 co-opera'ive societies of handloom 
workers was a great achievement. 32,500 workers were 
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brought under the co-operative sector. Job security 
and minimum wages were assured to the workers. 
Rebaf. days were increased from 63 to 101. The limit 
of the credit sales scheme was enhanced from Rs 300 
to Rs 500. Exports of handloom fabrics were 
boosted. More and mote depots were opened in and 
outside the state. Residence renovation scheme, thrift 
deposit, marketing complex, process centre, yarn 
bank, export orientation project, common facility 
centres, central testing laboratory and a handloom 
technology institute were organised. 

Palm leaf products were recognised as a traditional 
industry. The seiiioragc on bamboo products was 
eliminated. The wages of workers were increased by 
40 per cent and housing schemes were implemented 
for them. 

Real artisans were brought under the Artisans 
l)c\elopinent Corporation providing them social and 
economic benefit. 3,111 artisans were given employ¬ 
ment by establishing new' projects. 

1,746 khadi and village indu.stries were newly 
organised and 27,025 people were given frc.sh employ¬ 
ment. A icbatc of 20 per cent was allowed on khadi 
pioducts throughout the year. Production and .sales 
of khadi could be increased. 

15,314 small-scale industrial units came into 
existence and employment was provided to more than 
1,12,000 people. Self-employment loans amounting 
to Rs 69 crore was disbursed to 38,345 jobless people, 

A plan was organised with the assistance of Gulf 
Malayalcos to start 62 small- and medium-scale 
industries. 

76 industries in 30 districts were started under the 
‘one industry in a district’ scheme. 

Primary steps towards excavation of gold deposits 
in Nilambur were initiated. 

Idukki’and Wynad were included under the 
indust I y-Icss districts of Kerala and a decision to 
^anction a subsidv of 25 per cent to Kasaragod 
district was taken. 

corporation tor palm development was launched 
for the welfare of the workers engaged in palm- 
iclated products. Measures were taken to start a 
palmyra fibre processing unit, a soft drinks factory 
and a brush factory. 

The Super Clays and Mineral Company, Malaya 
Spinning and Weaving Mills, Kottayam Textiles and 


Prabhuram Mills were nationalised, 

95 larger and medium-scale industries were started 
to provide direct employment for 9,000 people. The 
industries department envisaged an expenditure of 
Rs 275 crore for the implementation of this project. 

63 large- and medium-scale industries started func¬ 
tioning which in turn provided direct employment 
to 5,831 persons. The project has a total outlay of 
Rs 266 crore. Of the 63 industries, 39 were started 
during the span of this government. An amount of 
Rs 45.23 crore was invested in these 39 industries. 
Direct employment could be provided to 2,692 
persons. 

Since this government assumed power, an amount 
of Rs 560 crore was invested in various industrial 
enterprises. Direct employment was provided to 2.5 
lakh persons. 

Besides securing a number of large-scale industries 
in the Central public sector, a Cashew Export Pro¬ 
cess Centre was established in Cochin. The Planning 
Commis.sion has .sanctioned projects worth Rs 408.79 
crore (2.7 per cent of the entire Central government 
investment) to Kerala during the Seventh Plan period. 


The shore situation has 
completely chansed 
with new Technolosies 
in fishins and fish 
processins. 
MATSYAFED is 
spearheadins fisheries 
development in the 
CO-OPERATIVE WAY... 

Kerala State Co-operative Federation 
for Fisheries Development Limited 

Trivandrum - 3, Kerala. 

Phone: 66471, 65201, 

65806 and 65764 

Telex: 0884-381 
Grams: MATSYAFED 
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BANK WITH 

ALLEPPEY DISTRICT CO-OPERATIVE BANK LTD 

Accepts all types of deposits on 
attractive terms! 

Twentysix Branches in important centres 
of the District. 

An EVENING BRANCH at ALLEPPEY 
Working on all days including Sundays. 

SAFE DEPOSIT LOCKERS 
available in 

ALLEPPEY - KRAKKAD - MAVELIKARA & CHENGANNUR BRANCHES 

K.S. VASUDEVA SARAAA P. GOPINATHAN NAIR 

President. General Manager 


Fastest way to bumper profits 
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Eniific with unique rachator cooling ■yalem 

Kamco India's first Power Tiller Not meietv the emiine. hut 
the ertttrc machine is designed and huiit to dHivcr of solid must le 
power. Result^ Faster tilbng. Faster ploughing Tasier liarruwmq 
Faster pudeUing. Faster levelling Faster ridging Faster weeding 
Faster pumpmg Faster spraying Faster iransprjrtmg Fastei hulling 
Faster EVERYTHING' 

/Ml of which means greater profits, faster Faster than any uthrsr 
Power TiBer. 

KAMCO India's No 1 Power Tiller, Farmer s No I Friend. 

Kardo agro machinery corporotbn ltd 

Arhani. Kerala State. India 683 686 

Phone Office-Alwaya 3611, 3612, 3613. 3614 

Talex 882-202 KAMC IN Gram KAMCO Angamaly 
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SERVING THE 
SPIRIT OF 
ENTERPRISE... 

For the ehtrepreneur with a viable and profit- 
oriented plan, KFC ensures that funds are never a 
constraint. But, when you are on the turbulent 
seas of corporate adventure, you are likely to need 
more by way of information and direct assistance. 

KFC's Business Package helps you nurse and nourish 
your plan from concept to commissioning, by 
providing such facilities as: 

* Consultancy services for project ideas, selection 
and development, liaison, licences, surveys and 
feasibility reports. 

* Finance for seed capital, working capital and term 
loans. 

* Project implementation with owner participation 
and special facilities for non-resident investors. 

In the last three years. KFC has tripled the 
number of loans sanctioned, which fact is most 
visible In the small and medium scale sector. 
KFC is the spirit behind more than 10,000 small 
and medium size industrial units in Kerala. 

KFC's scheme for your business provides you with 
a longer gestation period, and gives your industry 
more time to repay the loan than other financial 
institutions do. 

KFC-A FRIEND INDEED! 




KEmaA fHMMCML CXDRPOMITION 

PB-10S, VEUAYAAABAtAM TRiVANORUM • 695 001 
TEL >60319 TELEX; 0884-304 GRAMS KERHNCORP 
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Amount Sanctioned in 
the left three yeart 


3662 lakhe • ! ^ ^ iimi'ilir* 
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THRUST IN SMALL SCALE SECTOR 

Groae Sanction • Re. in lakha 

• Small Seale 

Induttries. 2407 

O Others 
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TWO WAYS TO TREAT A TOUR\ST 

* Give only correct information. If you don’t know, say so. Never mislead a tourist, 
he is your suest. 

* Never charse a tourist more than you would someone from your own state 
or country. 


THE TOURISM INDUSTRY NEEDS YOUR HELP 
-TO hAAKE KERALA THE MOST HOSPITABLE STATE IN INDIA 

Issued in the interest of tourism in Kerala 

By the Department of Tourism, Kerala. 

Park View, Trivandrum-695 033. 

Tel. 61132 


THE PLANTATION CORPORATION OF KERALA LIMITED 

(A Govt, of Kerala Undertaking) 

Registered Office - Kottayam - 686 004. 


The Larsest Planters of Rubber and Cashew in Public Sector 

Producers of 60% Centrifused Latex, 

Various Grades of Sheets, 

Crepe and Crumb Rubber and 
Suppliers of Improved Planting Materials 

Telex: PCK 0888-207 Phone; 8301, 8302 

Telegram: 'Plantcorp’ 8303, 8304 
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NEW DAWN 


USHA MEANS USHUS 
THAT IS DAWN 

Kerala's P. T. Usha rishtly means A New Golden Dawn in Indian sports and Iterala goes 
ahead with several imaginative programmes for the development of sports. 

★ A New Directorate for sports and youth welfare 

** The southern regional centre of Lekshmi Bai National College of Physical 
Education in Trivandurm 

Incentives, awards, and coaching facilities for spo'tsmen 
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Electronics 
has made our life 
what it is today. 

Kehron 

has brought electronics 
to your life to make it 
what it is today. 


The list of wonderful things which 
electronics has done to our life, 
making it interesting, comfortable 
and useful, is endless. 

In our country, particularly in Kerala, 
the one company which has 
brought the benefits of electronics 


within the reach of the common 
man is KELTRON. And, everything 
that KELTRON does today is 
bringing the fruits of high-tech 
electronics to the home front — making 
your life more enjoyable and 
worth living. 


• CONSUMER ELECTRONIC 
PRODUCTS 

Talttvisions 

Radios a audio syslems 
Compact pioieciora 
Busines machines 
Vuluptf Siabiliaers 

• COMMUNICATION 
SYSTEMS 

CCTV Sytiems 
Direct Reception Sets 
Radio Network Terminals 
CATV Systems 
Information Display Systems 


• ELECTRONIC 
COMPONENTS 

Aluminium Elocirolytie Capacitors 
Synthetic Quartz Crystals 
Carbon Film Resistors 
Colour TV Delay Linas 
Ceramic Capacilois 
Power Trsnsistois 
Power Diodes 
Ferrites 

Printed Circuit Boards 


• INDUSTRIAL ELECTRONICS 
SYSTEMS 

UPS Systems 
Invertors 
Converters 
DC Drivers 
AC Drivers 

High Voltage Reclifiets 

•PROCESS CONTROL 
INSTRUMENTATION 

• CYBERNETICS SYSTEMS 

• SPECIAL PRODUCTS 
FOR DEFENCE 


Kerala State Electronics Development Corporation Limited 

KBltron House, Velleyambalam, Trivandrum-695 033. 

Telephone: 60621 Telex; 0884-273 KEDC IN Telegram: ELECTRONIC 

BOMBAY DELHI CALCUTTA MADRAS BANGALORE TRIVANDRUM AHMEOABAO HYDERABAD 
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ATTENi^ 


Do not hold back your 
true income/wealth 


IF YOU DO NOT HEED NOW, YOU 
MAY HAVE TO REPENT 

The Income-tax Department has extended the 
Amnesty Scheme till 31.3.1987. 

If you have failed to disclose your full and true income or 
suppressed or undervalued your wealth for assessment year 
1986-87 or earlier years, 

you have the opportunity to turn over a new leaf and 

BEFORE YOU ARE CAUGHT IN THE NET 

voluntarily disclose your income or wealth fully and truly and 
pay tax promptly under section 140-A of the Income-tax Act 
and/or Section 15B of the Wealth-tax Act on the rates applica¬ 
ble to the years in which concealment was done whether the 
assessments for those years are completed or pending. THERE 
WILL BE NO PENALTY, NO PROSECUTION NOR ANY ROV¬ 
ING ENQUIRIES WHEN YOU DO SO. 

However, the immunity will not extend to the penal consequen¬ 
ces of late filing of return for the assessment year 1986-87. 

AVOID PENALTY, PROSECUTION, ROVING 
ENQUIRIES AND HUMILIATION 

Hurry up I Last Data It 31at March 1987. 

In case of difficulty contact the Commissioner of 
Income-tax or your ITO/PRO. 


INCOME TAX DEPARTMENT 
Directorate of Inspection 

(Research, Statistics a Public Relations) 
New Delhi-110 001. 
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POLITICAL ECONOMY OF THE BUDGET 
SAVINGS, RISK CAPITAL AND PUBLIC BORROWING 
CONTRADICTIONS OF AFRICAN DEVELOPMENT 
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Paying for ‘Security’ 

WHAT could be worrisome than the approval from all sides of the inertased military 
spending proposed in the 1V87-88 budget? In proposing an increase of 44 per cent 
over the 1986-87 budget figure, ihc prime minister did not waste much breath. It 
was enough for him to assert that "no compromise is possible where country's 
defence is cone trned". Who would dare question a proposition like this and run the 
risk of being labelled anti-national? None of the stalwarts of the opposition parties, 
when asked to comment on the budget, questioned the need for the proposed 
enhancement in military spending. Basically, the view taken was; the government 
knows best what the country needs for defence. 

In just two years from 1985-86 to 1987-88 military spending has gone up by 60 
per cent. The 1987-88 budget also provides for an increase of almost one-third 
in the centre’s expenditure on the paramilitary forces, from Ks 712 crore in the 
1986-87 budget to Rs 975 crore. (The state governments’ expenditures on their police 
forces rose by over two and a half times in the first six years of this decade from 
Rs 714 crore in 1979-80 to Rs 1,810 crore in 1985-86.) The ratio of military spending 
to gross domestic product will rise from 3.6 per cent in 1985-86 to 4.2 per cent 
in 1986-87 and to over 4.6 per cent in 1987-88, taking the budget estimate for the 
year which is certain to be exceeded. The Seventh Plan projections of the Centre’s 
revenues and expenditure had assumed that military spending would be contained 
at 3.5 per cent of GDP in 1987-88. Is it any wonder at all, then, that despite resort 
to deficit financing on a massive scale the increase in the central plan outlay has 
had to be kept down to a ineasly 10 per cent over what had been provided in the 
1986-87 budget and a mere 4 per cent over tlie rev ised estimate of ih': actual central 
plan outlay in the year? Never has the choice bciwcen defence and development 
been posed more sharply than by the 1987-88 budget. 

These calculations of the growth of government spending on defence do not. 
it should be emphasised, take into account the outlays on the government’s nucleai 
and space establishments which obviously have a major military dimension. Noi 
do they cover military spending included in the budget estimates of other 
departments of the government such as that on border roads which forms part 
of the budget of the ministry of surface transport. It is also important to note 
that so confident is the military establishment becoming of the relatively free hand 
it enjoys that it docs not feel any qualms about its actual spending far exceeding 
the outlays provided in the budget, (he excess having to be regularised through 
a series of supplementary demands presented lo parliament ex-post. The budget 
for 1986-87 had thus provided for an increase in military spending of Rs 866 crore 
over the revised estimate for 1985-86. The increase has in fact turned out to be 
Rs 2,332 crore as per the revised estimates for (he year. Obviously it could nOt be 
.hat the military establishment did not have a better idea of what it was going to 
spend in 1986-87 when the budget for the year was framed but it chose to vastly 
understate its likely expenditure, confident in the knowledge—since, to quote the 
prime minister, “no compromise is possible where country’s defence is concerned’’— 
that in its actual drawings on the exchequer it need not feel at ail constrained by 
the sums provided in the budget and approved by the parliament. 

The significance of the rise in military spending does not lie merely in the diversion 
of resources away from investment for development, though this is undoubtedly 
important. It has to be seen in the overall context of the interests and motivations 
of the government as reflected in its internal and external policies. It is relevant 
to recall in this connection that references to the supposed threat to the country’s 
integrity and security had made a decisive contribution to the C:ongress(l)’s sweeping 
victory in the last elections lo the Lok Sabha. Elections apart, crying ‘wolf about 
security has become a tried and tested way for our rulers to rally political support 
The fact that their counterparts in Pakistan do the same has the con.sequcnce of 
lending a measure of apparent authenticity to the talk about threats to security. 
Critics of the rise in military spending by the Indian government cannot certainly 
deny the fact of the Pakistani military build-up, just as those in Pakistan who arc 
opposed to the Zia regime’s single-minded pursuit of AWACS and other 
sophisticated armaments have to accept that more or less the same sort of eseicise 
is being conducted across the borders. Thus the seemingly competitive arms build up 
in'the two countries has a complementary dimension to it What is mote, this process 
is probably about to take a quantum leap as it may be only a matter of time before 
the two countries openly enter the arena of nuclear weapons. This seems to be 
the message of the Pakistani nuclear scientist Abdul Oadci Khan’s recent 
controversial interview. 



Lok Dal 

ChooHing the Heir 

CHARAN SINGH, the seriously ill 
patriarch of the Lok Dal, has bequeathed 
his political estate to his US-trained son, Ajit 
Singh. The recent upheavais in the Lok Dal 
have to be seen as the outcome of the 
withdrawal of power from H N Bahuguna 
and others. Bahuguna was the party’s work¬ 
ing president, next to Charan Singh, and has 
a good following in the UP legislative 
assembly and in the Bihar party led by 
Karpoori Thakur. The t.ok Dal, like its 
predecessors, the Bharatiya Lok Dal and the 
Bharatiya Kranti Dal, draws electoral sup¬ 
port frr>m the Jats, in western UP and 
Haryana, and other ‘backward castes’ such 
as Yadavs and Kurmis in UP and Bihar. 
Charan Singh has been the unchallenged 
leader of this political constituency. His own 
support has all along come from the Jats, 
with leaders of the other numerically .smaller 
but politically more conscious ‘backward 
castes’, who failed to secure positions of 
power in the ruling Congress(I), rallying 
behind him. 

The method Charan Singh adopted to 
carry out the transfer of party leadership to 
his son was straightforward. The Lok Dal 
is the largest opposition party in the UP 
legislative assembly. It was led by Mulayam 
Singh Yadav who sided with Bahuguna. So 
Ajit Singh paraded a majority of the Lok 
Dal MLAs before the assembly speaker and 
appointed Satyapal Yadav as leader of the 
Lok Dal legislature party. This done, Charan 
Singh called a plenary session of the party 
in New Delhi on March 5 and ensured the 
appointment of Ajit Singh as vice-president 
of the Lok Dal, with all the powers of the 
party president vested in him. The session 
also ratified the removal of Bahuguna from 
the position of working president and of his 
followers from other positions in the party. 

Charan Singh evidently believes that the 
Jats and other backward castes will shift 
their allegiance to Ajit Singh after his own 
death. No doubt the unchallenged succes¬ 
sion of Rajiv Gandhi in the Congress(l) after 
Indira Gandhi’s death is very much in 
Charan Singh’s mind. However, unlike Rajiv 
Gandhi, Ajit Singh is not in power. Ajit 
Singh will have to contd|ii|^ith established 
leaders of Jats and other backward castes 
in UP, Haryana and Bihar. The Congress(I) 
too has its share of Jat, Yadav and other 
backward caste leaders in the northern 
states. 

The attitude of the Lok Dal leader in 
Haryana, Devi Lai, to the power struggle in 
the party has been significant. He has re¬ 
mained aloof from the drama of transfer of 
leadership from father to son. Devi Lai has 
to face assembly elections in his state in the 
next two months or so and is engaged in a 
battle against Bansi Lai, the Congress(I) 
chief minister of Haryana and an equally 
powerful leader of the Jat community in the 
state. He knows that a division in the party 


is going to benefit the Congress(I) in the 
elections. Devi Lai has, therefore, avoided 
a confrontation wiilf Charan Singh’s son, 
though he is unsure of Ajit Singh’s support 
to him. 

Taxation 


Shadow of Expenditure Tax 


SO all that we have got in the name of an 
expenditure tax is the introduction of what 
the budget speech describes as a “new sav¬ 
ings scheme based on total net saving prin¬ 
ciple^’. The new scheme does not replace but 
supplements the various existing schemes 
which attract tax concessions under section 
80-C of the Income Tkx Act. 

IWo major merits are often claimed for 
an expenditure tax: one that it is levied on 
spending, that is, the claim to use of resour¬ 
ces, rather than on earning which represents 
creation of resources; the other that the tax 
can nevertheless differentiate between tax¬ 
payers according to their total spending and 
so can be graduated in the same way as the 
income tax. 

The difficulty with approaching spending 
partially, be it through commodity taxes of 
various types or through the exemption of 
savings from income tax, is that the burden 
can then nut easily be related to the level of 
spending of the tax-payer. In fact, the pro¬ 
blem with practically all schemes of conces¬ 
sional treatment of savings is that the gains 
of such concession accrue rather regressively. 
Given the framework of a progressive in¬ 
come tax, the richer a person the higher pro¬ 
portionately is his gain from saving a rupee 
of his income. The scheme announced in the 
budget does not show any awareness that 
such a problem exists at all. 

The new scheme, however, makes an ad¬ 
vance on the existing schemes in introduc¬ 
ing the principle of netting so that with¬ 
drawals from savings will become taxable in 
the year of withdrawal. Since the tax con¬ 
cession is on 50 per cent of net saving, when 
the withdrawals are effected 50 per cent 
thereof will be added to the taxable income 
of the year of withdrawal. 

The question is why the netting principle 
could not be extended to the existing saving 
schemes as well so that people do not mani¬ 
pulate their finances only to avail of tax con¬ 
cessions without really generating additional 
savings. The co-existence of the new scheme 
in which saving is subjected to netting and 
the earlier ones in which it is not opens one 
more avenue of manipulation without en¬ 
suring that there will be net additional saving 
under the new scheme. 

Since the report of the expert group which' 
went into the question of the expenditure tax 
has not been made public—selective release 
of reports of committees and commissions 
seems to be becoming the government’s stan¬ 
dard practice—it is difficult to say whether 
or not a departure has been made from the 
group’s recommendation in framing the new 
saving scheme. But if the authorship of the 


new scheme is traceable to the group, it 
either speaks poorly of the quality of its 
work or is an indication of the pressures 
under which it worked. 

Indo-Pak Relations 


Recurrent Pattern 


A Correspondent writey. 

NOW that the sabre-rattling is over, we can 
pause a bit and ask ourselves what the big 
hullabaloo was all about, and where it is 
leading this iil-starred sub-continent of ours. 

There seems to be a general agreement 
that India’s much publicised ‘Operation 
Brasstacks’ was to impress Pakistan with our 
latest acquired weaponry—yet another 
episode in the game of deterrence that the 
two warring neighbours keep playing in im¬ 
itation of the superpowers. That the game 
has to be played under the surveillance of 
the superpowers—and with their 
weaponry—was evident from prime minister 
Rajiv Gandhi’s haste in informing both the 
US and the Soviet Union about the situa¬ 
tion on the border, soon after the deploy¬ 
ment of troops had led to a surcharged at¬ 
mosphere. The entire exercise has provided 
Pakistan with a handle to reinforce its de¬ 
mand for AWACS and other sophisticated 
weapons in the continuing Indo-Pak arms 
race. 

The tension remains suppressed for the 
time being, ready to be triggered off at any 
moment which may be opportune for either 
of the two countries—or the two super¬ 
powers who are pulling the strings from 
behind. The two sides have agreed to a pull¬ 
back of troops only in the northern sector. 
The armies of the two countries continue to 
face each other on the Punjab and Rajasthan 
borders, rhus, two new points of explosion 
have been created along with the perennially 
explosive border in Jammu and Kashmir. 
One can well predict the future pattern. 
Border skirmishes—accidental or mani¬ 
pulated—as in the past, could create a near¬ 
war situation and whip up jingoist frenzy 
within the two countries. Such a situation 
had helped the ruling powers in both the 
countries to disarm their respective political 
opposition forces and herd them into a tem¬ 
porary ‘national unity’. The orchestrated 
chorus of support to the centre and the 
demand for a more militant posture that 
marked the behaviour of our opposition par¬ 
ties during the border crisis is an indication 
of the utter abdication of all sense of respon¬ 
sibility and discernment which the political 
parties—of both left and right—betray 
whenever there is any trouble with neigh¬ 
bouring countries. ‘My country, right or 
wrong’ seems to be the credo for all in such 
situations. 

Meanwhile, although the game of deter¬ 
rence represses an immediate break-out of 
a war, it works its way back into tiie coun¬ 
try’s economy and polity. Expenditure on 
defence—against the backdrop of ‘Opera- 
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tion Braistacks’ and itt fatl-out—will go up. 
The continuous presence of Pakistani troops 
on the borders wilt spur India's super- 
patriotic politicians as vi^I as military-arms 
salesmen complex to put the armaments race 
in top gear. 

The ebbs and flows in Indo-Pak relations, 
between talks of an elusive no-war pact and 
ever present postures of belligerency, will 
continue to plague the sub-continent as long 
as the ruling forces in the two countries fail 
to emerge as independent powers, confident 
enough to solve their respective domestic 
problems. Vital decisions on their relations 
are still being made in Washington and 
Moscow, occasional [leevish protestations by 
New Delhi and Islamabad notwithstanding. 
If India and Pakistan continue to remain 
addicted to newer and newer sophisticated 
armaments (whkn have to be imported from 
the superpowers) in a foolish bid to vie with 
each other in a show of might (either to im¬ 
press the third world or their own citizens), 
they will have to subject themselves to fre¬ 
quent arm-twisting by the superpowers who 
bring pressure on the two countries to serve 
their own respective interests of hegcmory 
in the sub-continent. Our adventure in the 
then East Pakistan in 1971 suited the Soviet 
Union at that lime, and it gave us the um¬ 
brella to impress the US through a proxy 
war. Today, a similar Indian adventure vis- 
a-vis Pakistan would queer the Soviet pitch, 
eager as it is right now to woo Pakistan for 
its help to bail out the Russians from the 
Afghanistan imbroglio. The Soviet offer to 
Pakistan of a no-war pact with India (tak¬ 
ing for granted the Indian government’s ac¬ 
quiescence in the matter, thus displaying the 
typical avuncular insouciance) and increased 
economic aid to Pakistan, coincide with the 
conspicuous absence of the usual Soviet 
anti-Pak rhetoric which accompanies Indo- 
Pak border disputes. In the past, in any such 
dispute, the Russians had invariably accused 
Pakistan of being a part of the US cons¬ 
piracy to ’destabilise* India. But this time, 
the Swiet Union appears to have taken pains 
to pose as a neutral observer judging by 
official statements aad newspaper commen¬ 
taries from Moscow which patronisingly ad¬ 
vice both India and t^kistan to make up. 

The traditional nries of the two super¬ 
powers appear to be reversed in the sub- 
cotinent, wMi tiK US snubbing irs protege 
Mthtan, the American ambassador Dean 
Hinton asking Idamabad to desist from 
competing with New Delhi in its nuclear am¬ 
bitions. Is it a sop for New Delhi which of 
late had shown increasing inclinations for 
collaboration with Washington in economic 
matters? Is it an indication of a new turn 
in superpower interests in the sub-continent? 

One does not, surely, expect a drastic 
change in their strategies? But their im¬ 
mediate interests possibly favour a de- 
escalation of tensions in the sub-continent. 
Their pressures are likely to prevail over the 
mutu^ suspicions and hostilities that haunt 
Indo-Pak relations. The bon-homie of 
cricket diplomacy, coming fast on the heels 
of the fee-Iaw-fum of ‘Operation Brasstacks’, 


may provide a deceptive calm. The arms race 
continues. The armies of the two counities 
remain poised for a war. The red signals in 
Washington and Moscow may turn green 
any moment. 

Railways 


Overaged Assets 


THE railway budget for 1987-88, presented 
to parliament on l^ruary 25 by Madhavrao 
Scindia, has been hailed by the spokes¬ 
persons of trade and industry. Sdndia has 
been given credit for presenting a budget 
with a surplus of Rs 69 crore without any 
hike in pa.ssenger fares and freight rates. 

According to Scindia, there has been a 
marked improvement in the performance of 
the railways. The actual perfoiinance, 
however, leaves much to be desired. The 
operating ratio (total working expenses 
divided by gross traffic receipts) was 96..5 per 
cent in 1984-85, 90.6 per cent in 1985 86 and 
is estimated to be 93.5 per cent and 92.3 per 
cent in 1986-87 and 1987-88 respectively. It 
is. therefore, imperative to reduce working 
expemes, which were 93.5 per cent of revenue 
during the period 1984-85 to 1986-87, by im 
proving productivity. High operating ratios 
should be a matter of concern. 

The railways can hardly claim any credit 
for not increasing passenger fares and freight 
rales and yet earning a surplus. I^ssenger 
fares and freight rates have been regularly 
increased and brought in line with costs 
during the preceding five years. Freight rates 
for all commodities were increased from 
December I last year. This is expected to 
increase earnings by Rs 476 crore during the 
last four months of the present financial year. 
This increase itself will net an additional 
revenue of Rs 1,000-1,200 acre in 1987-88. The 
surplus of the railways is arrived at after pro¬ 
viding for dividend at a low rate of 6-6 '/j per 
cent on the dividend-paying capital. In spite 
of the low rate of dividend payment, the 
railways would owe the union government an 
amount of Rs 428 crore as ‘deferred dividend 
liability’ at the end of the current financial 
year. 

'Die transport capacity of the railw^ts 
has lagged Irehind the requirements of the 
economy due to inadequate investment. Hus 
fKt has been h^hli^ted by the National 
Thmsport Policy Committed the Railway 
Reforms Committee and the Rail Ihriff 
Enquiry (fommittee One indication is the age¬ 
ing of the Fixed assets of the railways. The 
acquisition of rolling stock, track renewals and 
electrification targets were not fulfilled during 
the Sixth Plan due to the constraint on finan¬ 
cial resources. Huge arrears of replacement of 
overaged assets have accumulate. There is a 
preponderance of obsolete assas and out¬ 
moded technology in the railways and hence 
replacement and modernisation should receive 
top j^ority. Scant attention was paid to these 
problems in the past. During the seventies the 
contribution to the depreciation reserve fund 
was an annual average of Rs 155 crore. It is 


only when the problem of overaged assets 
became acute that the amount was stepped up 
to Rs 860 crore in the latter years of the Sixth 
Plan. The contribution to the depreciation 
reserve fund has increased from 3 per cent of 
the capital at charge in the mid-seventies to 
10 per cent in 1985-86 and to 12 per cent in 

1986- 87. The inadequate depreciation of earlia 
years, as the minister of .state for railways 
has acknowledged, “has been the major 
contributory factor leading to the huge 
backlog of replacements and the slow pace of 
intxlernisation”. 

In the debate on the railway budget in the 
1 ok Sabha the minister of state for railways 
said that it was the government's policy to 
give priority to modernisation and rehabili¬ 
tation before taking up new projects, Scindia 
said that the railways could not go on ex¬ 
panding at the cost of the existing system 
which needed to be modernised urgently. 
Apart from lenewing aged track, imixirtance 
W.IS being given to the electrification pro¬ 
gramme. 74 per cent ol the annual plan 
onlhiy III the fiist two yeais of the plan had 
neen spent on tract lenewal, improving the 
telecommunieation and signalling sysiem. 
elccitifivation and siieainlining the lunction- 
iiig ol the loco sheds. On track renewal, the 
niiniMei said that the backlog of 20,000 km 
would be completed by 1995. 

Tlic .Seventii Plan aUocalion for the railways 
i.s Rs 12,3.34 crore. Over 50 per cent of the 
outlay IS expected to be financed from inter¬ 
nal resources. The internal resources compo¬ 
nent will, however, include an elanciit of 
market borrowings which has been placed at 
Rs 250 crore in 1986-87 and Rs 300 crore in 

1987- 88. The plan expenditure for 1986-87 is 
estimated to Ire Rs 2,675 crore while that for 
1987-88 IS budgeted at Rs 2,680 crote; a 
nidiginal increase Out of this, capital from 
the central exchequer is estimated to be 
Rs 1,324.81 crore in 1986-87 and Rs 1,140.93 
crore in 1987-88, a decrease of Rs 184 crore. 
With lesser capital coming from the central 
exchequer and a definite limit on financing 
capital oqywiditure from intanal resources, the 
railways would probably have to borrow more 
from the Indian capital market and foreign 
sources in the coming years. 

Nicaragua 


Reagan's Rag-Tag Mob 


THAT the American government and the 
CIA were in fact continuing to fund the 
Contras in Nicaragua even during the time 
when there was an official moratorium on 
such involvement can hardly be termed a 
revelation. Given the US objeciivcs in cen¬ 
tral America, vi/, to destabilise the econo¬ 
mies of those small nations to keep them 
dependent on US patronage, the Contras arc 
an important component of US plans to 
achieve these ends in Nicaragua. A mere 
matter of a Congressional moratorium could 
hardly have been expected to stop Reagan 
from continuing to fund one of his favoui iie 
‘charities’. What was susjrectcd has been 
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confirmed—that an elaborate network had 
been created, involving several agencies of 
the government not only to route assistance 
to the Contras but also to channel funds 
from diverse sources. This has had the effect 
of creating some confusion even among the 
Contras. Simultaneously it has provoked the 
other central American countries, which 
have served as bases for the Contra.s, to voice 
their misgivings. 

The Contras have never been a single en¬ 
tity—they comprise disparate groups based ■ 
in several central American countries, some- 
in Nicaragua and others in Honduras and 
Costa Rica. The Iran arms deal scandal and 
the consequent uncertainty about US aid has 
aggravaied the dissensions among the Con¬ 
tras. However, it has also motivated a change 
in plan—the United Nicaraguan Opposition, 
the Contra umbrella organisation, now pro¬ 
poses to begin what its secretary general calls 
a “diplomatic offensive”. This not only in¬ 
cludes winning more open support from the 
central American governments but also 
other moves such as issuing a joint statement 
with other groups outside the UNO. Ob¬ 
viously aimed at wooing those elements in 
the US who have opposed in one manner or 
Other official aid to Contras, the statement 
envisages “an authentically democratic 
regime” in Nicaragua. 

These manoeuvres become significant in 
tne context of developments in the US and 
the central American countries. There is 
every chance that Reagan’s proposal seeking 
another S 100 million for the rebel forces 


may fall through. And although the US con¬ 
tinues to openly train Contras, public 
opinion—especially in the wake of the US 
state department’s own reports acknowledg¬ 
ing summary executions, torture and kidnap¬ 
pings of civilians by the Contras—may even¬ 
tually turn even more hostile. Of Nicaragua’s 
neighbours Honduras finds itself particularly 
vulnersLble at the moment—the Contras now 
appear'to be a permanent fixture on Hon¬ 
duran soil and their military forays into 
Nicaragua have ended in retreats which have 
brought the war into the country. Despite 
close links with the US, the central American 
countries have become entirely disenchanted 
with the Contras who thus ne^ a new image 
of being more than a rag-tag mob. 

Despite the fact that the Contras have by 
and large failed to achieve major military 
objectives it would be wrong to dismiss the 
threat they present to the Nicaraguan revolu¬ 
tion. They have, after all, succeeded in 
distorting the economy by forcing excessive 
defence spending. Nor can the failure of the 
Contras be taken as a sign that US interest 
in Nicaragua will wane. American imperia¬ 
lism has continued to intervene through sec¬ 
tions of the Nicaraguan church, several other 
institutions and the press to carry on an 
ideological battle aimed at undermining the 
revolution. The Contras will continue to play 
the role for which they have been created—to 
destabilise the economy and draw meagre 
resources away from precisely those develop¬ 
ments which would have gone a long way 
towards countering US manoeuvres within 
the country. 


BUSINESS 

Meeting Shetkari Sanghatana Half-Way 


THE union agriculture minister G S Dhillion 
announced in parliament on March 3 the 
government’s decision effecting an increase 
of Rs 10 per quintal in the minimum sup¬ 
port price for the fair average quality of raw 
cotton (kapas) for the 1987-88 season begin¬ 
ning with ^ptember. Accordingly, the 
minimum support price for the basic variety 
H-4 in the long and superior long staple 
group would be Rs S50 per quintal and that 
for F-414 and H-777 Rs 440. The support 
prices for other varieties in the long and 
superior long staple group and for those 
other than the long and superior long staple 
group will be fixed by the textile commis¬ 
sioner in the light of their normal market 
price differentials with the basic varieties. 
The Cotton Corporation of India would 
operate in case prices tended to fall below 
the minimum support prices. The minister 
expressed the hope that the support prices 
would provide continued incentive to cotton 
growers to increase production and 
productivity. 

The .significance of the government’s deci¬ 


sion in regard to support prices for the next 
season lies less in the extent of the price hike 
than in the timeliness of the atmouncement. 
Perhaps not many might be aware that this 
is the first time that support prices are being 
announced well in advance of the commen¬ 
cement of the sowing operations. Hitherto, 
the support prices had always been anno¬ 
unced after the completion of sowings and 
often after the commencement of the harves¬ 
ting operations. One hopes that the timely 
announcement reflects the government’s 
belated recognition of the all-too-elementary 
need to ensure farmers a minimum remune¬ 
rative price for their produce in order to 
influence their planting intentions. For, it 
could well be that the early announcement 
of the hike in support prices has been dic¬ 
tated by the political need to mollify the 
Shetkari Sanghatana which unrter the power¬ 
ful leadership of Sharad Joshi had long since 
been agitating for higher cotton prices under 
Maharashtra’s monopoly procurement 
scheme. The long drawn out agitation had 
been withdrawn about the midcUe of Ixbruary 


on the state chief minister S B Chavw’i 
assurance that the state government and the 
Shetkari Sanghatana would work together 
to sqiproach the centre to secure a higher 
price for cotton and that the Sanghatana 
would be associated in the sale and export 
of cotton procured under the monopoly 
scheme. 

Be that as it m^', the announcement 
about the increase in the support prices for 
the next season is very timely and therefore 
welcome. That the increase of Rs 10 per 
quintal of kapas, though much higher than 
the increase of Rs 5 per quintal granted for 
the 1986-87 season, falls far short of the cot¬ 
ton lobby’s expectations, roused perhaps as 
much by the steep rise in cottonseed prices 
this season as by the rise in input costs, is 
another matter. One could argue that since 
the ruling pricM of cotton are ^K>ut 20 to 
2S per cent higher than the existing support 
prices, an increase of Rs 10 per quintal 
(about two per cent) in the support prices 
for the next season is of little practical 
significance. The prevailing high prices 
should serve as a sufficient inducement for 
the cotton cultivators to step up production 
through increase in the area sown as also 
through increased productivity. It is hardly 
necessary to point out that the production 
of cotton as also of other crops depends 
essentially on the timely availability of re¬ 
quisite inputs and weather conditions rather 
than on price incentives. However, going by 
the behaviour of cotton prices during the 
198S-86 season when despite the massive 
price support operations by the CCI prices 
slumped to the lowest levels for a decade, 
growers’ interests need to be safeguarded 
through appropriate minimum prices sup¬ 
ported by adequate infrastructural facilities 
to absorb all the kapas that is offered at the 
support prices. 

One can never be too sure how the market 
might behave. Indeed, few could have 
visualised the kind of cotton scenario that 
has emeiged during the current season. Cot¬ 
ton prices which had remained very much 
depressed throughout the 198S-86 season 
and stood substantially below the official 
support levels—about Rs 800 to Rs 2,S00 a 
candy lower, depending on the variety—early 
in the current season are now quoted 20 to 
2S per cent above the support prices. From 
a low of \ 62.9 in Septmber, the official 
wholesale price index for raw cotton rose to 
228.S in January (about 40 per cent up). 
Prices have risen further since then. However, 
the sharp upswing in cotton prices, which 
cannot be satisfactorily explained purely in 
terms of the setback in production from 
around 107 lakh bales in 1985-86 to 95 lakh 
bales in 1986-87, needs to be viewed agaii)st 
the background of the phenomenal decline 
in the preceding two seasons—20.9 per cent 
between September 1984 and August 1985 
and 30.4 per cent between August 1985 and 
Septembw 1986. The recent upsurge has 
lifted the index for mw cotton back to the 
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My 1985 mark. 

During 1985-86, the CCI had to procure 
a record 12.52 lakh bales under the price sup¬ 
port operation on which it incurred a loss 
of Rs 59.96 crore. It lost another Rs 1.90 
ctOK on commercial purchases of 3.22 lakh 
bales. The Maharashtra State Co-operative 
Cotton Growers’ Federation procured a 
record 29.65 lakh bales under the monopoly 
scheme on which it incurred a staggering loss 
of Rs 310 crore. The current season (1986-87) 
presents a very different picture. The CCI 
expects its operations during 1986-87 to yield 
a profit of about Rs 3 crore; the Maharashtra 
federation is hopeful of making a profit of 
about Rs 40 crore and distribute Rs 30 crore 
among the cotton growers by way of addi¬ 
tional bonus and transfer Rs 10 crore to the 
price equalisation fund which had been 
completely wiped out by 1984-85. Despite 
the anticipated bonus, farmers would be 
receiving much less for their kapas as the 
guaranteed prices for 1986-87 (fixed at the 
support prices) are substantially below those 
for 1985-86. 

This is not about all. The current season 
is half-way through and nearly three-fourths 
of the crop has already been marketed. Out 
of the total stock of 14,46 lakh bales in¬ 
clusive of 6.96 lakh bales carried over from 
the 1985-86 season, the CCI has disposed 
of 13.66 lakh bales, leaving an unsold stock 
of 80,000 bales (as on March 6) of which 
only 3,000 bales are of 1985-86 crop. For the 
first time ever, the corporation will be 
without any stock at the end of the season. 
As for the Maharashtra federation, it has 
already sold 15 lakh bales out of the 16.5 
lakh bales it carried from the 1985-86 
season. And out of the 12.5 lakh bales pro¬ 
cured till March 6, it has sold 4 lakh bales. 
Its unsold stock therefore consisted of 1.5 
lakh bales of the 1985-86 crop and 8 lakh 
bales—-still to be pressed—of the new crop. 
According to informed sources, total pro¬ 
curement this season is unlikely to exceed 
13.5 lakh bales. It is not that the Maharashtra 
crop this season will be only that much. 
Apparently, some of the cotton has been 
sold outside the state. The monopoly scheme 
now permits cotton growers to sell their 
cotton in other states, if they so desire. 

The Maharashtra federation docs not 
seem to be the least bothered about the stock 
it is currently carrying. Cotton continues to 
be in good demand and prices and inclined 
upward. The federation is looking forward 
to an additional export quota and export is 
a highly profitable business, the profit 
margin being mentioned around Rs 600 a 
candy. New Delhi is firmly committed to 
allowing export of 6 lakh bales a year for 
three years. The union minister of state for 
textiles Ram Niwas Mirdha has let it be 
known on quite a few occasions that there 
was no question of backing out of the long¬ 
term commitment and that the government 
would not hentate to import cotton to make 


good the shortage in supply to the domestic ' 
consumers'if the situation warranted such 
action. Viewed in the light of Mirdha’s 
categorical statements, the delay in the 
release of the balance export quota of 3.5 
lakh bales is difficult to appreciate An 
additional export quota would greatly help 
the Maharashtra federation to improve its 
financial position. In any case, the federa¬ 
tion also will not be left with any unsold 
stock at the end of the current season. 

It appears that the high-power committee 
set up ty the Maharashtra government under 
the chairmanship of V M Hate to study the 
monopoly procurement scheme in all its 
aspeas will take quite some time to submit 
its report. The committee has so far recorded 
statements from over 100 persons including 
20 MLAs. Apparently, there is no question 
of giving up the monopoly scheme, its poor 
performance notwithstanding. 

Shipping 


Cai^o Support 


SHOULD national bottoms be given cargo 
support or not? There are as many opinions 
as there are participants in the discussion. 
The situation is best summed up by the fact 
that even the ministries concerned at the cen¬ 
tre have taken different stances. 

The present controversy follows the state¬ 
ment made by the union minister of state 
for surface transport, Rajesh Phot, some¬ 
time ago in parliament declaring his inten¬ 
tion to bring forward legislation to ensure 
cargo support to Indian flagships which have 
been hit ^ the continuing global recession 
in the shipping industry. The issue has since 
snowballed into a debate involving, among 
others, the union commerce and surface 
transport ministries. 

The cargo support scheme, known as en¬ 
titlement voucher scheme (EVS), would 
make it mandatory for exporters to channel 
at least 40 per cent of liner cargoes moving 
in the country’s export trade to national 
bottoms. As per the scheme, any Indian 
shipper if he is to patronise a foreign flag 
vessel or carry his cargo in a foreign liner 
must obtain a voucher entitling him to do 
so by first supporting an Indian vessel. For 
example, if an exporter ships Rs 50 lakh 
worth of cargo in Indian ships, he will be 
given a voucher worth Rs 75 lakh for ship¬ 
ment in foreign vessels. 

The introduction of the scheme will in ef¬ 
fect mean that India, for the first time, will 
make operative the Unctad code of conduct 
for cargo-sharing which came into force in 
October 1983. The Unctad code is meant to 
ensure an equitable share for the national 
bottoms of third world maritime countries. 
Though the scheme is in vogue in some of 
our neighbouring nations, India has so far 
not made the Unctad code operative. The 
question is what provoked the recent sudden 


TWENTY YEARS AGO 

EPW, March M. 1967 

The prime minister is yet to be chosen, but 
as we go to press everything points to the con¬ 
tinuance of Indira Gandhi. The Congress, 
which she led in the elections has suffered 
severe losses and the electorate has expressed 
its dissatisfaction with her government’s 
policies in no uncertain manner by voting out 
of ofTice practically half her cabinet, including 
the ministers ot food and finance... Vet the 
Congress Party does not seem inclined, ot is 
unable, to produce a new leader... it is not 
difficult to grasp that tension and instability > 
are inherent in an arrangement under which 
non-Congress governments in the states have 
to survive by the test of their performance in 
office and yet their ability to perform well is 
vitally dependent on the decisions and actions 
of the Congress government at the centre. 

I* is 65 years now since Indian natuml rubber 
first entered the market. In these years, it has 
been in and out of price control, has enjoyed 
protection from imports, and has achieved an 
annual production of approximately 54,000 
tonnes with an acreage of nearly four lakhs... 
60 years after rubber became a commercial 
crop the Rubber Board has not carried out a 
systematic survey of the new acreage and type 
of land required to meet the country’s demand 
for natural rubber. Natural rubber has been 
protected too long and it now threatens to mar 
the export prospects of the rubber goods in¬ 
dustry. This is no time to pamper it further. 

# « • 

The first non-Congress government in West 
Bengal has been catapulted into power by a 
mighty popular thrust—very much against the,' 
de.signs and calculations of its beneficiaries. ’ 
History has seldom seen such a reluctant 
march to authority. The dominant section in 
the leadership of the CPI(Marxist), the largest 
party in the coalition had at an early stage of 
the pre-election palavers explidtly suted it did 
not envisage an alternative government in the 
state; its unconcealed strategic objects were 
consolidation of its own position as the prin¬ 
cipal opposition party in the sute legislature 
(and, thereby, outside the legislature too) and 
inflicting maximum damage pa.vsiblc to the 
Right CPI in the process. 

* « • 

Approximately one-sixth (and possibly a lit¬ 
tle more) of the total electorate in India’s fourth 
elections were persons born between 1941 and 
1945. The memories <if this section... will 
have registered only the post-independence 
events in the country. Lligible to vote for the 
first time, this group of about 40 million has 
probably played an important role in deciding 
ihc outcome of the recent elections.. The 
next general elections in 1972 will, no doubt, 
carry this change of composition with its 
potency foi change a step further. For, by then 
voters who cannot lemcmber the independence 
day will number 85 to 90 million and so will 
account for 30 to 33 per cent of the total elec¬ 
torate. The Congress has failed to attract the 
loyalties of these young men who, as shown 
by the frequent student riots and agitaiion.s, 
are indeed very angry. 


431 



March 14, 1987 


ECONOMIC AND POLITICAL WEEKLY 


realisation of the merits of the code? 

The foremost explanation is the prolonged 
and severe recession in international shipp- 
ing marked by global excess tonnage and 
very low freight rates. Indian shipping com¬ 
panies are unable to stay afloat in the face 
of severe competition from foreign shipping 
lines which do not hesitate to under-cut 
freight rates. Another argument in support 
of the scheme is that when every other coun¬ 
try is putting up trade walls, India cannot 
allow others to get away with its 'legitimate 
share' of shipping. 

Opposition to the scheme comes from 
shippers. Exporters allege that it will hamper 
the country’s export effort. The scheme^ ac¬ 
cording to them, amounts to a blatant inter¬ 
ference in their right to export their products 
by lines of their choice. The shippers also 
contend that the national lines are incapable 
of offering competitive freight rates given the 
global recession. Also, they argue that 
domestic shipping lines are limited in 
number and arc incapable of handling the 
huge export trade and sophi.sticated items. 
They add that along certain routes Indian 
shipping lines ate non-exi.stcnt and on others 
sailings by national bottoms are few and far 
between. Even on certain busy routes the fre¬ 
quency of Indian liners is extremely low. 

The union commerce ministry, sharing the 
shippers’ discontent, has opposed the sur¬ 
face transport ministry’s voucher scheme. 
Coming as it does at a time when the 
balance of payments position is under severe 
stress, the cargo support scheme will deal a 
blow to the endeavours on the export front, 
it says. Shippers have now raised the counter¬ 
demand that government should extend 
subsidy to exporters (or Indian shipping 
companies). 

In a tactical move the surface transport 
ministry has asked the commerce ministry 
to come up with an alternative solution. The 
latter has proposed a voluntary code of con¬ 
duct for shippers instead of statutory com¬ 
pulsion. But such a voluntary course is 
neither feasible nor practicable It is dilTtcult 
to monitor the numerous individual shippers 
who are not part of any national or regional 
shippers’ forum. 

The volume ot Indian export and import 
cargo carried by Indian and foreign lines is 
given in the table. It is dear from the table 
that the share of Indian lines m export trade 
has declined over the years. The share of 
Indian bottoms, which was around 27 per 
cent in 1982-8.1. has fallen to a meagre 18 
per cent in 1985-86. This underscores not 
only the extent of competition in the world 
market but also the impracticality of a 
voluntary code for shippers. If we exclude 
public sector cargo and the cargoes carried 
under bilateral agreements, the share of 
Indian liners in export trade would be even 
less. As per the Unctad code, it is expected 
that the proposed legislation would leave out 
items which are carried on full load basis 


Tabic : Carriage of Cargo from/to Indian Ports 

{MilUon tofom) 


Year _ Imports _ Exports Sh are of Indian Lines (Per Cen t) 



Indian 

Lines 

Foreign 

Lines 

Indian 

Lines 

Foreign 

Lines 

imports 

Exports 

Ibtal 

1982-83 

24.87 

2i;.30 

7.36 

25.20 

53.1 

26.6 

41.5 

1983-84 

23.47 

19.19 

7.50 

25.63 

55.2 

22.6 

41.8 

1984-85 

21.96 

22.32 

8.56 

29.35 

49.6 

22.6 

37.1 

1985 86 

22.66 

24.26 

7.26 

32.16 

48.3 

18.4 

34.7 


Source: Directorate General of Shipping. 

and 40 per cent of the remaining exports 
alone would come under the purview of the 
proposed legislation. 

Are Indian liners uncompetitive? Here one 
must make a distinction between competitive 
and ‘dumping’ freight rates. Dumping 
freight rates arc the consequence of excess 
tonnage capacity the world over. Foreign 
liners, operating a network service, can af¬ 
ford to offer such rates for Indian shippers 
.since the Indian sports are onlv wayside ones 
for them. 

But for how long will they be able to sus¬ 
tain these extremely low freight rates? The 
recently concluded International Chamber 
of Commerce meet on shipping in Bombay 
struck a warning note in this regard. In a 
specific recommendation, it called upon 
shippers In reatgnise that whatever the short¬ 


term benefits, uneconomic freight rates can¬ 
not be in the long-term interests of efficient 
maritime transport. In supporting the 
foreign liners for short-term gains, the ship¬ 
pers are being short-sighted. For, once the 
market firms up and the Indian liners are 
effectively pric^ out, the shippers will be 
at the mercy of foreign flagships. 

The voucher scheme, the transport minis¬ 
try has clarified, is not as rigid as it is made 
out to be. It points out that exporters are 
allowed to ship through foreign flag vessels 
to regions to which Indian ships do not ply. 
Vouchers are also freely negotiable. Thus, the 
idea behind the scheme is only to ensure 40 
per cent cargo support in the overall export 
trade of the country. In other words, the 
transport ministry will not insist upon the 
40 : 60 ratio for every individual export. 
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CAPITAL VIEW 


The Jungles of Today 

Romesh Thapar 


WE are on the edge of what are bound to 
become prolonged nuclear dialogues bet¬ 
ween India and Pakistan. Boastfully, the 
Pakistani, scientists. Dr Aii Khan, in his 
heavily guarded residence in Islamabad, has 
made some rather loose and provocative 
statements to the visiting Indian journalist, 
Kuldip Nayar, and has connrmed our neigh¬ 
bour’s possession of the nuclear weapon. 
Why he gave the interview is already the sub¬ 
ject of controversy. On top of it, the 
statements made are being denied. Kuldip 
Nayar was right when he said that maybe 
it will be reported that the interview never 
took place! 

The repercussions suggest that either the 
Pakistani scientist, together with editor 
Mushahid, who accompanied Nayar, were 
playing a hawkish role on their own and 
possibly on behalf of some military-civilian 
faction, or they planned to use Nayar for a 
subtei fugc with the backing of General Zia 
and others, to make it look as if India had 
agreed to a border disengagement because 
of the bomb. The story got delayed by a 
month, and now the repercussions have 
taken on a new flavour. Journalists, beware 
of suspicious scoops! 

I hope the U.S State Department is going 
to take serious note of what has been said. 
It IS proof that Pakistan has elbowed itself 
into a position where it might not be possi¬ 
ble to receive US military aid—that is, if the 
Rcaganites decide to stick to their much 
publicised ‘principles*. We will now be com¬ 
pelled to decide whether we take the self- 
destructive nuclear road or not. A competi¬ 
tion at this level could spell economic 
disaster or subservience to a superpower. 

The military bureaucracy already has our 
innocent and gullible prime minister hooked 
on defence spending that is going to waste 
our resources and break the disciplines that 
have existed to curb inflationary tendencies. 
Establishment economists, led by the per¬ 
suasive L K Jha, can speak of increased 
money supply and defence spending as non¬ 
inflationary. Some say it is being ‘pushed’ 
abroad (sfe!) and others maintain that it will 
be productively geared. In fact, the dream¬ 
world is laced with talk about the ‘benefits' 
that might accrue to the general public 

Of course, all this official effervescence 
is taking place without anyone knowing how 
we are going to spend the extra thousands 
of crores. The military budgetting is natu¬ 
rally ‘secret’, although you wouldn't think 
so from the number of officers actively in¬ 
volved in armament deals and consultancies. 
We are left wondering whether we are rais¬ 
ing a whole new array of divisions, or ex¬ 
pending ourselves importing castaway junk 
which might be a little better than what 
Pakistan gets from her military partners, 


particularly the US. 

Rajiv Gandhi talks about not allowing the 
record budget deficit to increase. It is the 
sort of comfortable commitment that every 
finance minister-even of the serious 
variety—makes only to break. The instru¬ 
ments are not in his hands, and we are not 
even aware of the kind of traumatic situa¬ 
tions we are cooking by our neglects. 1 am 
surprised that such statements are given 
special prominence in the news. 

Sometimes, when viewing the current 
scene, 1 get the uncomfortable feeling that 
the persons around the PM arc making a 
monkey out of him. The budget, supposedly 
oriented towards the poor, is not prepared 
from the doodlings of Rajiv Gandhi. It is 
the work of bureaucrats, working over 
months, although the impression is always 
conveyed that decisions were taken after in¬ 
tense last-minute discussions. If this is so, 
it only speaks of the quality of mind that 
now rules this rather awesome sub-continent. 

We are certainly going to print money. 
Prices arc bound to rise. There will be 
double-digit inflation and political tur¬ 
bulence. All the comfortable noises being 
made arc false. Project will continue to be 
delayed and costs will on an average double. 
That goes for military projections, too- 
including theii attempts at producing 
varieties of equipment themselves. And vast 
sums will go to waste. Indeed, the influen¬ 
tial fortnightly of the middle class, India 
Today, has it that Rs 20,000 crote are wasted 
every year! 

I will give you a tiny sampling of what 
goes on. There’s some ‘think tank‘ under 
some non-descript character which does 
some odd research and planning. It is of 
course headed by the familiar and supposed¬ 
ly distinguished luminaries patronised by the 
GOI. They both have huge offices which are 
hardly used, while the permanent staff 
makes do with what space remains. The 
other day a meeting was called to pass the 
salary bills for the staff. The misnamed 
governing body discovered that the contracts 
of the presiding deities, had expired six 
months ago! The services of the PM’s 
secretariat were utilised to get a-t overnight 
extension for both incumbents for two years. 
Only a year was sanctioned much to the 
irritation of the concerned dignitaries—but 
the staff were able to relax again. 

Multiply this a hundred times, and you 
will know what is going on all over our 
paralysed land. Every review commission, 
and the latest is the one headed by Planning 
Commission member Abid Hussain on the 
Shadowy world of science and technology. 
Criticism of reports is welcome, but the reac¬ 
tion is becoming very confrontationist, 
reminiKcnt of the postures of a trade union. 


Something is certainly wrong somewhere. 

It is really time to set up a vigilance com¬ 
mission to wind up ail the ‘institutions’ 
which are not working and are sinecures for 
a vast army of government ‘pets’. And not 
only institutions, also consultancies, ad¬ 
visory groups, committees of all sorts and 
those numerous bodies that arc decorative 
but non-functioning. Then, the jungle might 
be thinned. Membership of this defunct sec¬ 
tor is sought only to establish credibility with 
official harassment agencies and to achieve 
what is called ‘suction’ within the sprawl¬ 
ing and all-powerful administration. Also, 
tourism! 

Waste is a major crime today. It is in¬ 
dulged in because perspectives on almost 
every aspect of growth are lacking—from 
housing in local materials, to bus systems 
against ‘people’s’ cars, to alternative medi¬ 
cinal support which is free of powerful drug 
houses, to village education that iumpenises 
our youth when they should be productive 
m their traditional skills even as they migrate 
to the towns, and to values that have real 
social meaning for a society of 1,000 million. 
These are the great themes for debate and 
decision, not nuclear shenanigans. And, 
believe it or not, dear Rajiv, budgets too have 
to gear to these themes. 

What a boring business it is to keep drum¬ 
ming out these obvious truths when there arc 
no listeners in the corridors of power. Not 
so long ago, there were solitary voices. Now 
there are signs that the print media is near 
unanimous about the infantile governance 
we have given ourselves. If the electronic 
media, under government direction, were 
autonomous, political sensitivity would in¬ 
crease and some results would follow. Ibke 
a look at what punishment has been meted 
out to Reagan. And now he’s promising to 
learn his lessons and do better. That would 
be the day for India, if Rajiv Gandhi 
presented himself on the idiot box and did 
likewise. 

Until then, we just keep waiting for 
follow-ups on all the crises facing us—for, 
without them, we are headed for even 
grimmer days. 

Manh 6. 


HOC 

HINDUSTAN ORGANIC CHEMICALS 
(HOC), Rasayani, organised an exhibition 
on quality control and industrial hygiene last. 
month. The exhibition showed various 
sophisticated equipment like gaschromo- 
tograph, polographic analyser, spectro¬ 
photometer which are used for ensuring 
quality of both the raw materials and 
finished products. The exhibition also 
displayed various equipment used for achiev¬ 
ing high quality maintenance. In’ the third 
section on display were the latest equipment 
used by HOC in their pioneering activities 
in the field of industrial hygiene. 
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STATISTICS 


Variation (Per Cent) 


Index Nnnibera of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 - 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 

(21-2-87) 

Month 

Year 

29. 1986 

85-86+ * 

84-85 

83-84 

82-83 

All Commodities 

1000 

379.7 

-0.2 

5.8 

5.7 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

Food Articles 

417 

354.3 

-0.4 

7.1 

7.6 

2.4 

4.8 

ll.O 

3.6 

298 

335.5 

-0.2 

5.2 

5.1 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

328.3 

-1.2 

16.7 

19.4 

-10.5 

-2.3 

IS.l 

1.7 

Fuel, Power, Light and Lubricants 

85 

624.2 

0.4 

2.6 

2.5 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

359.5 

-0.2 

5.7 

5.2 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Coat of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 

1960 = 100 

688'^ 

-0.6 

9.2 

7.8 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 

1960 = 100 

625" 

0.5 

8.7 

7.0 

6.8 

8.1 

10.3 

8.0 

For Agricultural Labourers 

July 60 to 

585" 

-0.2 

4.3 

5.2 

4.8 

0.2 

11.4 

5.2 

June 61 s 100 












Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 





Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(13-2-87) 

Month 

Year 

28, 1986 

85-86 + + 

84-85+++ 

83-84 

82-83 

Money Supply (Mj) 

Rs Crore 

1.37,611 

45 

20,372 

19,382 

16,153 

16,058 

13,031 

10,115 



(neg) 

(17.4) 

(16.4) 

(15.8) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Ciovernment Sector 

Rs Crore 

71,329 

157 

11,518 

12,838 

9,530 

8,445 

5.757 

4.748 

Bank Credit to Commercial Sector 

Rs Crore 

90.160 

202 

11,025 

8,445 

10,784 

10,809 

8,830 

8.247 

Net Foreign Exchange As.set.s of Banking Sector Rs Crore 

4,050 

244 

1,349 

638 

299 

1,467 

-104 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

1.00,925 

-430 

16,138 

13,152 

13,044 

11,648 

8,550 

7,299 



( 0.4) 

19.0) 

(15.0) 

(18.0) 

(19.2) 

(16.4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

7,060 

181 

756 

-324 

577 

1,271 

1,190 

758 






(8.0) 

(21.3) 

(24.9) 

(18.8) 

Index Nuinitera uf Industrial 

Weights 

Latest 

Average of 






Production 

Month 

Months* 


Variation (Per Cent) 


(IV7(> - 100) 





In 

In 

In 

In 

In 




1986 

1985 

1986' ' 

1985’ ' 

1984 

1983 

1982 

General Index 

100.00 

216.1* 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

,233.0* 

230.5 

225.1 

2.4 

2.6 

6.6 

5.3 

-0.9 

Intermediate Goods Industries 

21.33 

192.3" 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Ourable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Montfi 










(Nov. 86) 1986-87 + 

1985-86 + 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

925 

7,997 

7.186 

10,420 

11,855 

9,872 

8,908 

7.803 






(~(2.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,508 

12,446 

13,136 

18,371 

17,173 

15,763 

14,.336 

13.671 





(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-583 

- 4,469 

-5.950 

-7,951 

-5,318 

- 5,891 

5,448 

- 5,868 

Employment Exchange Stalialica 

Unit 

Latest 

Cumulative for* 








Month 
(Nov 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Numbei of Applicants on Live Registers 

Thousand 

29,853 

29,853 

26,134 

26.270 

24,861 

23,034 

19,753 

17,838 

(as at end of period) 





(5.7) 

(7.9) 

(16.6) 

(10.7) 

(8.3) 

Number of Registrations 

Thousand 

341 

5,038 

5,364 

5,766 

6,220 

6,756 

5,862 

6,277 





(- 7..3) 

(-8.0) 

(15.3) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

SO 

556 

629 

657 

707 

827 

820 

895 






( 7.1) 

( - 15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

'I'housand 

23 

326 

349 

373 

407 

486 

474 

505 






(-8.4) 

(16.3) 

(2.5) 

(-6.1) 

(5.2) 

Inrsimc 

Unit 

1985-86' ‘ 

1984-85' ’ 

1983 84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (Current Prices) 

Rs crore 

2,15,024 

1,90,888 

1,72.704 

1,45,565 

1,30,583 

1,14,021 

95,474 

87,326 

Gross Domestic Product 0970-71 Prices) 

Rs crore 

64,988 

61.838 

59,341 

55,032 

53,168 

50,736 

47,138 

49,633 

Per Capita Income (1970-71 Prices) 

Rupees 

798 

775 

764 

721 

715 

700 

664 

717 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

-f Wpto latest month for which data are available. 

»• + f'rovisionai data. 

Notes; (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous peric^. 
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IHH judge couia not have been more fair. 
He had, he says, little reason to contradict 
or contest the allegation that some members 
of the ruling political party were active parti¬ 
cipants in the orgy of killings and arson 
which took place in Delhi and its neighbour¬ 
hood on October 31, 1984 and the sub¬ 
sequent days in the wake of Indira Gandhi’s 
assassination. The judge is not one to flinch 
from taking cognisance of facts, which in 
any case are widely known. However, such 
members of the ruling party as took part in 
the murder of Sikhs and the pillage and 
burning of houses belonging to the com¬ 
munity, did so ‘for considerations entirely 
their own’. Their sins—and crimes—shoud 
not be allowed to visit on their party; the 
party, the judge has decided, cannot be held 
accountable for acts perpetrated by its 
members. 

The judge's views will without question 
receive wide endorsement. Ours is a secular, 
free society. Each citizen is permitted to 
follow his or her conscience and indulge in 
activities of his or her own chosing. While 
political parties exisr, it will smack of 
absolutism to expect them to ordain and' 
regulate the life and living of their members. 
True, party members arc supposed to 
subscribe cither to the general philosophy of 
the organisation to which they belong, or, 
m case the latter is not burdened by the 
wieght of any such irrelevance, to its pro¬ 
gramme of action, even if it be a single-point 
one, such as that the dynasty is uber dies. 
As long as adherence to the party philosophy 
and its programme docs not come in the way 
of occasional frolics like murder and arson, 
or vice versa, both the party and its members 
should have little cause for complaint; it will 
be deemed as a gross transgression of indi¬ 
vidual liberties were the party to tell its 
members how they should spend their free 
time. And oiie must leave it to the judgment 
of the members whether some of their acti¬ 
vities, such as arson, looting or killings, cut 
athwart the parly’s beliefs or tenets; in the 
final analysis, it is for the members to decide 
whether a situation of conflict has or has 
not arisen. After all, in our country, the 
membership of the ruling party largely con¬ 
sists of those whose personal philosophy is 
firmly grafted in the doctrine of idealism. 
Objects, according to this doctrine, do not 
exist outside the mind. Certainly in their 
minds the members have not experienced 
any discomfort while combining their 
membership of the ruling party with extra¬ 
curricular activities of several exotic genres. 
Besides, doubt can be expressed whether 
murder and arson can any longer be descri¬ 
bed as exotic; haven’t these been rendered 
into everyday occunrences? 

Tfie judge, in tlie circumstances, cnuld 


hardly have reached any other judgment 
than what he reached: he decided to absolve 
the party from culpability for the grisly 
crimes committed by its members. It is a 
breakthrough of a judgment. For, by 
implication, it stresses a two-way non¬ 
relationship: a political parly is not respon¬ 
sible for acts perpetrated Iv its members, 
and members in their turn have no obliga¬ 
tion to conform to the stated aims and 
objects of the party. This double negation 
sums up altogether neatly the social reality 
guiding the nation to which we take pride 
to belong. None need be taken aback at 
discovering nuggets of existential wisdom in 
this reality; the allegiance of an individual 
is only to his or her own self, neither society 
nor party has any business to behave in the 
manner of a nosey Parker. 

Given this framework of open-heart 
phenomenology, the party, the judge con¬ 
cluded, is above all blame. Its members did 
what they did on October 31, 1984 and the 
subsequent days for considerations entirely 
their own. What could the party do? It will 
not be deserving of respect if it attempted 
to interfere with the free decisions of its 
members. The judge has been perceptive 
enough to appreciate the moral dilemma 
which could confront a political party 
whenever circumstances of this nature arise. 
There is however an escape hatch for the 
party; should a nasty situation develop, it 
could withdraw into idealism. It has only to 
shut its eye and deny the operation of 
phenomena outside the mind. In slightly 
vulgar language, this is better known as the 
principle of hear-no-evil-and-sec-no-evil. 
The judge, through the comments he has 
offered and the conclusions he has arrived 
at, is revealed as an enthusiastic supporter 
of this particular branch of philosophy. 

Great civilisations have been known to 
have established themselves on ground 
sanctified by- such wondrous doctrines. 
Please take into account the manifold pos¬ 
sibilities. For considerations entirely his own, 
an army general may betray the nation to 
the forces of a foreign power, but the defeilce 
command cannot be attributed a<xy respon¬ 
sibility for the resulting debacle. For con¬ 
siderations entirely his own, a cabinet 
minister may operate a smugglers’ ring; it 
will however be patently unfair to describe 
the government he belongs to as one offering 
protection to smugglers. A vice chancellor, 
for considerations entirely his own. may 
manipulate the results of the university 
examinations so as to ensure that his near 
and dear ones, year in and year out, pass 
out with first class marks; it will nonetheless 
be absurd to rush to the judgment that the 
university is shoi with corruption. Civil 
.servants, for considerations entirely their 


own, will award works contracts to parties 
who most grease their palms; it will however 
be doing violence to linguistics to call the 
government names. For considerations, 
entirely their own, film producers and direc¬ 
tors may indulge in the pastime of violating 
the maidenhead of young, aspiring damsels 
on the promise of rewarding them with 
instant stardom; it will however be altogether 
far-fetched to refer to the film industry as 
a den of filth and vice. For considerations 
entirely their own, distinguished office¬ 
bearers of chambers of commerce and 
industry may specialise in over- or under¬ 
invoicing or evading payment of excise duties 
and sales taxes; still, it is only your prejudice 
which will show in case you want to con¬ 
clude that the chambers of commerce are by 
and large dominated by crooks and thieves. 

It is easy to describe an epoch by its 
external symbols; it is more awkward to 
define it. But, as history’s long terrain has 
proved, we barely worry over the lack of 
appropriate definitions. Civilisations leave 
behind their signature in edicts and inscrip¬ 
tions. Centuries float by. structures crumble, 
ruins become the staple of archaeology, but 
bits and pieces, lying in heaps here and there; 
somehow continue to bear evidence of a 
common pattern of identity. And we 
encounter few problems in distinguishing 
one epoch from another. The judge’s famous 
ob.scrvations on the character of the geno¬ 
cide organised in the nation’s capital against 
the Sikh community three years ago will, 
perhaps a thousand years from today, be 
hailed as wisdom of outstanding signi¬ 
ficance. For it will capture for the historians 
of those times an ambience whose flavour 
will appear to them as altogether unique. It 
is easy to comprehend why this will 6e so. 
Kenneth Arrow’s Impossibility Theorem has 
been around for some decades; individual 
choices cannot suppo.scdly be translated into 
social preferences, collective decision¬ 
making, according to this theorem, is just 
a category of bunkum. The latent nihilism 
in Arrow has been nonetheless of a wishy- 
washy type till now; its vibrations in the orbit 
of the real world have been feeble and faint. 
It would probably have stayed within the 
confines of innocuous class rooms; over¬ 
valued economics professors would have 
continued to wallow in the ersatz etcitement 
generated by its message of social impotence 
even while the fire would rage outside, and 
the fire would in due course consume the 
class rooms along with the assembled 
garbage. Have not the prospects, however, 
been transformed by the judge? For there 
could be no greater vindication of the 
Arrovian morality than what has been 
provided by Justice Ranganath Misra. The 
judgment, the whole of it, could have been 
sub-titled as An Essay in the Impossibility 
Theorem: for does it not tell us, succinctly 
and beautifully, that it is impossible to 
connect the perpetration of crime by indi- 
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viduali with ihc col/ective body of wnich 
(hey h ippcn lo be memben? 

Fftt hdihct aboiK schools of niorai philo- 
wphy .11 as long as the latter do not receive 
recogiiiiion as providing the basis of an 
empiritai reality The parts ntay be corrupt 
and decaying, the whole may noncihcless be 
the soul of integrity: it is a dai ing assertion 
to make; and an exceptionally difficult one 
to prove. The judge is, however, more than 
confident that he has proved it to his own 
satisfaction, and it would be anaiehy should 
a judge's judgment be called in question. 
Should, as a consequence of the report the 
judge has submitted, a nihilist social 
dociiine now receive an accidental accolade, 
the thcists of the world would justifiably 
succeed in finding plenty to rejoice in. Who 
knows, a thousand years hence, a dusty, 
worm-iidden copy of the judge's report will 
be hailed as eonlirmaiory evidence of the 
beginning of a new epoch, an epoch heral¬ 
ding the advent of a morality which absolved 
from punishment all acts of collective 
butchery on the pretext that such acts can 
never be proven, vide the Impossibility 
ITieiircni 

There is just one thorn in the flesh. Ila.s 
not the judge, in preaching his version of 

COMPANIES 


l.AKSf .S' .-I.VD roUBRO has experienced 
a mild setback m the performance during 
the .veai ended August 1986 due to what the 
inaiiuKciiictU describes as an “illegal strike" 
by workeis at Awaipur cement works that 
lasted for '>1 days Production and despat¬ 
ches ot venicnt wete again allegedly affected 
ftoin mill \iigusi last due to "go slow" by 
woikiiieii An agreement has since been 
signal with the union on ITecembci 31, 1986 
and normalcy has been rcstoiod. The plant 

...siv .vorkiue at the rated capacity. 

to. ;i UI..I. s I'l leased from previous 
se.-. s R I'-t .ni*e to Rs 463 crore, but 
maigms V.' K eiodcd and gross profit 
declined In.m R,s 56.09 crore to Rs 51.40 
crore. W Ith both depreciation and taxation 
clainiing loi.er amount.s, net profit turned 
out to be higher at Rs 30 67 crore (Rs 30.03 
cioici I (|Uit> dividend of 17 per cent, 
recoMiineudcd by the board, is payable oh 
the capital cnlaiged by a 3-foi-5 bonus issue 
and icquites considerably more than what 
was dt'biitscd last yeai as 24 per cent 
distribution. The paynicnt is covered 3.50 
times b> cariiing.s as against 4.57 times 
previou'ly. 

Order biioking during the yeai amounted 
to R> '21 ciore as against Rs 449 crore 
picvtoiisls. The company secured several 


social philosophy, also created a jiirfall for 
bimsell? For there can be analogues of the 
concept of ‘considerations entirely'their 
own’, such as satisfaction derived by an indi¬ 
vidual entirely on bis own, which need not 
be and may not be equated with collective 
satisfaction. A judge may reach a set of con¬ 
clusions after he has satisfied himself that 
everything was perfect with his collation and 
analysis of facts. But mischief has been set 
afoot, and once it is accepted that an 
association is not to be held responsible for 
acts committed by its members for con¬ 
siderations entirely their own, a well- 
meaning neighbour may take it upon his 
head to advance the point of view that 
society need not go along with conclusions 
reached by a judge according to his own 
satisfaction. The given framework of legality 
notwithstanding, society many then presume 
to proclaim that it could not be held respon¬ 
sible for judgments delivered by one of its 
constituent judges, and it would, therefore, 
assume no responsiblity to enforce such 
judgments. Symptoms abound to suggest 
that we are rapidly advancing to that blissful 
land of pervasive anarchy. The so-called 
terrorists in Punjab could not have hojied 
for a better Baisakhi gift than the Raiiganath 
Misra report. 


interesting orders, which included primary 
reformet and auxiliary system super heater 
package.s for the gas-based fertiliser projects 
of IFFCO and INDO GULF, four 30 tonnes 
per day indigenous milk powder plants, the 
first surface condenser for the 500 MW Tala 
thermal unit and stacker reclaimers for 
JK Synthetics. The company’s switch gear 
factories have developed and commissioned 
an automatic transfer line for motor starter 
sheet metal enclosures, a robot arm for 
thermo set moulding press and automatic 
flame brazing for silver contacts. The bottle 
closure factory has designed and manu¬ 
factured a high speed ROPP cap-lining 
machine. The Kansbahal works manufac¬ 
tured for the first time a hydro cone crusher 
to the design of Kobe Steel of Japan. A 
Kaplan turbine of 1.5 MW capacity was 
manufactured for the first time for the 
Vaitarna project of the Maharashtra irriga¬ 
tion department. The third variable throat 
armour for TISCO's blast furnace 'A' was 
supplied and commissioned during the year. 
Good progress has been made on the expan¬ 
sion of capacity of the cement plant to 2.2 
million tonnes per annum. The kiln was 
commissioned in September last. Erection 
and commissioning of the cement mills and 
packaging plant are in progress. In regard 


to the shipping division, the directors say 
(hat for the first time in several years the 
world bulk cargo fleet registered a net 
decline in tonnage as a result of accelerated 
demolition of old ships and fewer additions 
of new vessels. The compaiQt’s operating 
costs are exieremely low according to Indus- 
try standards and its ships have achieved 
high commercial utilisation of more than 97 
per cent since the commencement of opera¬ 
tions in early 1982. Construction of heavy 
engineeiing works at Hazira in Gujarat is 
progressing satisfactorily. The plant and 
machinery is under erection. 

Production of dot matrix printers in col¬ 
laboration with Honeywell Information 
Systems, Italy, and floppy disk drives in col- 
loboration with Y-E Data, japan, commen¬ 
ced during the year at Mysore. A new com¬ 
pany, under the name L and f-Gould was 
registered in October last for the manufac¬ 
ture of electronic test and measuring instru¬ 
ments at Mysore. The existing foundry at 
Kansbahal works is being modernised in 
order to produce radiographic quality valve 
castings, high grade wear resistant alloy steel 
castings, centrilugally cast bimetallic rolls 
for coal mills, etc. Balancing facilities 
required for the manufacture of rough 
tcriain hydraulic mobile cranes in collabora¬ 
tion with PPM of Fiance are being instal¬ 
led. Government approval has been received 
to nianufactuic high capacity bulk material 
handling equipment, including wagon tip- 
plerti, marshalling equipment, ship loaders 
and unloadcrs and stacker reclaimers. 


/RL has entered into a memorandum of 
understanding with Nalco Chemical Com¬ 
pany of USA, world leader in the manufac¬ 
ture of speciality chemicals, to set up a new 
company in India for the manufacture of 
such chemicals for industrial applications. 
It IS intended that lEL and Nalco will each 
subscribe upto 40 per cent in the equity 
capital of the new company, subject to 
receipt of all statutory and other approvals. 
The balance 20 per cent will be offered either 
to the Indian public or to the financial 
institutions, as may be approved by the 
central government. Nalco will also provide 
technical know-how for manufacture and 
engineering dc.sign for the plant against pay¬ 
ment of royalty, design and other fees. 

With this objective, the company has 
made an application to the government of 
India for a letter of intent to manufacture 
these speciality chemicals with a capacity of 
12,000 tonnes per annum. The major ap¬ 
plication areas for these chemicals will be 
ill oil and gas production, fertiliser, steel and 
petrochemical plants, oil refining, coal 
mining and power generation. It is intended 
that the letter of intent, when granted, will 
be transferred by lEL to the proposed new 
company. The fectory is proposed to be 
located at lEL’s existing site at Rishra in West 
Bengal. The potential demand for these pto- 
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ducts is estimated to be about 42,000 tonnes 
per annum against the current level of pro¬ 
duction in the country of around 5,000 
tonnes per annum. The market for the pro¬ 
ducts thus seems assured. The total cost of 
the project is estimated at Rs 7.75 crore, of 
which foreign exchange component is about 
Rs SO lakh. The financing will be through 
the issue of equity capital to the extent of 
Rs 5 crorc. 

The company has a small 'Alfloc' water 
treatment chemicals business, tvith manufac¬ 
turing facilities located at Rlshra. This 
business is much too small compared to 
what is envisaged to be produced by the pro¬ 
posed new company and it will cease to be 
competitive with the proposed new com¬ 
pany’s products. Hence, it is proposed to 
transfer the company's ‘Altloc’ busine.ss to 
the proposed new company for a considera¬ 
tion estimated at Rs 220 lakh. The payment 
will be made in instalments spread over five 
years with appropriate interest charge. 

The company has applied for letters of 
intent for the manufacture of certain new 
drug Items and for pruduclioii of membrane 
cells toi Use III causiic-cfilotine iiianufactuic. 

I he !.iiut proposal is based on the latest 
leclinology of Imperial Chemical Industries, 

Tho Wifck's C^omlpaniea 


which in addition to affecting substantial 
reduction in electricity consumption, i.s 
much cleaner fioip an environmental point 
of view. The companv has also applied lor 
a letter of intent lo' installing an additionnl 
450 tonnes per daj ammonia stream with 
matching urea capacity at ns Paiiki factorv. 
This project which proposes to use the 
latest energy-efficient technology of ICl is 
expected to be very competitive in terms of 
fixed capital cost per tonne of urea with the 
new gas-based fertiliser plant. I he com 
pany’s licensed capacities for esplosivcs 
and accessories and ’Alfloc’ have been rc 
endorsed at higher levels in accoidance with 
the current government -.idustrial policy. .An 
application has also been made tot modci n 
isaciun of the paints plant at Hvdeiabad 
which will result in enhancement ol capacity 
by 47 per cent. Steps are in hand to shift 
manufacturing activities from Sewn in 
Bombay to Thane in line wii't the stair 
government’s directive. The letter of inioni 
foi methyl chlorosdaiies project htis not been 
extended by the government and in anv ,,iso 
the company now legards the pioicvt .is 
unattractive. 

IF.I. has earned a lower gross piolit f>t 
Rs 37.61 crorc against Rs 43.63 croii* in tin 


picvious ycai. aitboiigh stdrs wete a shade 
higher at S.v ,fl'4.4-l cioic ft, 3X3.60 

crorc. These figuics ,r.ow a marked vtmtrac- 
tion of margin. Net ptofii, however, is •liti.her 
at Rs 19.4! Lioie (Rs 17.X? crorei. fin: rm- 
changed dividend of .’,2.5ti pei vctit is 
coveted 2.11 times by earnings as against 1.94 
times previously. 

ysr /NDUSTR/I-'S experienced a marked 
contraction in profit margiivs during 
1985-86, as reflected in a gross prolit of 
Rs -1.6) eiore .against Rs 4.60 ciore in the 
picvious year despite increase in sale from 
Rs 52.‘M tiorc to Rs 60.30 crorc. Since both 
depreciation and taxation have clr.inicd 
lower amounts, net profit has turned out to 
be higher at Rs 2..50 crore (Rs 2.22 cistte) 
Dividend has been stepped up front .'3 per 
cent to 26 pet cent which is ceve.''cd 1.59 
times against l.N; liincs by eimnings. Pursuant 
to tile judgment o) ..'ci-n (ligh Coutt, the 
balance ot ditfci'anial excise sluiies were 
fully lepaid by the s'omp.any during the yeai. 

T he soiilp.iiiy has taken .iciion lo piWluce 
laigei ..isi;vn'iiic.s of f.tiei cigarettes wiin an 
ernpi',','") elficiciKy and pioduciiviiy m- 
iTiidmg -.’■'est.iniial mvestment ui inodcrmsc 
the in.iniii.icti! ing taciiities, Restructimng 
ol excise dunes m Scpiember )9V5 hact an 
adverse impact on the demand for plain 
cigaa-ttes, Exixirts ot -.naims viignjin f,jnKs 
have been progressively increasing and iiu* 
eomp.iny earned foreign exchange ot over 
Rs 81 lakh. Commenting on the future, 
K K i'ilbii, chairman, says the company’s 
masier plan for the future calls for concen¬ 
trating the resources to exploit the oppor¬ 
tunities in the cigarette industry. In doing 
so, the company will be making use of its 
“unique strengths”. The company is already 
halfway through its programme to moder¬ 
nise its primary manufacturing department. 
Pillai feels that by the end of 1987 VST will 
have the most modern primary process in 
the country and will be able to process its 
tobaccos more efficiently, consistently and 
scientifically. 

Referring to the principal excise dispute 
on post manufacturing expenses, Pillai says 
they aic still to be quaiuified. The company 
ha.s made on-account payments of over 
Rs .30 crore, of which Rs 15 crore have been 
paid this year alo.ie. Further payments 
and commitments have also been made 
thereafter, 

tNDIAS f-ARMERS EERTIUSER CO- 
OEERATIVE (lEECOl performed satisfac¬ 
torily in 1985-86 (July to lune). Its sah-v rose 
to 20.4 lakh tonnes against 20.3 lakh tonnes 
m the previous year. Value of sales was 
Rs 502.70 crorc against Rs 492.4 croic m the 
previous year. 

lFF(,'0‘'s performance would have been 
better but for a glut in the fertiliser market 
as a consequence of which it had a carry¬ 
over stock of 5.8 lakh at the end of the year. 


(Rs Lakh) 


Larsen and Toubro _ JIM_ VST Iniluvincs 

latest Year Ia.sl Year Latest Year Lasi Year Latest Year la't 5 V.t 



30-9-86 

30-9-85 

30-9-86 

30-9-85 

30-9-86 

30 8^ 

Riid-up Capital 

5197 

2818 

4087 

4118 

603 

603 

Reserves 

22804 

22818 

11566 

10648 

1094 

1001 

Borrowings 

35497 

29345 

9926 

9292 

1660 

1290 

of which Term bonowings 

18478 

17120 

3977 

3912 

100 


Gross fixed assets 

57643 

47550 

34084 

32612 

1661 

1375 

Net fixed assets 

49915 

39649 

15343 

15061 

713 

5.0 

Investments 

284 

4947 

157 

113 

1454 

2561 

Current liabilities 

15365 

13065 

8108 

9261 

2044 

5178 

Current assets 

28469 

23366 

18191 

18144 

3234 

4989 

Stocks 

12571 

10255 

9539 

8317 

2312 

1951 

Book debts 

11247 

9766 

4994 

5809 

507 

2320 

Net sales 

46338 

43322 

38444 

38360 

6030 

5294 

Other income 

930 

1334 

7520 

7142 

260 

361 

Raw material costs 

24329 

21068 

21970 

23449 

3531 

3027 


6995 

6402 

4595 

4409 

763 

755 

Interest 

3158 

3182 

1568 

1385 

220 

140 

Cross profit (-fj/loss (~) 

5140 

5609 

3761 

4.363 

461 

460 

Depreciation provision 

199* 

2176 

1180 

2116 

136 

1.55 

Rut provision 

75 

430 

640 

460 

TS 

83 

Net profit (-t-j/loss (-) 

3067 

3003 

1941 

1787 

250 

222 

Investment allowance reserve 

240 

1100 

505 

900 


_ 

Ransfer to reserves 

1952 

1244 

513 

— 

93 

83 

Dividend 

Amount P 


1 

3 

3 



E 

875 

658 

920 

920 

157 

1.39 

Rate (per cent) P 

— 

5 

11 

11 


— 

E 

17 

24 

22.50 

22.50 

26 

23 

Cover (times) 

3.50 

4.57 

2.11 

1.94 

1.59 

1.60 

Ratios (per cent) 

Gross profit/sales 

1109 

/ 

12.95 

9.78 

n.37 

7,64 

8.68 

Net profit/capitoi employed 

16.64 

19.72 

17.11 

17.26 

14.73 

13.84 

Inventories/sales 

27.13 

23.67 

24.81 

21.68 

38.34 

36.85 

Wages/aalts 

15.09 

14.77 

11.9S 

11.49 

12.66 

14,26 
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according to chairman M Srinivasa Reddy. 
However, the co-operative venture continued 
10 be the largest single pioduccr of fertiliser 
in the country, contributing 10.7 per cent of 
nitrogenous and 24.6 per cent phosphatic 
plant nourishing material in 1985-86, 
IFFCO's total production fiom its three 
plants at Kaiol, Kandia and Fhulpui was 
17,8 lakh tonnes of fcrtili.sef with overall 
capacity utilisation of 107 per cent, com¬ 
pared to the national average of 72 per cent 
for nitrogen and 87 per cent for phosphates 
in the financial year 1985-86. 

IFF'CO’s operations in 1985-86 resulted in 
a pre-tax profit of Rs 38.70 crore against 
Rs 49.2 crore during 1984-85. The decline 
in profitability is largely attributed to higher 
inventory carrying costs and unfavourable 
market prices. 

According to M H Avadhani, managing 
director, IFFCO has prepared a draft plan 
for modernisation of its plants. The scheme 
involves a capital e.\penditure of Rs 129.2 
crore and is expected to improve operational 
efficiency and reliability to effect energy 
saving and to increa.se safety and pollution 
control levels at the plant. The World Bank 
agreed to finance a part of the foreign 
exchange requirement for the project to the 
tunc of $ 40 million. IFFCO has also plan¬ 
ned to set up a 300 tonnes per day granula¬ 
tion plant at Kalul for production of urea 
supergranuls (USf'i), involving an investment 
of Rs 7.53 crore. 

IFFCU has taken up special projects like 
dryland farming, reclamation of usur and 
saline land, development of tribal and back¬ 
ward areas and increasing production of 
oilseeds and pulses. As a result of these pro¬ 
grammes, it has been possible to grow paddy 
in such problematic areas of Sunderbans of 
West Bengal and wheat and paddy crops in 
Sultanpur/Amcthi area of Uttar Fiadesh. It 
has initiated a pilot project for converting 
wasteland into profitable forestry in UP, 
Madhya Pradesh and Rajasthan for which 
nurseries are being developed. The project 
will cover 50,000 hectares of wasteland in 10 
states. 

IFFCO’s Motilal Nehru Farmers Institute 
at Phulpur in UP is providing (raining to 
young farmers in agricultural and allied 
subjects. IFFCO has also established 13 
chairs in agricultuial universities and one in 
the Vaikunth Mehta National Institute of 
Co-operative Management as part of its 
efforts to increase agricultural productivity. 


In the Capital Market 


Khetawat Chemicals and FcrtiUseni has 
entered the capital market with a public is.sue 
of 12,50,000 equity shares of Rs 10 each for 
cash at par. Of these. 6,00,000 shares have 
been reset ved lot nou-resideni Indians and 
peismis ol Indian origin residing abroad 


with repatriation rights. The rest are offered 
to the Indian public. The issue has opened 
for non-resident Indians on March 12, and 
the remaining shares will be issued to the 
Indian public on March 17. The company 
is setting up a modern project for the 
manufacture of 33,000 tonnes per annum 
each of alumina ferric (alumj and stilphutic 
acid. The project is being located at Ilaldia 
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port near Calcutta. A substantial portion of 
sulphuric acid will be used for captive 
consumption in the manufacture of alum. 
Promoted by the Khetawat group of com¬ 
panies with P K Khetawat as the managing 
director, the company’s board of direc¬ 
tors comprises A N Haksar (chairman), 
C R Sengupta, R L Gaggar, M K Varma. 
and Samir Ghosh. 


FOR ATTENTION OF FREEDOM FIGHTERS 


Procedure of trenater of Family Penalon to the etidoen and 
dependertt/a of freedom fightera drawing SwaUmtrata 
Salnik Samman Penafon from Ote Central Government and 
could not file decImatlan/authorlaaUon form during their 
Hie time. 

Central Government has decided to authorise Accoun¬ 
tants General to issue the pension payment orders in 
favour of the widows or any other eligible dependents 
under the SwatantrataSainik Samman Pension Scheme on 
the basis of the verification of the claim of the widow by the 
concerned District Magistrate. 

Now a widow of freedom fighter may submit her appli¬ 
cation (in duplicate) to the concerned District Magistrate 
as follows: 

APPLICATION FOR TRAfJSFCR OF PENSION 
To 

The District Magistrate 

Subject. Grant of family pension to Smt.undet Swatantrata 

Saintk Samman Ponslon Scheme. 

Sir. 

I Smt.. age.years H/o.. . . am the legally wedded wile 

of late... . S/o.R/o. . .. 

I solemnly affirm that my deceased husband was in receipt of Samman 
pension under Swatantrata Sainik Samman Pension Scheme from 

Central Revenues with effect from.at the rate of Rs.vide 

P.P.O. No.date.and that he died on. 

I further declare that I have not remarried after the death of my husband 
and undertake to inform Accountant General on remarriage and stop 
drawing pension. 

It is requested that immediate arrangements may kindly be made to 
transfer pension admissible under the Scheme in my name. I am 
enclosing the following documents for your consideration; 

(i) Death Certificate of my husband: 

(ii) A photocopy of the PPG issued in favour of my late husband; 

(ill) A certificate issued by a Revenue Authority of not below the rank of a 
Tehsildar that (a) the applicant Smt. was the legally 


wedded wife of late Shri.and that (b) Smt.has not 

remarried alter the death of her husband late Shri.and (c) 


Km.aged.and Km.aged.is/are unmarried 

& unemployed daughtor/s of late freedom fighter Shri. 

(iv) The pensioner’s portion of P.P.O has been submitted to the Pension 
Disbursing Officer claiming lifetime arrears/has been kept for 
claiming life-time arrears 

Yours faithfully, 

(Smt.). 

Raaldantial Addraas 

Note; in(c)laradulradonlyilpeiiaionprlerto14.1tMlaslsoduatollw 
wWow. 


438 












REPORTS 


NEW DELHI 

Political Economy of 1987-88 Budget 

BM 


TWO lengthy quotations from Jawaharlal’s 
speeches in the speech of Rajiv Gandhi 
presenting the budget for 1987-88 have been 
enough for the cheer leaders who like to 
flaunt their left-progressive pretentions to 
applaud the return of the young prime 
minister to what they call the 'Nehru path' 
in economic policy from which he may have 
strayed during the last two years because of 
inexperience and some bad influences. They 
seem to have been greatly encouraged in 
their hopes by the negative reaction of the 
stock markets. It is indeed remarkable that 
so high were the expectations of lax reliefs 
and fiscal incentives of business interests 
from the prime minister that even a status 
quo ill income and corporate taxation, with 
a series of other fiscal crumbs scattered all 
over the budget, led to a crash of share 
values on tiie stock markets. The confidence 
of business iiitere.sts in the established power 
siiiictureover which Rajiv Gandhi presides 
is obviously very hcaiv'ly motivated and can 
easily sag when iheii demands are not met 
with alacrity just -is scif-styled Icliisis clutch 
at straws to claim a hitch iii ihcir favour. 
What stands out, however, is the inability or 
unwillingness of the prime minister to make 
a turn away from the liberal fiscal and 
budgetary philosophy that has prevailed 
during the last two years and go for what 
may be called a conventionally hard budget 
in the face of an extremely stretched bud- 
getary position. He has actually chosen to 
meet the demands on resources for security 
at the cost of development. Missing clearly 
is what may be said to be the Nehru touch 
in the face of the inexorable demands ot 
defence and development such as was 
applied in the early sixties svhen it was con¬ 
sidered necessary to step up defence expen¬ 
diture and what may be called a severely 
harsh budget was drawn up under the direc¬ 
tion of the then prime minister. The easy 
option, after some fudging of figures of 
rcsenue and expenditure, of leaving a large 
deficit uncovered and refraining from a 
major additional resource raising effort has 
been adopted on the present occasion. The 
seemingly firm and unqualified assurance 
of the prime minister that the deficit in the 
coming year’s budget would not be allowed 
to swell, as has happened in the current year 
which is expected to end with a deficit of 
as much as Rs 8,285 ciore as against the 
budget estimate of Rs 3,650 crore, is, of 
course, too facile'to carry conviction or 
credibility. A much larger deficit than 
estimated for the coming year with all its, 
adverse im^ications is actually indicated by 


the budgctaiy sums Tne fact indeed i.s tliai 
the budget-makers, b> design oi del.nill. 
appear to have over-estimated reiemie 
receipts and under-estimated expcndiiuie ol 
the goveiiimcnt. 

After the piime minister siiddenly assu¬ 
med charge of the finance portioho a few 
weeks before the presentation of the budget, 
there was much speculation about what hi 
really intended to do with tne budget. Some 
of Ills remarks in his inaugural address lo 
the Congres.s of the Internationa! Chambers 
of Commerce confiimcd a feeling in private 
business circles iliui they could look foi vsaid 
to a bonaiua. When he got down to looking 
at the budgetary sums, however, the prime 
rnimslcr must liavv found that there was little 
elbow-room for him lo play vviih the budget 
and indulge in his lanciful unconventional 
dynamism. The officials in the finance 
ininisii y inusi have had to do a lot to educate 
the piiiiie nnnisiti. At this stage iheie was 
.speculation that not leally the finance 
minisirv officials hut some whi/ kids in the 
prime minister’s otfice who are known to be 
committed more I irmly to liberalising 
policies than the tinaiice minisiiy officials 
were actually making the budget. It appears, 
howes'cr, that the officials in the finance 
ministry could not be simply sidelined and 
they had a say in matters of detail with 
regard to fiscal adjustments. Tliey appear to 
have exercised considerable influence m 
favour of giving a better deal to the indi 
genous capital goods industry which has 
been complaining of unfair foreign competi¬ 
tion as a result of the import liberalisation 
policy. 

[>(yMlNANI iNttUUNCI- 

However, the most important influence 
which has worked in determining the basic 
paranietcis ol tlie budget for the coming 
year i.s clca-ly that of L K Jha who cam¬ 
paigned vigorously in the pre budget weeks 
in favour of leaving a large deficit in the 
budget uncovered. He also articulated a case 
for large defence spending, in spite of a 
yawning budgetary deficit, which must have 
given much comfort to the prime minister. 
The fact indeed is that L K Jha has un¬ 
questionably emerged as the principal and 
most influential private advisor of the prime 
minister eclipsing all others who are or aspire 
to be in the charmed circle of the PM’s 
advisors. The views he publicly puts forward 
with remarkable fluency seem to win him 
great standing with the ruling political 
establishment. It appears that views and 
policy prescriptions he puts forth may well 


tic takcti as adv<incc notice to the public of 
what is rc.illy in the olfing in the domain 
of official policy and piactice. He also 
pel for ms the role jiar eMellcnoc of a 
publicist of policies in the making, ir 
addition to that ol an acli isor and a partici¬ 
pant in policy making without the restraints 
and obligations of being formally part of 
the government. It was, therefore, significant 
that he ran u public campaign in favour of 
laigc deficit financing and strongly chal¬ 
lenged the view that deficit financing .should 
be avoided or at least kept at as low a level 
as possible in order to prevent inflationary 
picssurcs fiom ovciwhelining (he economy 
and end.oigeiiiig .stability, economic, social 
and poliliial. The idea of financing develop¬ 
ment bv cicated money would appear lo be 
taniiful to the layman as much as to the 
e.xpcit. Controlled deficit financing can be 
thought of only lot the deployment of real 
resouicis mobilised foi dcselopmcnt. Tin¬ 
kering with the final iiisirmiicnt can hardly 
be an cll'eclive antidote to the inflaiionary 
potential of the budgctaiy deficit of nearly 
Rs 6,(XX) iiore wliich has been left uncoveied 
bv the ptime .nimsicr in the 1987-88 budget 
alter the whopping dcllcil of Rs 8,000ctore 
in the curiviit year’s budget. But 1. K Jha 
has been forcefully aigiiitig that deficit 
financing is a legitimate tool to be used for 
linding resources lo meet the expenditure 
demands on the government for not only 
development but also non-development, in 
particular defence, put poses. 

An ingenious argument advanced in this 
context is that deficit financing and govern¬ 
ment expenditure after all generate incomes 
and demand mainly in the upper segments 
of the population and luive very' little 
relevance for the poorer sections, their 
incomes, demand or consumption levels. It 
should not be difficult, it is thcrcfoie I'uither 
argued, to contain the infiation.ary impact 
of deficit financing by better utilisation of 
established capacities and stepping up pro¬ 
duction and import of goods and services 
to satisfy the consumption demand of the 
uppet classes. All this is claimed to be 
feasible proposiiions if only adequate 
resources arc generated by deficit tinaiicing 
at home and at ranging inflows of capital 
and technology from abioad by borrowing 
and direct foreign private investment. This 
line of rc.'isonmg aiticnlates and rationalises 
a policy jiosiiion and objective which the 
ruling establishment subscribes to but may 
not like to make explicit foi reasons ol 
political-jwpulist expediency. What this 
underscores is that development planning is 
no longer concerned with the whole popula¬ 
tion of the country hut only the upper 
crust—the 5 to 10 per cent of the popula¬ 
tion which generates demand to su.staiii 
economic activity. It is not fortuitous that at 
the Congress of the International Chamber 


439 



A-i.ir. h 14 , i9«7 


• 1- -n/tii/.i r !I Ut'lht 
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linin • till' ill.;.’.ms nl slate foi dtlciiee .iml l.r-v 
,111(1 X !"1 ,md Si, .1ii.teiiirtl and'JMeinal. 

. I 1 , " :> ) Il ■ i mi'Mi .M 

I K. I'i I in,. iliai'ieiiii.stitallv eniiii.i'.h, 
pi,'iii,ti!\ ioine out to nucsiion as eonven 
iii'i..i’i .i.-.leeil iiiis'leadiriji, ilu; belict ihai 
■■iv. i'\ I'.is t.' t'c It ihcoostol dcvcioimu'iit 
am! !■' •>: .I-',' i , > ,c U'l loinbininv defetite 
aiul (levi li'iii'i, a! I’lKiriiy tor devcli'pmi'iit 
m till' iialii-.ii. il ,iml aj'ficultural sectors as 
ihc niamst.iv loi dclcncc capability has been 
j'ioposed bv f k lha to be substituted by 
rniiirity loi 'treii^ihenitii.'defence capability 
>\!ii 'll uiU bciorne the bases for ttiving an 
iiiipcius to development. This is proposed 
to bi d,':ii: b\ stepping up resource alloca 
tion I '1 mse'tnicni in the delcnce sector 
whiiii Mill tiig(!ci iJefence-spotisoied 
lesearili .nut niodiiclii'i' to meet the im- 
mediate deiriands of ilt iiim; and in due 
course supposedly oi deielopinent as well, 
.lha has pone so tar ,is to propose priority 
foi defence pioduction .win for stepping up 
exports. Mcaiiwlnlc, nil that ctipability is 
aehieved. it is proposid (hat defence crpiip- 
tnenl be purchased liom abio.'ul fnim tied 
'OUiCeS o! crc.l:'. and oven at pi lees i.ivoiii 
.iblv 111 Ihc sii| p!ici'S provided ihcv open 
i: pii/t iiiiiloi iiijian poods,It ci'mpet'livc 

pi 1 , (■' 

i he 'timi'it'Up evpsii.liiiiie on iietei'Cc „s 

.ii'.ii Mikiu.il iiTirv iviiish is uiiutiessis 
i lime uiio .cs,.i>i.ks a'ailablc bit dccelop- 

has 1 > yii r lo c.iuso widespread con- 
'.ciM I i’c span' scientist, S,ilisli 

l.'li.i'.‘.,>ii, icisni!'. cMsicsseil coneei'i on this 
Sivic. 1 K lha. on hu pati, has jumped to 
the dcfi lice of the nnli'ary strategic ambi¬ 
tions i'l :hc riiluitt establishment and has 
pri'cideil his new h I'k. delcnce oriented 
mvesinic'i: patuin '.vhicli will take care of 
lioth dc'o'icc and development. He has not 
icsi.'cd the 'empialion even to draw paiallels 
uiili ti,'pcd x.oimtrics and seek tie.s lot 


dettiice si/p.plicv with them which an* wholly 
irrclev'aiit to ih/- 'cauiremcnts of develop¬ 
ment as well a. v.ciit'ty for a developing 
I'ouniry with iiias.x jiiivctty such as India. He 
has di,igped J<iv\aharla! Nehin's n,rriic in 
jiisiificatioii of his policy prescription and 
It was from hmi piobably tha: the cue was 
taken bv Rajiv (.andhi to have protusc 
<Hioi,iiiotis fr,jm Nehru in his btid.eci speeih. 

I K .Ilia’s case lot iornbining dctence and 
development when resource mobilisation is 
at a discount and consumerism n being 
ericoiiraped appaiiiiily gieatly impres'>ed ilie 
piiine minister 

MfiDVVI VNB PRICFS 

■fhcrc ts in the oHicial esiablisbttienl an 
avvaiencss in this ci'iitext that the siamhn.e 
of the prime minister with tue piilili.. .iiu! 
the (|uahiv of the budget which li./ h.is 
pre.sentcd will be jinlged to a ioiisi.Jcial>lc 
extent by the beh.iviour of prices and ih.ii 
if pfices can he held in check the voial 
sections of the pci>i'le will not bother atsmn 
de'cnce spcndiiie i.r the budget.iiy rlciisn. 
I liere has been lel.iiise price stability diiirne 
rile last two years, ai least as measuted b\ 
the wholesale price index. The spokesman 
ot lire nmon finan,e minislry have a,!vanv.cd 
(hecl.nm lhar fhere arc wide ranpinc '.-liel, 
III excise Unties, together with the e\lciil„>n 
ol the Modv.'.i system ol taxalK.ri ,if loin 
modules iiitioduced to a limited extent l.isi 
vear to all commodities except textiles, 
tobacco and petroleum products, wimh 
should lead to reduction in the prices of 
many commodities such as cloth, processed 
foods, low-priced footwear, small-si/ed 
refrigerators and various types of electric 
gadgetry. But there arc many snags in the 
way of this aeiually happening. The pro¬ 
blem, in the first instance, i» that in the langc 
of eonimodities on which excise relief ha.s 
been directly granted is rather small and 
selective and will nor make an impression 
on the public mind to any significant extent 
St' far as extension of Modval is conceiiied. 
the problem is even mt're tricky. Modval 
mdeed bus very little relevance to the pro¬ 
duction, pricing and consumption of wage 
goods t'r essential goods of mass consiinip 
tion I he scheme is inspired by the idea of 
cliniitiiuing what is called the lascatling 
clfcti v'f taxatit'n on the puces of a varieij 
I'f sophistic.iterl gtiods which to be produced 
reiimr,- many inputs vvhtch ate subiech^i to 
taxation The idea is that taxes on inputs 
shv'uld be remiburscd to the pioditcer of the 
final product on which a tax is li-vicd. The 
wav in which the scheme has been conceived 
and the manner of its implementation is 
such that, to begin with, the producers of 
these goods would maximise their profits 
and only when production of such goods 
picks up in response to the profit maximisa¬ 
tion motive and competitive market con¬ 


ditions get created for such goods is the tlnal 
consumer likely to derive some price advan¬ 
tage. In the case of Modvat also, L K Jha 
can be rightfully regarded as the one who 
pioneeied it with his report on the reform 
of indirect taxation. He argued last year 
when Modvat wa.s launched' on an experi¬ 
mental basis that only if the government 
wcic willing to sacrifice levenite, to begin 
with, by the introduction of Modvat would 
the consumer benefit in terms of easing of 
prices of goods covered by Modvat. If the 
goiei'iimeiii seeks to safeguard its revenue 
from I ommodity taxation as it tried to do 
last year by raising excise duties on the final 
pioducis ti) recoup losses from refund of 
vv..ise duties .in inputs which go into ihcii 
pri'ductio/i, the producer would not pass on 
aiiv part of the gain from Modval to the 
consunici 1 ins is exactly how .Modvat h.xs 
worked III the curieni ycai. In the lyKT-SS 
budget I K .Ih.t s camion evidently went 
home 'iiul the vluty on final products I'as not 
l'C..'ri in,;ieasrd excepi m the cave ,il a t>'w 
.'elected ncin'. flit' o I'stim.i'ed to icsuli in 
a revenue lo\s to the goveiimieiit of Ks y 
irore. The loss is. howevei, likely to be niikii 
bigg, I II is also a iiii'oi point whethei still 
ihe piodiiectv will pass on the g'j’iis ol 
Modval III the eoiisniiiers Past cxpeiiin,,*; 
shows ih.il this i.s nol likely for .1 loni' linie 
10 come and the lendeiicy ol ibc piodueiTs 
will be lo pocket all the Modvat gains. 

Theic can be no doubt that Modvat and 
Ihe other tinkering in the budget will hatdly 
be enough of an antidote to the inflationary 
potential of the budgetary deficit of nearly 
Rs 6.(XXI crore w hich is likely to swell further. 
1 he policy-makers may, however, have been 
encouraged to lake the risks involved and 
influence the prime minister by playing on 
the new index of industrial production which 
is showing increases in industrial production 
at the level ot 8 per cent for three years 
running. What is missed in this context, 
however, is the fact that the step-up in the 
rate of growth of industrial pioduction 
.shown by the new index is attributable to the 
acceleration in the rate of growth of the so- 
called 'sunri.se’ industries based on maxi¬ 
mum impoit content and use of screw-driver 
technology, especially consumer electronics 
which .segment of industry is said to be 
showing a rate of growth of 40 per cent and 
more while the traditional industries are 
stagnating. This has its own implications lor 
the composition of industrial production 
which is tilting in favour of meeting elitist 
market demand and ignoring csseniiat mass 
consumption needs. The tomtoinming of the 
spurt in the growth rate of industry as per 
the new index only emphasises the reliance 
that is being placed on the market demand 
of the upper crust of the population in 
official economic and social policy and 
planning. 
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Manmade ‘Drought’ in Rayalaseeina 

V^cndy K Ol^vn 


MANY fanner!) in wcsieni Chittoor ilisirii.i, 
RayalaM'ciua, aic sure lhai ihc rains have 
permanenilv decreased. A look at the data 
from font particular stations refutes this 
popular conception. \Vc are in the middle 
of a temporary drought, although this area, 
like most of Ras'alaseema, is permanently 
drought-prone and semi-arid. fhe point 
is-and this point is holly disputed here - 
that the region is no more drought-prone 
now than it wa.s in the past. 

No C t.lMAIlf CHANOt- III K’l 


a cause of the p.csent water shortage 
For example, the number of electric 
pump.sets in f'hiiot>i district tripled ocei the 
years 1968 to 1984 (sec table 3).- In 
Rayalaseeina as a w hole the late of men ase 
over that pciiod was exen greater—and these 
figna’s include only puinpsets registered by 
the slate eletn icily board, leaving out diesel 
pumpsels. Moic recent figures will eeitaitily 
show continued growth in pumping for iiii- 


gaiton. llicre is nothing to slow the trend; 
all the drought-relief programmes include 
irrigation subsidies as a component. 

1 he greater u.se of groundwater resources 
has led to confusion about the symptoms of 
drought itself. Wells arc going dry; m-xx bores 
are not reaching wet layers; tanks dry up 
faster than before. Does that mean less rain 
IS falling on average? It could; but we saw 
above that rainfall has not decreased In¬ 
stead, it means that more groundwater is 
being used up. Irrigation at higher lexcls 
than ever before has left us xvith the popular 
pciceplton that fhis drought is more severe 


(jRA:'H l: AM KA'lif K.AINIAII. A1 FOUR STATIONS 
_ ANNt.'AI lOlAt S S\X MONSOON (MAS At!(II. 


I chose to look ai one speiilic droughi- 
liii aiea, instead of taking disirictxxise avera¬ 
ges XXInch usually include both xvet and diy 
areas I'oity years of monthly data for the 
(jingaugc Stations at Punganur, Vayalpad, 
Madarapalle and Arogyavaram (all within 
30 km ot one another) show no overall 
)haiii>e in annual r.aintall lex'els.' People 
heit s.iv that 111 their own lifetime the rains 
ha' t become less, so 1 looked at 10-ycar 
aveiages oxei the four decades 1945-54, 
19.85 64, 196.8 74 and 1975 S4. ,As tables 1 
and 2 ami giaphs I and 2 slioxv, Ihcte is no 
ox'ciall deeliiic m amiiial lainlull Instead, 
Miidanpalli and Vaxalpad base seen an in 
cica.se. and in Piinganni die i,iins xveie Icasi 
in the ixxo middle decades and hijihcsi in the 
last decade 1975-84. 

Taking the area as a whole, average an 
nual rainfall was 704 mm in 1945-54, 
658 mm in 1955-fx4. and 736 mii. m both of 
the next iwo decades. (This summary ex 
eludes Aiogyavarani for which data are 
incomplete.) 

Any change of this order in the 10-ycar 
aveiagcs is statistically significant imly at a 
xery low level. The standard dex taiion of an 
nual rainfall is very high, for instance 
190 mm (27 per cent of the mean) m the ease 
of Madanapallc. In any case the iiends over 
foui decades aie ambiguous m direction. 

A sinking thing about graph I is that for 
ev'cry dioiighi year, such as 1947, 1957, 1965 
or 1980, the previous and fi'IKxwing ycais 
had hetiei than average raiiilall"-<ind this 
paitcin holds for the PW) dioiighi just .is 
for 1947 and xither past years. 1 he most ap- 
propiiale etuicliision txx draw is that there 
have been periods of drought here in every 
decade- and periods ot high lains, too. 

THL W au r Crisis 

Yet exeryoiic from coolies to officials can 
sec IlicTC is a glowing water crisis in 
Rayalaseeina. The crisis has two aspects; less 
rain: and less gioundvvatei in tanks and 
wells. The latter, however, is not only due to 
the former. New borcwells, in-well botes and 
pumpsets are being in.stal)ed at an explosive 
mte. The increase in evaporation and runoff 
resulting from intensive irtigation of 
drought-hit lands must be taken seriously as 
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TABI.H I: AVKR.AOt ANNI'AL RAIN^All, Stationwisl »>r DECAOF-S. 1945-8S 


Years 

Punganur 

Madanapalle 

Vayalpad 

Average 

Arogyavaram 

2 

1 

1945-54 

763 mm 

683 mm 

668 mm 

704 

828 mm 

712 


(8 yrs) 

(9 yrsj 

(9 yrs) 

(26) 

(2 yrs) 

(28) 

1955-64 

701 

651 

622 

658 

644 

655 


(9) 

(9) 

(9) 

(27) 

(8) 

(35) 

1965-74 

707 

778 

717 

736 

790 

747 


(9) 

(10) 

(9) 

(28) 

(7) 

(35) 

1975-84 

783 

737 

688 

736 

747 

739 


(9) 

(9) 

(9) 

(27) 

(8) 

(35) 

Average 

738 

715 

673 

708 

733 

713 


(35) 

(37) 

(36) 

(108) 

(25) 

(133) 

1985 only 

706 

739 

589 

678 

no data 

... 


Notes: Where data for some months was not available, annua) totals could not be computed. 
The number of years of data available are entered in brackets. 


Table 3: Number oe Elextric Pumpsets 
(AP State Electricity Board Figures) 

Year 

Chittoor 

FTistrict 

Aiianiapur 

District 

Rayalaseema 

Andhra Ptadesh 

1968 

22,353 

10,491 

41,769 

1,22,321 

1974 

41,273 

20,614 

81,992 

2,61,968 

1979 

48,676 

26,425 

98,402 

3,45,396 

1984 

68,583 

39,433 

1,44,639 

5.82,197 

Increase of 1984 over 





1%8 (per cent) 

207 

276 

246 

376 


Source: Handbook of Statistics Andhra Pradesh, various fi.scal years (Bureau of Economics and 
Statistics, Hyderabad). 


and more permanent than any past drought. 
Climatic change is a myth brought on by the 
novelty of exponential growth in water 
usage. 

T he myth is compounded by the tendency 
to idealise the past. People recall the years 


ot highest rainfall in their own lives, and fall 
into thinking those years were ‘norinal’-- 
forgetting the terrible drought years that 
have come (and which are documented in 
the rainfall data) in the past centuty. 

Finally, it is of course convenient for the 


politicians to cry ‘drought!’. Their richest 
supporters, the landlords, will get the sub¬ 
sidies for new wells and bores, will grab the 
loans for pumpsets, and will oversee the con¬ 
tracts for larger irrigation works. The evi¬ 
dence against climatic change shown above 


Tabi e 2: Average Annual Rainfall Yearly 
ACROSS Three Stations, I945-8S 


Year 

Rainfall 
(in mm) 

Year 

Rainfall 
(in mm) 

1945 

nd 

1965 

405 

1946 

1048 

1966 

977 

1947 

476 

1967 

nd 

1948 

631 

1968 

601 

1949 

nd 

1969 

768 

1950 

603 

1970 

649 

1951 

482 

1971 

nd 

1952 

641 

1972 

946 

1953 

915 

1973 

680 

1954 

774 

1974 

734 

1955 

766 

1975 

nd 

1956 

774 

1976 

698 

1957 

304 

1977 

885 

1958 

763 

1978 

954 

1959 

557 

1979 

882 

1960 

608 

1980 

402 

1961 

587 

1981 

762 

1962 

806 

1982 

348 

1963 

•Id 

1983 

765 

1964 

737 

1984 

728 



1985 

678 


Note: Figures aie the aveiagc of annual rainfall 
in Punganur, Madanapallc, and Vayal- 
pad. Where data for one or more 
stations are missing, nd is entered above 


Graph 2: average Annual Rainfall 

(Yearly Average of Three Sutions*, 1945-W83 

'""'I mm 
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Table 4: Southwest Monsoon Rains (May to Auc,1!*it), 1945-85 


Years 

Punganur 

Madanapalle 

Vayalpad 

Average 

Arogyavaram 
<3 Yr Data) 

Average 

1945-54 

336 mm 

284 mm 

279 mm 

300 

271 mm 

297 

1955-64 

234 

283 

252 

256 

235 

251 

1965-74 

275 

292 

261 

276 

307 

284 

1975-84 

303 

307 

277 

296 

302 

297 

Average 

287 

292 

267 

282 

280 

282 

1985 only 

328 

271 

223 

274 

277 

274 


Noir. For some years, monthly data for the monsoon season were available although the complete 
annual average could not be completed. 


may not be popular with those who make 
a profit out of crying ‘wolf!’ in this way, but 
wishing will not change the facts. 

To sum up, the falling water table is 
evidence of os'ciuse of water, not of climatic 
change. 


They are published in the Andhra Pradt’ih 
Gazette. Foi a few years certain figures are 
missing, so I did not calculate annual totals 
or averagc.s for those years. They were ran- 

PRICES 


ds>mly messing as far as rainfall goes; the data 
were not reported for administrative reasons. 
In reporting the annual averages I have put 
the number of full years of data available in 
brackets In calculating the monthly rainfall 
averages and the total for the southwest mon¬ 
soon months, more complete data were 
available. However, the raingauge at 
Arogyavaram only began reporting in 1952. 

2 I he source for these figures is the pocket- 
sized Handbook of Statistics, Andhra 
Pradesh, which first started reporting the 
number of electric pumpsets in the 1969-70 
edition. They quote the SEB as the source, 
but do not say how the iruc number of 
pumpsets might differ from the registered 
number. 


Nearing Double-Digit Zone 


SW ''a)N.S(X)N Not REDUttD 

The farmer’s nest argument is that even 
if total rainfall has not fallen, the southwest 
monsoon is giving less rain to this area. Not 
only arc we in a ‘rain-shadow’ area of the 
ghats (as we always have been), the argument 
runs, but the monsoon itself passes over this 
area dropping less tain than it used to. 

The monsoon rainfall figures, stationwisc 
and dccadcwisc, fiimlxrefute this argument 
(see graph 1 and table 4). In fact if anything 
the rains during May to August seem to have 
incicased marginally since the decade 
1955-64. riiis change, like the others des¬ 
cribed above, is not statistically significant 
in any case. 

In fact, even if the SW monsoon dropped 
less rain here, and cyclonic rains or NE mon¬ 
soon rains made up the difference later in 
the year, the farmers would still not be as 
badly affected as they now arc. Any rain (in 
any month) contributes to the level of 
groundwater and should help to fill the tanks 
and the cracks in the rocks of ‘Rayalaseema’. 
An increase in the September to November 
rains would not help the dryland farmers 
much (being ill-timed), but would give a 
boost to irrigating farmers, instead we see 
one well after another going dry. 

What Is To Be Done? 

At this state someone usually wheels out 
the deforestation argument. Whether the 
denudation of the forests for firewood is 
causing drought is a debatable point, and 
hard to prove either way. One clear lesson 
can be drawn, though. The use of trees and 
groundwater resources are both overwhelm¬ 
ingly governed by individual decisions, not 
by any social calculation. Dreams about 
reforestation to the contrary, villagers are 
going to go on using up firewood just as 
farmers are going to go on digging new wdls 
and installing pumpsets. This is the tragedy 
of the present economic system. 

Notes 

I I got the monthly data from the AP Bureau 

of Economics and Statistics in Hyderabad. 


THE rise in inflation in terms of the 
wholesale prices index has been higher at 6 
per cent in the first eleven months of the 
fiscal year 1986-87 on a point to point basis. 
The rate of price increase in the correspon¬ 
ding period of 1985-86 and 1984-85 had been 
3.4 per cent and 5.7 per cent, respectively. 
The uptrend in prices in fact was in evidence 
as early as end-December 1985 and con¬ 
tinued till the index reached a peak of 385.3 
by the second week of October 1986. At this 
level, the rate of price rise at 7.2 per cent was 
nearly twice the 3.8 per cent in 1983-86; the 
rise was 6.5 per cent in 1964-85. The com¬ 
modities mainly responsible for the surge 
were fruits and vegetables, sugar, gur, 
oilseeds and edible oils. These commodities, 
having a weight of about 22 per cent in the 
general price index, accounted for about 73 
per cent of the rise in the general price level 
as against 58 per cent during the same period 
last year. As there was no appreciable up¬ 
ward revision in administered prices except 
that of electricity, the contribution of this 
group as a whole to riie general price rise 
was relatively small at 3 per cent. In 1985-86 
administered commodities had accounted 
for about 13 per cent of the general price 


rise of 3.8 per cent. 

From the third week of October prices 
evinced the seasonal declining trend which, 
though late to commence by about eight 
weeks (normally the seasonal decline starts 
from the second or third week of August) 
was marked in the next ten weeks. The fall 
in prices at 1.9 per cent between October 11 
and December 27,1986 was more than that 
in any of the earlier four years. SigniHcant- 
ly the commodities mentioned above 
brought about the fall in prices too; fruits 
and vegetables (9.3 per cent), sugar and gur 
(14.9 per cent) and oilseeds (5 per cent). 
Decline in foodgrains prices supported the 
declining trend. 

From the last week of December 1986 
prices resumed their upward movement and 
in the next four weeks prices showed a rise 
of 0.9 per cent which is almost double the 
rise of 0.5 per cent recorded last year. Unlike 
last year, however, the main pressure emerged 
from oilseeds, edible oils, pulses and Hbres. 
These commodities having a weight about 
13 per cent in the wholesale price index ac¬ 
counted for about 47 per cent of the rise as 
against only 4 per cent last year. At the pre¬ 
sent pace, the inflation rate in 1986-87 may 


Table 2: Inflation as Measured by Wholesale Prices and Consumer Prices 

(Percentage) 


As Measured by Whotesale Prices As Measured b y Consumer Prices 


1982 

1983 

1984 

1985 

1986 

weight 

weight 1986 

1985 

1984 

1983 

1982 

3.3 

10.8 

5.7 

5.4 

6.0 

1<X).0 GeneralpricesKXl.O 

9.2 

7.1 

5.2 

12.5 

8.3 

8.1 

18.0 

2.8 

8.5 

7.3 

43.1 + Food 

60.9 

11.5* 

6.6 

2.5 

13.5 

8.0 

4.1 

17.5 

3.5 

41.0 

0.1 

1.4 Pan, supari, 
tobacco, etc 

4.8 

8.9* 

16.6 

10.5 

12.2 

6.7 

13.2 

9.9 

8.0 

I7.S 

11.0 

3.4^ Fuel and light 

5.8 

6.0* 

7.8 

12.1 

12.0 

12.0 

4.6 

3.0 

3.4 

3.9 

1.1 

3.9''Clothing and 
footwear 

8.5 

4.6* 

6.4 

3.3 

7.0 

8.4 

M 

7.4 

S.g 

2.3 

2.5 

1.6' Health and 

13.7 

7.1* 

5.1 

12.2 

11.9 

7.4 


personal care 

Notes: * Data available upto November 1986 only. 

+ These indices are constructed after idoitifying commodities appearing both in wholesale 
prices and consumer prices. 
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be around 8 per cent. 

The rate of inflation in the calendar year 
1986 as measured by the wholesale price in¬ 
dex was 6 per cent as against 3.6 per cent 
in 1985 and 1984. However, the index for 
consumer goods~this index has been con¬ 
structed very roughly after identifying some 
47 items which find a place both in the 
wholesale price index as well as in the con¬ 


sumer price index (see Ihble 1)—recorded a 
lower price increase of 6.9 per cent in 1986 
as compared with 7.4 per cent in the'previous 
calendar year (Table 1). Apart from edible 
oils the commodities that recorded higher 
price increases included salt, rice, potatoes, 
eggt ghee, tea, soap and tooth powder. 

The contribution of food items to the 
general price rise at 48 per cent was lower 


T/sBir 1; fRiNDS in Wholesale Prices Index 
(1970-71 - 100) 


(Perceritagei) 



Weight 

1986 

1985 

1984 

1983 

1982 

All Commodities 

1000.00 

6.0 

5.4 

5.7 

10.8 

3.3 

Consumer Goods 

44>>.74 

6.9 

7.8 

5.3 

15.2 

2.2 

Rice 

51.31 

9.0 

5.4 

-4.4 

5.1 

12.6 

Wheat 

.14.17 

7.8 

9.4 

-5.0 

1.6 

13.6 

Jowar 

8.39 

5.7 

3.9 

-7.9 

24.6 

-12.2 

Bajra 

S.64 

- 5.6 

39.6 

-2.2 

2.0 

-2.8 

Bread 

0.39 

11.0 

— 

- 4.8 

7.2 

11.9 

Tur 

5.24 

37.1 

-5.4 

-24.9 

29.7 

19.3 

Ciram 

10.39 

-36.1 

9.2 

39.2 

34.6 

4.9 

Moong 

2.55 

11.8 

-9.5 

32.8 

24.6 

-3.1 

Masur 

1.59 

- 1.9 

2.4 

lO.I 

45 .'i 

- 22.0 

Urad 

2.02 

-2.3 

- 3.9 

7.8 

40.2 

14.6 

Coconut otl 

3.50 

80.9 

- 52.1 

16.5 

+ 59.2 

38.1 

Groundnut oil 

14.15 

25.2 

-1.4 

7.2 

8.5 

5.2 

Vanaspati 

7.52 

15.2 

13.2 

10.7 

-2.1 

11.0 

Egg 

4.20 

8.6 

4.0 

-0.7 

22,7 

_ 

Fish 

6.31 

4.8 

15.4 

9.5 

-10.7 

-3.6 

Meat 

8.46 

8.7 

14.3 

18.7 

5.9 

6.2 

Milk 

45.19 

0.7 

6.3 

2.4 

13.7 

7.7 

Butter 

2.44 

14.5 

0.5 

4.2 

11.3 

-4.9 

Ghee 

13.87 

23.5 

-9.1 

2.9 

26.8 

-3.8 

Salt 

0.37 

23.5 

-2.4 

8.7 

3.5 

- 7.0 

Chillies 

5.02 

-46.1 

- 35.7 

164.3 

-33.4 

- 18.8 

Copra 

4,49 

90.2 

-55.3 

10.3 

61.2 

45.9 

Pepper 

0..19 

46.2 

60.7 

21.1 

67.1 

-10.4 

Onion 

1.94 

41.8 

36.5 

-40,3 

25.2 

- 28.2 

Potatoes 

10.12 

90.2 

30.8 

-21.1 

69.5 

-8.3 

Bananas 

13.78 

20.1 

27.9 

-'4.8 

42.9 

• 12.7 

Tea 

11.49 

4.8 

-13.9 

5.9 

53.9 

20.7 

Coffee 

1.61 

4.2 

5.0 

18.3 

26.4 

-0.8 

Bidi 

0,27 

— 

— 

25.5 

13.6 

— 

Cigarettes 

12.75 

— 

43.5 

3.3 

18.9 

3.9 

Cold drinks 

0.82 

1.2 

13.8 


-0.4 

7.2 

Kerosene 

8.35 

7.2 

10.5 

0.9 

7.1 

-1.2 

Electricity 

24.00 

12.3 

20.0 

10.4 

11.2 

19.2 

Matches 

2.02 






Cotton cloth 

38.04 

0.8 

3.5 

3.3 

2.8 

4.6 

Footwear 

0.90 

9.3 

14.6 

7.1 

8.2 

6.0 

Drugs and medicine 

9.83 

2.4 

4.2 

0.8 

8.0 

11.2 

Hair oil 

0.17 

3.4 

0.4 

15.5 

i2.7 

9.2 

Soap 

3.05 

7.0 

-0.7 

22.0 

10.3 

2.7 

Tooth powder 

0.18 

6.9 





Tooth paste 

0.45 

5.4 

5.9 

4.6 

5.1 

... 

Blades 

0.47 

-1.0 

3.6 


38.9 


Utensils 

1.93 

1.0 



— 


Sugar 

21.91 

3.1 

20.3 

7.3 

7.4 

-13.6 

Gur 

45.38 

1.6 

14.8 

10.5 

32.6 

-IS.I 

Blue 

0.22 

10.4 

13.8 




Turmeric 

1.26 

-34.3 

-19.0 

39.6 

114.1 

83.4 

Industrial Raw 






Maieriak 

II2M 

13.4 

-12.7 

7.2 

19.5 

5.2 

Fibres 

21.73 

9.1 

-34.9 

26.5 

20.7 

5.5 

Oilseeds 

42.01 

24.4 

-11.3 

-3.6 

28.9 

8.0 

Administered prices 

156.67 

4.0 

10.3 

6.0 

2.9 

5.0 

Coal 

11.17 

13.0 

0.2 

24.8 

2.6 

16.5 

Electricity 

24.00 

12.3 

20.0 

8.8 

12.8 

19.2 

Fertilisers 

12.52 

10.0 

— 

-0.7 

-4.8 

-0.3 


than the 60 per cent last year. A substantial 
fall in prices of pulses, except tur. together 
with those of turmeric and chillies and 
deceleration in the rise in sugar and gur 
prices helped to contain the price rise of this 
group. Although tur teconfed an increase of 
37.1 per cent during the year, all the other 
pulses, viz, gram, moong, masur and urad, 
moved down, to bring about a decline in 
prices of pulses to 17.2 per cent in contrast 
to a rise of 3 per cent last year. The fall in 
pulse prices was due to improved production 
which in 1985-86 at 13 mn tonnes was higher 
by 1 mn tonnes than in 1984-85. Estimated 
production in 1986-87 is around 12.5 mn 
tonnes. Controlled release of sugar for 
public distribution and better availability of 
sugarcane for gur production have helped 
to keep the prices of sugar and gur in check. 
In sympathy with the substantial rise in 
oilseeds prices, edible oil prices rose by 33.4 
per cent during the year as against a fall of 
7 per cent last year. Reduction in the import 
of edible oils and change in the policy of 
allocation of oils to the vanaspati industry 
also contributed to the rise. Even though 
prices of potatoes (90.2 per cent), onions 
(41.8 per cent) and bananas (20.1 per cent) 
flared up due to drought in the main pro¬ 
ducing centres, the substantial fall in prices 
of green peas (-16 per cent), oranges 
(-11 per cent) and apples (- 21 per cent) 
restricted the price rise in fruits and 
vegetables group to 17 per cent compared to 
32 per cent in 1985. 

In the consumer goods group in the 
wholesale prices index, except bajia, gram, 
masur, urad, moong, turmeric, chillies and 
razor blades, all other commodities 
registered increases varying between 0.7 per 
cent in the case of milk and 90.2 per cent 
in case of potatoes and copra. 

Prices of industrial raw materials shot up 
by 13.4 per cent in 1986 in contrast to a 
decline of 12.7 per cent last year. Prices of 
fibres went up by 9.1 per cent as against a 
fall of 34.9 per cent last year. Increase in coal 
prices by 13 per cent in January 1986, in fer¬ 
tiliser prices by 10 per cent in February 1986 
and periodic upward revision in electricity 
tariffs raised the prices of commodities 
whose prices are administered by 4 per cent 
during the calendar year as against an in¬ 
crease of 10.3 per cent in 1985. 

Following the trend in wholesale prices, 
the consumer price index also recorded a 
higher rate of increase of 92 per cent as 
compared to 7.1 per cent last year (Ihble 2), 
The consumer price index for food articles 
flared up by 11.5 per cent as against a lower 
increase of 6.6 per cent in 1985. It can be 
seen from the table that all commodity 
groups in the consumer price index have 
recorded a higher growth rate thu the cor¬ 
responding group identified by us in the 
wholesale price index. These commodity 
groups, furthermore, have a higher wdght 
in the consumer price index than in the 
wholesale price Index. 
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Savings, Risk Capital and 
Public Borrowing 

Amal Sanyal 


FROM the promise that we have a large 
volume of savings curiently, two conclusions 
seem to be derived in policy-making circles 
rather wishfully. One is that a substantial 
amount of additional resource can be raised 
through public borrowing with only marginal 
increase in the yield rate of government 
papers, and the second is that the flow of 
risk capital directly from households to cor¬ 
porations can be signiflcanily increased by 
only properly reorganising the functioning 
of the stock market. If true, both of these 
will ease the government’s financial problem, 
the First directly with larger public borrow¬ 
ing and the second indirectly by reducing the 
pressure on public financial institutions to 
provide risk capital. Some recent experiences 
in the capital market can throw some light 
on these two suppositions. 

Total non-government and non-corporate 
savings in the country can be grouped as 
originating in (i) income of income-tax¬ 
payers, (ii) income of non-income-tax¬ 
payers, e g, agricultuVists and self-employed 
in the service sector, and (iii) black income. 
The First kind of savings seems to be amply 
supplied with tax-reducing government 
paper except for that originating in the 
highest income brackets, from whom the 
scope for additional mobilisation is insigni¬ 
ficant. The recent issues of the Mahanagar 
Telephone Nigam (MTNI.) and the National 
Thermal Power Corporation (NTPC) of 10 
per cent tax free and 14 per cent taxable 
bonds have as a result failed to enthuse this 
group, reportedly mobilising less than Rs 25 
crore each from a total of roughly 60,000 
applicants. 

For the savings generated out of black 
income no paper is of any use unless it has 
a no-questions-asked clause. No wonder 
MTNL and NTPC bonds have not been able 
to touch this component of savings, while 
the recently floated Indira Vikas Patta which 
promises amnesty seems to be doing well 
from partial accounts available until now. 
The non-tax-paying households who do not 
have a disclosure problem, e g, agriculturists, 
seem to have also opted for the Vikas Patra 
since it is the most paying of all papers so 
far, and at the same time more liquid. 

The experience of MTNL and NTPC and 
the Vikas Patra does not obviously lend 
much support to the view that pidiKc bor¬ 
rowing at only a marginally higher interest 
rate can mobilise a signiFicani amount of 
resources. A significant rise in yield rate is 
to be effected—the Patra’s doubling in 5 
years is already a significant rise- 7 -to entice 
the savii^s of the agriculturists arid the seif- 
eihpleyed. It is of course open to the govern- 
meht. if if wants r> save the cost of escalating 


the interest rate, to target the black income 
rather than that of the agriculturists and the 
self-employed, in this case the government 
can offer papers with a yield around 10 per 
cent with amnesty, but this may result in 
activating hitherto inactive black hoards on 
top of saving out of current black income. 
In such an event the alleged advantage of 
borrowing over deficit finance is lost to that 
extent, since borrowing results directly in an 
increase in active money. In passing we 
may note that the Vikas Patras have been 
designed as bearer papers and thus ate 
extremely liquid. To the extent that they are 
bought from inactive black hoards, and then 
subsequently liquidated by the bearers, they 
would increase active money by twice the 
amount of such purchases and not just once 
It appears that the increase in public bor¬ 
rowing ha.s to go hand-in-hand with sub.stan- 
tial hikes in yield rates, or with a regime of 
greater amnesty for black savings—and the 
latter case is open to the absurdity of increas¬ 
ing active money uhile only borrowing from 
the public. 

We may now look at the second sup¬ 
position-regarding the supply of risk 
capital. Around the same time when the 
MTNL and NTPC were failing to get house¬ 
hold support, Reliance Industries collected 
from the public as much as Rs 460 crore 
spread over IS.S lakh applications. At the 
same time Vareli Textiles collected nearly 
Rs 135 croie, just to give two rather promi¬ 
nent examples. Docs this imply that the 
savers ate going in for supplying risk capital 
in the stock market? It is difflcult to endorse 
this point of view either. Reliance and Vareli 
are known for the promise of quick gains— 
at the time of their issue the Reliance deben¬ 
tures and the Vareli shares were carrying 
premia of Rs 80 and Rs 7S, respectively. The 
state of supply of .risk capital is better 
exemplifled by the fate of the Indo-Gulf 
issue, again around the same time. Floated 
by Gwalior Rayon, Mindalco and Indian 
iGyon, three impeccable private sector units, 
for setting up the giant gas-based fertiliser 
unit at Jagdishpur, the issues had to be mostly 
bailed out by the financial institutions. 

The stock market capitalisation has 
increa.sed manifold since 1979-80, while the 
market collection may cross Rs 3,000 crore 
this year. But if we take out the new issues 
of the existing premium companies pro¬ 
mising quick capital gains and the is.sues of 
the private finance and investment com- 
i>anies of various kinds, the total market col¬ 
lection of risk capital for fresh industrial 
ventures would look far from heartening. 
The growth of this quantity since 1979-80, 
corrected for the esc^tion of project costs 


since then, would be even bleaker. 

The supply of risk capital, one may 
observe, need not increase with an increase 
in the volume of savings alonq but is related 
to the sociology qf the saving households. 
The latter being what it is, the savers have 
not generally shown much inclination 
towards supplying risk capital. Instead the 
arrangement so far has been to mobilise 
these savings through public sector flnan- 
cial institutions and make them available to 
private corporations. In the process, the 
saving houschold.s have enjoyed risk-free 
interest from the government and the 
government has ended up bearing a large 
part of the risk of the private sector. This 
has been obviously fine for the saving 
hou.seholds. It has been fine for the cor¬ 
porate sector, which would not have other¬ 
wise got its risk capital. And finally it has 
provided the government, as a major sup¬ 
plier of risk capital, with the kind of clout 
with the corporate sector as is necessary for 
maintaining political puwei and rai.sing vote¬ 
buying funds. 

To imagine th.-u the hou.seholds would be 
now supplying a major part of risk capital 
for industry would amount to imagining not 
only that there has been a major reorienta¬ 
tion of the saving households* outlook from 
their erstwhile habit of enjoying secure ren¬ 
tier income, but also that this change is $0 
large that a major political change in the 
veiy structure of the relation between the 
government, the corporations and the 
property-owners is in the offing. It would 
be the beginning of a new political era if the 
wishful conclusions of the policy-makers 
piemised on our high saving rate were indeed 
valid. 


ORDNANCE FACTORY 

BHUSAWAL 

T. No. OF8/'5990/86-87/IMPORr/2/CD/FP/ 
PC: The General Manager, Ordnance Factory, 
Bhusawal invites sealed tender for impor¬ 
tation from Indian Agents who are authoris¬ 
ed Indian Representatives of reputed 
Foreign Suppliers, upto 12 noon on 21.4,87, 
and will be opened on the same day at 
3 p m for procurement of the Terne Plate in 
Extra Deep Drawing Quality with base Steel 
to Specn. BS-1449-1972 Grade CR1. Coating 
both sides with Tin 10% nominal balance 
90% lead. Coating weight nominal 150 
Gms/Sqr, Metre on both sides. Size- 1.00 
MM X 900 MM X 2800 MM, Qty 18 MTs. 
These Terne plates should be thoroughly 
oiled and treated with anti-corrosive 
material to avoid rust formation during 
storage. Packing should be sea worthy. 
Tender forms obtainable @ Rs. 15/- through 
crossed postal order drawn in favour of 
the General Manager, Ordnance Factory, 
Bhusawal upto 20 4 87. 

Cldvp 6»S (874) B6 
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Measuring Industrial Growth 

A Researcher’s Point of View 

Batlsha Baau 


1 HAVE before me a copy each of the 
“Economic Survey, 1986-87” and Press Note 
No T-n014/I/86-lSD (IIP) of the govern¬ 
ment of India on the revised index of 
industrial production with 1980-81 as base 
year. As a statistician-cum-researcher I am 
rather baffled by the flgurcs furnished by the 
same government in these two documents. 
For example, we find that the industrial 
growth rate according to the existing series 
(base 19/0) has been 5.4 pet cent, 6.8 per 
cent and 6.3 per cent respectively during 

1983-84, 1984-85 and 1985-86 as shown in 
the “Economic Survey”, whereas the same 
shown in the press note adjusted to 1980-81 
base has been noted 6.4 per cent, 8.3 per cent 
and 5.3 per cent respectively. No amount of 
arithmetic can make these two series com¬ 
parable. Also, how are these two sets of data 
on industrial growth rates to be reconciled 
with the data on value added in the orga¬ 
nised scctoi made available in the “National 
Accounts Statistics", issued annually by the 
government of India. Further, a paper by 
Basu, Chawla and others on 'Alternative 
Methods of Obtaining Growth Rates of 
Industrial Production’, published in October 
1986 issue of the Monthly Abstract of 
Statistics also shows that the annual average 
growth rate as per the official index number 
series (over the period 1971-72 to 1982-83) 
had been only 4.05 per cent compared to 5.17 
per cent recorded by Annual Survey of 
Industry data on net value added. The 
“Economic Survey” has also presented a 
table (No 4.2) where the annual compound 
growth rate in the manufacturing sector 
during the period 1974-75 to 1982-83 has 
been indicated as 8 per cent as recorded by 
the ASl and 4.4 per cent as recorded by the 
current index (base shifted to 1973-74 for 
both the .series). 

We all know that the department of 
statistics has been making attempts to 
improve its performance in bringing out its 
reports expeditiously and in furnishing more 
meaningful data. We also know that labour 
productivity has gone up in different 
industry groups though no information is 
officially made available to the public about 
the growth in labour productivity and about 
improvement in materials management, 
energy consumption, etc, by the various 
industrial groups. Though detailed data on 
changes in the total output, in the composi¬ 
tion of output, employment, capital, profits, 
etc, are compiled and published by the 
department of statistics in their annual 
reports on the Annual Survey of Industries, 
we all know that these are not uptodate. The 
late.st ASl data available relate to 1982-83 
and issue of 1983-84 data, which was ex¬ 


pected in February 1987, has been delayed 
inderinitely. 

Our manufacturing group consists of two 
broad sub-groups, namely, factory sector 
and non-factory sector, usually known as the 
unorganised sector. These two sub-groups of 
the manufacturing sector roughly contribute 
15 per cent of the total net domestic product 
of the economy of which a little over one- 
third is contributed by the so-called un¬ 
organised industries. In the current index of 
industriai production compiled by the 
department of statistics the unorganised 
industries are not included at all. However, 
the revised series has promised to overcome 
this particular snag and an attempt has been 
made to include some important reserved 
items of the small-scale sector in the revised 
series. It appears that the present coverage 
of the small-scale sector in the revised series 
is restricted to only 18 items, the weight of 
which in the total manufacturing sector 
(inclusive of production in the organised 
sector) is less than one per cent. 

The base of the index of industrial pro¬ 
duction has been changed from 1970 to 
1980-81 for increasing its coverage and 
obtaining a fairly representative indicator for 
the growth of our industrial sector. Any 
index of industrial production .should fur¬ 
nish the change over time in the volume of 
production of the manufacturing, mining 
and electricity sectors; it should also help in 
relevant comparisons of the growth rates of 
sub-sectors of the general index as also 
different industry groups, i e, it should 
present changes in the structure of the total 
industrial sector. The manufacturing sector 
of the current series (1970-base) covers 290 
items (though almost one-half of them, it 
appears, have been deleted due to the non¬ 
availability of necessary monthly production 
statistics). The revised series (1980-81) also 
covers 290 items in the manufacturing sector, 
though 96 new items, reflecting the new and 
fast-moving industrial items, have been 
introduced in the series. However, the total 
number of items appear to be rather low for 
the vast industrial sector of our economy, 
where more than 10 thousand items are 
being manufactured in the factories sector 
as reported by the Annual Survey of Indus¬ 
tries. For the manufacturing sector, the 
revised series covers only 15 two-digit 
industry groups and at the three-digit level 
covers only 82 industry groups out of a total 
of 167 recorded in NIC (1970). The coverage 
of the revised series, in terms of number 
industry groups as well as number of items, 
is thus rather poor for this new series to bC' 
of much use for planners and policy makers, 
though the growth rates recorded by it are 


rather encouraging. However, it should Oe 
noted that though the manufacturing sector 
recorded an increase of 8.0 per cent in 

1984- 85 over 1983-84,9.7 per cent in 1985-86 
over 1984-85 and 6.5 per cent in the first 
seven months of 1986-87 over the correspon¬ 
ding period of 1985-86. It is a surprise that 
the growth rate in the manufacturing sector 
should be recording a fall in 1986-87 in spite 
of the additional benefits extended to our 
industries. It should also be noted that as 
per the revised scries, the mining sector 
recorded a sharp fail from 8.8 per cent 
growth during 1984-85 to 4.2 per cent during 

1985- 86 and a similar trend was observed for 
electricity where a fall from 12.0 per cent 
growth in 1985-86 to 8.5 per cent. However, 
the trends are changing for the better as 
during the first seven months of 1986-87 the 
mining sector has recorded a growth of 7.6 
per cent over the same period of 1985-86 and 
electricity of a growth of 10.1 per cent. For 
the combined index (general index of indus¬ 
trial production), the revised series records 
a growth of 8.6 per cent in 1984-85 over 
1983-84, 8.7 per cent in 1985-86 over 1984-85 
and 7.4 per cent in the first seven months 
of 1986-87 over the same period of 1985-86. 
It is not possible to say if the growth rates 
would have been different if the coverage of 
the new series had been better (in terms of 
number of three-digit groups and number 
of items). It should be noted here that even 
the revised index of industrial production 
does not cover many items from the small- 
.scale sector. The number of items covered 
at present stands-at 18 and is expected to go 
up to 57 within a year or so. The estimated 
production data furnished by the DGSSI for 
incorporation in the revised series are col¬ 
lected on a sample basis and blown up with 
the help of data on production per unit while 
their sample survey mainly covers large units 
in the SSI sector. 

It is known that the monthly production 
statistics used by the department of statistics 
for the compilation of the index series are 
not strictly comparable over time as the 
number of units which furnish their produc¬ 
tion data to the source authorities differ 
from month to month for almost all the 
items covered by the series. This lack of com¬ 
parability of the data used over time affects 
the usability of the series prepared by the 
department, lb improve the data flow posi¬ 
tion from the source authorities, the depart¬ 
ment might have to give up the practice of 
collecting monthly production data from the 
factories on a voluntary basis and introduce 
some statutory measures! 

An Expert Group is presently looking into 
the various aspects of the compilation of the 
index of industriai production and related 
issues and it is hoped that it would come 
forward with recommendations relating to 
further changes in the base year of the 
revised series ending this very inqpbrtant 
indicator of our industrial sector to present 
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a meaningful growth rale for planners, tribute at least 73 per cent of the total down from the hillocks, began to attack him 

policy-makers and the general public (as also base-year gross output value); and other officers with stones. It was at this 

for students and researchers like me). The (3) improvement of routine monthly data point that the police opened fire. Sahane 

main points to be considered are: flow of items selected for inclu.sion in adds that while only one adivasi woman was 

(1) inclusion of important and fast-moving the index scries; and killed and another injured, “21 of our people 

items from the small-scale sector; (4) some estimational procedure introduced were hurt badly”. 

<2) enhancing the number of items in the to make necessary estimates for non- The superintendent of the government 

manufacturing group to cover more reporting units which supply monthly hospital in Jawahar, Sathe, refused to say 

three-digit industry groups and at least production data for incorporation in the many policemen were hurt. He, however, 

five to six hundred items (which con- senes. admitted that none had been admitted to 

hospital. He also disclosed that Sitibai had 

MAHARASHTRA been admitted with a deep bullet injury. 

The police versions of the number of 

Police Firing on Bhusarpada Adivasis iSirrJVrX'S-.C'TS 

800 adivasis had attacked the forest officials 
Ruchira Gupta and the policemen, Sahane and Surve 

claim that the adivasis numbered 400'S(X}. 

ONE adivasi woman was shot dead ano two lapsed near her sister's hut. The men then Bhusarpada hamlet houses only ISO adivasis 
others injured in the February 10 police ran from the hillocks to help her but by jq huts. Other hamlets are at least four 
firing in Bhusarpada of Chamarshet village, that time the police had dumped her and |(u) away. Therefore, it is unlikely that 800 
Jawahar taluka. Investigation revealed that Jamnibai’s corpse into the toiry and driven persons gathered to’attack the officials. It 
(he tiring was unprovoked and unwarranted, away. .Sitibai was arrested as soon as she was ulso unlikely that the adivasis could anti- 

Following a clash between the CPl(M) discharged from hospital on February 27 as eipatc trouble and organise themselves for 

and Kashtagari Sanghatana workers in were Krushna Bhusra, sarpanch of the rhe “armed attack” 

Chamarshet village last September some ot village, and 50-ycar-old Kashibai under Surve admitted that both Sitibai and 
the adivasis living in scattered hutments IPC 307 (attempt to murder). Jamnibai were unarmed. But he added: 

around Bhusarpada had decided to shift to A report filed by the Thane rural police “Stones have been known to kill too” The 

the main clu.vtei for seprity reasons. About after the incident claimed that a mob of 800 adivasis when asked, whether they threw 
two months ago they dismantled their huts adivasis of Chamarshet village had launched stones at the police said: “How could we 

and brought the logs of wood to the main an armed attack on forest officials, police- throw stones at the police? They had guns!’ 

clusiei to rebuild their huts there. men and labourers who had gone to invest!- in any case some questions remained 

According to eyewitness accounts, of- gate reports of wood being ‘stolen’ by the unanswered—Did the stone throwing war- 
fictals of the Forest Development Corpora- adivasis. PSl Sahane alleges that the mob rant an order to fire? And that too at point 
tion of Maharashtra (FIK'M), some police- attacked them with slingshots and stones. He blank .angc? Why would the adivasis attack 
men and labourers came to Bhusarpada on claims that he was hit on the chest, cheek ^nly after the wood was loaded? 

February 9 and began to load the logs of and elbow by stones. He adds that when the There is another fallacy in the argument 
wood belonging to the adivasis into lorries, mob went out of control CPI Surve gave the pm forward by the police. They had earlier 

Begum, the wife of one of the adivasis. Babu order to open fire which resulted in the death alleged that the wood had been stolen from 

Pangal Chaudhary, protested. The PSI of of one woman and hurt another. coupe 7 by the adivasis. But P S Malwatkar 

Jawahar taluka. M P Sahane, who had According to the report the FDCM which of the Sarva Shramik Sangh, a-forest 
accompanied the forest officials to the has been felling trees around Chamarshet labourers union, says coupe 7 had been 
village threatened to shoot her. Other tribals village since January 27 had asked for police clear-felled many months ago. 
also protested saying the wood belonged to protection. Therefore, some police officers Chamarshet village comprising of eight 
them and the forest officials had no right always accompanied FDCM officers when hamlets—two Congres$(I) dominated, five 
to take the logs. The police then fired two they went to fell tress. On February 9, forest CPI(M) and one (Bhusarpada)—supports 
rounds into the air to frighten the adivasis officer Doke of the Kasa depot, Dahanu the Kashtagari Sanghatana. In an earlier 
and left. division, went to collect wood from the dash between the CPM and the Sanghatana 

On February 10 the forest officials came jungles behind Bhusarpada. The adivasis workers the house of one Nandu Jivva 
back in a jeep with some police officials, surrounded Dokc, his labourers and nine Padwale was damaged in Vangalpada by 
including Sahane and the circle police police officials and attacked them. They tore sanghatana workers. Nandu, a forest labour 
inspector, R M Surve. Anticipating trouble off Doke’s cap. and the clot)ies off some contractor is alleged to be involved in the 
the men of the village ran away and hid policemen and broke the windshield of a illegal felling of trees with the connivance 
behind nearby hillocks. Women and children jeep. The police claims that altogether 10 of forest officials and the police. The 
watched in horror as the lorry went round persons were injured in the attack. Kashtagari Sanghatana allege.s that the 

the hamlet collecting logs of wood from in- The report adds that following a com- incident was provoked by him not only for 
complete huts. plaint by Doke, PSl Sahane personally went revenge but to covet up his own illegal trade 

They took four logs of wood from to Thlaoli another hamlet near Chamarshet by blaming it on the Bhusarpada adivasis. 
Bhandya Bhandre’s nearly completed hut, to make enquiries. On February 10 he since the firing no one except Ka.shtagari 
Jamnibai, his wife, ran towards the police- went with CPI Surve, two policemen, one Sanghatana workers have visited the village 
men and forest officials shouting “Don’t SRP platoon and several constables to though a magisterial enquiry has been 
take my home.” At this point circle police Bhusarpada. No one was there. ordered. Jamiiibai’s four Children, including 

inspector of Jawahar taluka, Surve, ordered The foresters then conducted the ‘panch- a baby in arms cry for the want of food, 

the police to fire. PSl Sahane shot Jamnibai nama' (which involves the measuring of each Their father, Bhandaya Bhandre, says since 
at point blank radge straight through the log of wood) in the jungles behind the village Jamnibai has died there has been no one to 
heart and she died on the spot. Sitibai Rama and began to take the wood away. About cook food in the house. The villagers are 
Bhoye ran with her child in iwr arms to help Rs 12,000 worth of wood was collected that scared and tense. They are unwilling either 
Jamnlbhai but was shot at. She ran towards day, according to PSI Sahane He alleges to talk of the incident or to leave the hamlet 
the huts.,with the police chadng her and col< that as they wete leaving 400-300 persons ran even to get food and supplies. 
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‘Megahazards’: The New Threat 

A Sushil Kumar 


THE last two decades have witnessed the 
rapid expansion of the oil and the chemical 
industry. The country has seen the emer¬ 
gence of huge petroleum installations and 
refineries, giant petrochemical complexes 
and a wide range of chemical industries. 
These include basic chetmcals, agro-chemicals, 
pharmaceuticals, insecticides, dyestuffs, 
solvents and organic chemicals, alkalies and 
inorganic acids, piastics, paints, soaps, 
detergents, etc. Most of these industries 
involve large-scale operations. Apart from 
involving huge capital investments, they 
represent new types of hazards which pose 
a threat not just to the piant; but to the en¬ 
vironment also. 

Until recently, the concept of safety in our 
country was mainly associated with the 
narrow concept of physical safety 6f people 
within the plant. Thus safety legislation 
chiefly covered conventional risks such as 
employee injuries caused by machinery, elec¬ 
tric shocks, falls, etc. The 1980s saw the birth 
of a concern for environmental values, and 
the need to protect ecological and environ¬ 
mental assets. This led to the introduction 
of legislation pertaining to air and water 
pollution problems created by industry. 
However, a new type of environmental 
hazard, which was peculiar to the petro¬ 
chemical and chemical industry, remained 
unrecognised. 

These related to fire, explosion and toxic 
gas release hazards which had a potential to 
harm not just the people within the factory, 
but mote importantly the environment. 
Moreover, unlike air and water pollution, 
where the harmful effects were evident only 
over a period after continued exposure, in 
the case of fires, explosions and toxic 
releases, the impact on the surroundings 
could be immediate, triggering a catastrophe 
in an environment totaily unprepared for iv 

The potential for industrial activities to 
cause serious injury or damage beyond the 
immediate vicinity or workplace was recog¬ 
nised as a vital issue first in 1974 after the 
accident at Flixbotough, UK. In the Flix- 
borough disaster a violent explosion in a 
chemical plant killed 28 and injured 89 
persons in and around the plant. Then in 
1976 a chemical plant at Seveso, Italy caused 
widespread devastation when a highly 
poisonous toxic gas was released into the 
environment due to a runaway reaction. 
These two incidents prompted the UK to set 
up a committee of experts—Advisory Com¬ 
mittee on Major Hazards (ACMH)—to 
study the problem and make recommenda¬ 
tions. Subsequently, the governments in the 
European Community (EC) felt the need for 
a uniform set «| |e|idations which led to the 
preparation Directive on Major 

Accident Seveso Directive as 


it came to be known, culminated in the Con¬ 
trol of industrial Major Accident Hazards 
(CIMAH) Rcgulatioas. 

In February 1984, fires originating from 
a leaking gasoline pipeline in Brazil killed 
nearly 500 people. Then in November, fires 
and explosion in a LPG distribution plant 
at Mexico led to the death of SOO persons 
living in the vicinity. Nearly 7,000 were 
injured and it was one of the worst LPG 
explosions ever recorded. In December, the 
MIC gas leak at Bhopal killed nearly 2500 
and left over a lakh of people incapacitated 
for life. 

One inevitable outcome of these cata¬ 
strophic incidents has been the explicit 
recognition of the new threat posed by major 
industrial hazards. The term 'megahazards’ 
is being used by to describe any industrial 
activity using or producing dangerous sub¬ 
stances in such a form and such a quantity 
that it has the potential for causing exten¬ 
sive damage, and killing and injuring 
persons within the plant or the environment. 
The term is also intended to cover the 
environmental risks created by storage, 
handling and transportation of hazardous 
substances. (However, the nuclear industry 
is being kept out of the purview of this 
definition.) The emergence of megahazards 
in the oil, petrochemical and chemical 
industry ip the post-World War 11 period in 
the west and in the last two decades in our 
country, can be traced to certain charac¬ 
teristic features inherent in the nature of such 
industrial processes. 

Dangerous substances 

Today’s industries handle a wide variety 
of chemicals that are aiplosive, flammable, 
toxic, corrosive or radioactive. Nearly a few 
million chemicals have been synthesised all 
over the world, out of which about 60,000 
are commonly used. Many of them arc 
potentially hazardous. According to an ILO 
report, among the 60,000 chemicals in com¬ 
mon use, safe exposure limits have been 
adopted fur only a fraction of the agents 
known to be toxic for the workers and 
dangerous for persons living around the 
piant. In many cases, the industry is not even 
fully aware of the dangerous properties of 
intermediate products. Thus, release of any 
such chemical due to an accident or a 
runaway reaction can lead to a helpless situa¬ 
tion. Seveso and Bhopal are grim reminders 
of such occurrences. 

The use of hazardous chemicals is an 
integral part of many chemical processing 
industries and one cannot wish away their 
existence. But it becomes a matter of con¬ 
cern when the scale of operations becomes 
larger. Large-sized plants are necessary to 
make operations vi^le so that economies 


of scale can be enjoyed. At the same time^ 
large-sized plants involve larger inventories 
of hazardous chemicals and intermediates 
which need to be handled, processed and 
stored at one place. Thus, the risks increase 
manifold. 

In fact, the emergence of megahazards 
can be directly linked to the quantum leap 
in the handling of hazardous materials in the 
oil and the chemical industry. For instance, 
unlike the old fertiliser plants, the new units 
produce one to two thousand tonnes of 
material every day. While in 1960, a plant 
with a capacity of 1,00,000 tOns/year of 
ammonia was considered Impossible to han¬ 
dle, today a plant with an output of 5,00,000 
tous/year of ammonia is considered average 
l ikewise, take the case of the refineries and 
petrochemical complexes which produce a 
variety of products and bye-products total¬ 
ling one hundred to one thousand tonnes 
every day. There will, thus, be a move 
towards jumbo-sized plants for large-scale 
economics of production. The implications 
of handling large quantities will thus be 
obvious; in case of a fire, explosion or toxic 
iciease the consequences will be propor¬ 
tionately more difficult to handle. 

CONCENTRAIION OF iNOUSt'KIES 

One of the typical ch<aructcristics of the 
chemical industry is the forward and back¬ 
ward linkages of diflercnt types of industrial 
processes and activities. This has led to the 
emergence, and concentration at one place, 
of various types of industries which are 
interrelated and dependent on each other. 
For instance, refineries, fertiliser units, 
petrochemical complexes, chloral kalies 
plants, synthetic fibre industries and power 
plants, to name a few, depend on each other 
for raw materials, bye-products, feedstock, 
etc. Since these have to be produwd and con¬ 
sumed by each of these units in large quan¬ 
tities, they arc built in proximity to one 
another. Ibis ensures timely availability, and 
lower costs of transportation. However, what 
it creates is a dangerous concentration of 
large plants making extensive use of flam- 
mable/toxic materials. In due course, this 
further leads to a proliferation of small and 
medium scale ancillary units, which are 
necessary to service the needs of the giants. 
Hence the advent of oil, and its accom¬ 
panying super-structure of chemical process 
technologies has led to the creation of 
megahazard pockets in various parts of the 
country. Bombay, Baroda and Madras are 
classic examples representing this new 
phenomenon. 

AFTER Bhopal 

It was only after Bhopal that the ’hazar¬ 
dous vs non-hazatdous’ classification came 
to be recognised as one meriting serious 
thought. Bhopal, and the subsequent 
Shtiram gas leak at Delhi prompted various 
state governments to set up environmental 
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safety committees to assess the status of 
hazardous industries which also include 
high-polluting industries. Though the 
chemical industry has been around for 
nearly two decades, it is only now that con¬ 
certed action has been initiated with respect 
to assessing hazards from the environmental 
angle. While a comprehensive nation-wide 
mapping of hazardous industries i$ yet to 
be completed, preliminary surveys done 
by various committees make disturbing 
reading. A cursory look at the scenario in 
Maharashtra and Cujarat will provide 
enough evidence to realise the gravity of the 
problem, as these two states account for 
nearly 60 to 70 per cent of the total value 
of output in the chemical industry. 

In Maharashtra, the Environmental Safety 
Committee (popularly known as the Gatg 
Committee) identified the existence of 
hazardous industries in Bombay, Thatic- 
Belapur, Kalyan, Raigad, Tarapur, Pune, 
Aurangabad and Nagpur, Bombay, for 
instance, has one of the most dangerous con¬ 
gregation of fire, explosion and toxic hazards 
in the country. The city has two giant 
refinery installations, a huge fertiliser com¬ 
plex, a ihctnial power plant and a chain of 
chemical industries an^ pesticide units in 
and around its periphery. As an U/> expert 
grimly warned “Bhopal had Union Carbide, 
whereas Bombay has ovci 50 toxic industries 
and a population 10 limes larger than 
Bhopal" 

The Task force set up to ‘oversee safety 
measures in industries in Gujarat dealing 
with hazatdous and toxic materials’ has also 
come up with startling findings. After 
Maharashtra, Gujarat had the largest cluster 
of chemical industries. The Thslc Force 
identified a concentration of hazardous 
industries in Baroda, Ankleshwar, Vapi, 
Valsad, Ahmedabad and Surat. It also drew 
up a list of 12 high disaster-potential 
industries which had populations residing 
within an area of two kilometres. Most 
of these industries were handling' highly 
dangerous chemicals in reasonably large 
quantities. Four of these high-disastcr- 
potcntial units were in and around Baroda. 

One of the important findings which is 
a matter of serious concern is the low 
priority assigned to safety management. 
While a few of the bigger units surveyed had 
a general safety organisation, none was 
geared to handle a disaster affecting the en¬ 
vironment outside. Similar task forces have 
identified hazardous industries in other 
states also. These include Thmil Nadu, West 
Bengal, Karnataka, Rajasthan, Madhya 
Pradesh and Delhi, according to press 
reports. 

New European Regulations 

The recently introduced Environment Pro¬ 
tection Act (1986) may be construed as an 
attempt towards coming to grips with the 
vexed isigieof environmental safety. Though 
the initiative taken by the government needs 


to be commended, ii is pertinent to note that 
the identification, assessment and control oi 
megahazards requires a more scientific ap¬ 
proach. After Flixborough and Seveso, the 
European Economic Community (EEQ had 
adopted a welt-coordinated and systematic 
approach to tackle the problem in Europe 
which is worth emulating. The UK has, for 
instance, introduced the CIMAH Regula¬ 
tions effective from January 1985. This is 
to be adopted by all the members of the 
EEC. One of the salient features of the new 
regulations is the positive role played by the 
chemical indust^ which was closely involved 
with the government in formulating the new 
regulations. The regulations are based on the 
philosophy that “the responsibility for con¬ 
trolling the risk lies with those who create it” 
The Health and .Safety Executive (HSE), 
UK which is the statutory authority respon¬ 
sible for implementing the leguJations states: 
“The industrial activities covered by the 
regulations arc defined in terms of processes 
and storage involving specified dangerous 
substances. This has the effect of embrac¬ 
ing most of the chemical and petrochemical 
industries using substances which have 
dangerous flammable, explosive or toxic pro¬ 
perties. The requirements of the regulations 
can be considered as being at two levels. The 
general or low level requirements apply 
widely and require that the person in con¬ 
trol of an industrial activity takes the 
nece.ssary precautions to prevent major 
accidents, to report those that do arise and 
to take steps to limit their consequences. The 
specific or upper level requirements apply 
only to potentially more hazardous activities 
using dangerous substances. The specific 
requirements arc stringent and require the 
person in control of a relevant activity to 
carry out a safety assessment of the site and 
to submit a report to HSE. They also require 
the preparation of on-site and off-site 
emergency plans and the provision of infor¬ 
mation to members of the public who may 
be affected by a major accident” 

For the specific requirements there are two 
lists of dangerous substances covering nearly 
178 substances for which threshold quantity 
limits for process activity and storage 
have been laid down. For the general 
requirements, there is a wider definition of 
dangerous substances. Duties have also 
been placed on the local authorities and 
emergency services, besides the manufac¬ 
turers. L^ai authorities will be involved 
in the preparation especially of off-site 
emergency plans. These plans will have to be 
drawn up in coiisultation with the manufac¬ 
turers, HSE and other bodies like fire; police 
and(' ambulance services, hospitals, etc. 
Under Regulation 15, local authorities have 
been empowered to recover from the manu- 
faefurets reasonable costs for maintaining 
off-site emergency plans. Moreover, such 
plans need to be dovetailed with the on-site 
plant of the manufacturers. 


A noteworthy provision in the CiMAH 
regulations is the one relating to ‘disciosun 
of information’. Manufacturers involved in 
an hazardous industrial activity must pro¬ 
vide information covering the following 
points: 

(a) Statement that the industrial activity is 
subject to the CIMAH regulations and 
has been notified to HSE; 

(b) the nature of the major accident hazards, 
eg, fire explosion or toxic release; and 

(c) the safety measures and the correct 
behaviour to adopt in the event of a 
major accident. 

This information will primarily have to be 
supplied by the manufacturers to the local 
authority who in turn will be responsible for 
disseminating the information to the public 

In India, The Environment (Protection) 
Act, 1986 notwithstanding, we are yet to ap¬ 
proach megahazards in a professional 
manner. In a way, the act is too wide in its 
coverage, and more important matters of 
detail have been left to be ’prescribed’ 
without any obligation on the government 
to prescribe standards within a stipulated 
time-frame. While certain environmentalists 
wonder whether the act should be renamed 
as ’Industrial Pollution and Hazards Act', 
because of the absence of any provision 
relating to forests; safety experts are scep¬ 
tical whether the act is suitably designed to 
handle major industrial hazards. In spite of 
drastic penal provisions for polluters, the 
Achilles heel of the act will be weak enforce¬ 
ment due to the absence of a competent, 
independent and strong authority. 

As a first step, it may, therefore, be ad¬ 
visable to introduce a framework Where 
installations handling hazardous substances 
with a potent!^ of posing an environmen¬ 
tal threat can be identified and notified for 
assessing hazards and devising controls. 
Much will, however, depend on the stance 
adopted by the chemical industry. In a coun¬ 
try like India, characterised by an over¬ 
burdened and often inadequate regulatory 
agencies, the underlying philosophy of the 
CIMAH regulations—ithat the responsibility 
for controlling and minimising the risks 
should be with those who create the risks’-— 
should become a kind of a creed for the 
chemical industry. 


When corresponding with the 
C irculation Department, subscri¬ 
bers arc requested to mention their 
subscription numbers. 
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Karachi Riots of December 1986 

Crisis of State and Civil Society in Pakistan 

Akmal Hussain 


THE violence that erupted in Kuiaeiu during 
December 1986, both in scale and sheer 
brutality, was unprecedented since the par¬ 
tition of the sub-continent in 1947. What 
we saw were bands ol men arnted with 
kaiashnikovs charging into the homes of 
communities they had lived with for a 
generation—killing men, women and 
children without mercy, burning and looting, 
until entire hou.sing localities were left in 
charred ruins, fhere were counter-attacks 
against the homes of the invaders, and the 
battles engulfed the streets of Karachi. For 
two days there was random killing on the 
roads by armed inaiauders on fast motor 
bikes and cats, machine gunning innocent 
bystandcis. Subsequently, a cut few was 
declared and the army moved in, but even 
then there were scattered scenes of violence, 
and open violation of the curlew for a week 
afterward. 

The events of December 1986 have been 
labelled ethnic riots between the Pathan 
community and the Muhajirs (the immigrants 
from India at the time of paitition in 1947 
and later the Bihuris fiom Bangladesh in 
1971). Yet, in the case even of Karachi, what 
appears as ‘ethnic violence’ is symptomatic 
of a deeper malaise in the lelatioiiship bet- 
wt'cn the state and civil siviciy. What vve saw 
in Karachi, highlighted the trajectory of the 
cri.sis of the state. 

BijOODSHttj IN Karac hi; Dit i-.MBf-R 12 
to 17, 1986 

The immediate spark that lit the fires of 
December 1986 in Karachi was the now 
famous Sohrab Goth operation.' Sohrab 
Goth is the name of a locality on the out¬ 
skirts of Karachi where the drug market is 
concentrated. Lumpen elements associated 
with the storage of heroin, its Uxal distribu¬ 
tion and transfci abroad for export are resi¬ 
dent here. This locality is equipped with 
tunnels in which drugs and weapons arc 
stored. These lumpen elements are mostly 
Pathans from the NWFP and some Afghan 
migrants. The legal status of the residents 
in Sohrab Goth is that of squatters, for most 
of the land which they occupy has been sold 
to big real estate dealers of Karachi. The 
authorities decided to launch operation 
clean up at Sohrab Goth, and on Dweraber 
12 the area was surrounded by army trucks. 
Then security forces moved in, biilldodng 
the homes of the lesidents, and arranged for 
them to move out to a new locality. By the 
evening the authorities recovered only a 
token amount of drugs and guns—ISO kgs 
of heroin, S pistols and 2 rifles. (The drug 
operators had apparently been tipped off 
about this operation in time for them to 


remove their stocks to safer storage points.) 

Meanwhile, in another operation in 
Orangi township on Thursday night just 
before the Sohrab Goth operation, the police 
raided the homes of Muhajirs to seize 
home-made bombs and explosive material. 
Whatever the reason for this action, it 
effectively weakened the ability of the 
Muhajirs to defend their homes in the subse¬ 
quent attacks by the Pathan community.' 

The drugs Mafia instituted an organised 
campaign to mobilise the Pathan community 
along ethnic lines soon after the Sohrab 
Goth operation. Hand bills weie distributed 
claiming that the attack on the homes of 
Pathans in Sohrab Goth was launched at the 
behest of the Muhajirs, and that this was 
part of a conspiracy to evict Pathans from 
Karachi. 

barly on December 13 there were .scattered 
incidents of rioting, and a number of roads 
were blocked by minibus operators (mostly 
Pathans) in protest at the Sohiah Goth 
operation. Then just after 10.(X) a m to a call 
from the Pirabad Masjid several hundred 
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Pathans armed with kaiashnikovs chained 
down the hills overlooking the Muhajir 
residential areas of Qasba, Aligarh and 
Sector I-D. The call to attack waS couched 
in highly emotive language provoking the 
pride and dignity of Pathan manhood. 
Under the cover of a hail of machine gun 
fire the invaders using kerosene tanks set the 
hou.ses of Qasba and Sector 1-D aBre. The 
invaders were careful to leave non-Pathan 
homes untouched. 

The police and army failed to intervene 
for 5 hours during which the carnage con¬ 
tinued unabated. By 4.30 pm hundreds of 
homes were burnt to the ground, and the 
death toll was 40 according to official 
estimates but hundreds according to un¬ 
official ones. 

In the days that followed, the violence 
spread all over Karachi. The homes of 
Biharis in Orangi came undei attack by 
Pathans. In retaliation non-Pathan mobs 
went on the rampage killing and burning 
people and property on the streets of 
Karachi. The killing by frenzied mobs of 
Pathans and Muhajirs continued until 
December 17. 1986. 

Major Faciors Unofrisinc; Eiiinic 
V lOLtNCt' 

In Pakistan what we observed was not 
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only the ethnic violence between Paihans 
and Muhajirs during December 1986, but 
also the conflict between the Shia and Sunni 
sects in Lahore during August 1986 and the 
tension between Sindhi nationalists and 
Punjabis since the aborted movement of 
1983. it can be argued that these are mani¬ 
festations at the level of civil society of the 
underlying crisis of the state in Pakistan. 
Before we characterise the crisis in the next 
section, let us briefly list the more immediate 
factors underlying the Karachi violence: 

(i) Since 1977 with the steady inflow into 
Pakistan of Afghan refugees and use of 
Pakistan by the US as a conduit for 
arms for the Afghan war. two trends 
have emerged which have had a direct 
impact on the Karachi situation: (a) A 
large proportion of weapons meant for 
the Afghan guerillas have filtered into 
the illegal arms market. (This has 
pushed down, foi example, the price of 
a kalashnikov from Ks 40,OCX) in the 
t970s to Rs 10,000 today), (b) The rapid 
growth of the heroin trade. Powerful 
mafia type syndicates have emerged 
which operate the production, domestic 
transportation and export of heroin. 
The.se syndicates have pulled into their 
orbit some senior government officials, 
and a number of officers of the armed 
forces. At the same time many Afghan 
refugees who now have a significant 
share of inter-city private overland cargo 
services have also been integrated into 
the drug syndicates. 

The large illegal arms market and the 
burgeoning heroin trade have injected 
both weapons and syndicate organisa¬ 
tions into the already tense social life of 
Karachi city. It is now a city with a 
polarised community and one in which 
the opposing social fractions have a high 
level of firepower. The mafia syndicates 
when threatened by the Sobrab Goth af¬ 
fair retaliated by mobilising the Pathan 
community on the basis of primordial 
emotions. If the purpose was to show 
the power of the mafia bosses by 
paralysing Karachi, it was achieved. 

(ii) The question that arises is, in the 
immediate context of Karachi, why were 
the Pathan and Muhajir communities 
vulnerable to being emotionally mani¬ 
pulated into ethnic conflict? One of the 
most important proximate factors is the 
nature of the transport problem in 
Karachi. 

Most of the private minibuses link¬ 
ing the various districts of Karachi arc 
owned and curated by Pathans. The big 
owners who buy fleets of minibuses then 
lease them out at high rates to individual 
drivers who are the poorer members of 
the Pathan community. The driver pays 
the lease in instalments and It under 
heavy pressure to make money quickly. 
Consequently, he loads the minibus to 


the point of acute discomfort of the 
passengers and drives at break-ncck 
speed to reach the next bus stop before 
his competitors to pick up passengers. 
This results in frequent accidents. 
The manslaughter on the roads com¬ 
bined with the humiliation suffered by 
passengers has cau.sed acute resentment 
amongst the public. This has reached a 
stage whereby there is usually a spon¬ 
taneous riot following an accident on a 
busy road. The Pathan driver is often 
killed by the mob and the minibus set 
on fire. Such incidents, combined with 
demands by the .Muhajir Qaumi Mahar 
from the government to take stern 
measures against transporters, fuelled 
the Pathan-Muhajir tension. 

(iii)With the staggering growth o( the 
Karachi population the basic public 
serviccs such as water, housing and 
tran.spori aic in a state of virtual col¬ 
lapse. Scarce public services in a situa¬ 
tion of a higlily uiicqviai distribution of 
income has resulted in the elite acquir¬ 
ing a disproportionate sliaic of these 
services through bribery, thereby making 
the shortage foi the poorer population 
worse still. For example, while in some 
parts of Kaiachi there is an acute shor¬ 
tage of drinking water, KMC tankers are 
‘purchased’ by the elite for watering 
their front lawns. Cun.sequcnily, much 
of the lower middle classes and im¬ 
poverished sections of the population 
live on a ra/oi edge state of anxiety and 
a sense of outrage at the breakdown of 
law and public services. For mo.st 
citizens, the emotional trigger is easily 
pulled. Thus, even relatively minor 
incidents can spark off a riot: a traffic 
accident, a murder, or a kidnapping. 
Social existence, having been deprived 
of the institutions through which pro¬ 
blems are resolved in an orderly way, has 
been brutalLsed and brought close to a 
slate of anaichy. 

Crisis oi- Siait Pow'fr in Pakistan 

The crisis of the slate in Pakistan originates 
in a state structure inherited from the col¬ 
onial period in which the military bureau¬ 
cratic oligarchy is overdeveloped relative to 
the institutions of civil society. For'mosl of 
the years since independence the army and 
bureaucracy have effectively ruled cither 
directly during periods of military govern¬ 
ment or indirectly behind a civilian facade 
as today. Protracted military rule has pro¬ 
gressively weakened the political and social 
institutions through which the people 
experience themselves as a political com- 

S 'ty and through which problems arc 
ssed and resolved politically.^ At the 
same time, an inequitable and dependent 
economic growth process has enriched a few 
at the expense of the many- Economic 
disparities between regions and social groups 


have accentuated while public services such 
as health, education and social welfare ser¬ 
vices which could cushion the worst aspects 
of inequity have been undermined.* Finally 
and perhaps most important, with the daily 
bombings in the NWFP. resulting from 
America’s Afghan war, and the collapse of 
state authority in large parts of Sind, the 
confidence in the ba.sic function of the state- 
has been undermined: Namely, the function 
of providing security of life to the citizens.’ 
The implicit social contract that undcrlic-s 
the observance of the law of the state has 
been seriously eroded in large parts of 
NWFP, rural areas of Sind and some parts 
of Karachi. In these circumstances, it is not 
surprising that an increasing number of 
people are seeking alternative support 
mechanisms in their communities to seek 
redress against injustice and to achieve 
security against a physical threat to their per¬ 
sons and families. 1 he proximate identity or 
group membership through which the 
individual .seeks such security can be an 
ethnic, sub-religious, sub-nationalist or 
biradcri (kinship) group. Thu.s, the crisis of 
stale power has engendered a crisis in civil 
society in which the polity is polarised along 
various vertical lines. Each group whether 
ethnic, sub-rcligious, sub-nationalist or 
biradcri ha.s an intense emotional charge 
routed in primordial loyalties and a high 
degree of firepower derived from the con¬ 
temporary arms markets. 

Notes 

1 Fur a detailed de.scription, see ‘Karachi: 
Apocalypse Now?’ Herald, Annual Number, 
January 1987. I^kistan Hetald Publications, 
Karachi. 

2 See the daily Uawn from December 1.3 to 18, 
1986. 

3 For a detailed analysis of the crisis of slate 
power in Pakistan see Akmal Hussain: 
‘Origins and Nature of the t Tisi<- of the Stale’, 
chapter in Asghar Khan (ed), "Islam, Politics 
and ihe Stale", Zed Press, London 1985. 

4 For a detailed piesentaiion of data on these 
issues sec my iwper: Akmal Hussain, ‘Behind 
the Veil of Growth: The State of the Pakistan 
F.conomy’, January 1987 (niimeo). 

5 For evidence on ihe Sind situation sec: ‘Smd: 
the Untold Story*, Herald, Novcmbci 1986, 
Pakistan Herald Publications, Karachi. 


CorriH'lion 

The name of the author ol "Industrial 
Sickness: Some Critical Issues” (February 
28) was inadvertently left out in piinting. 
The piece was by Cherian Samuel. In the 
same article, on p 361, column 2, last 
paragraph, the size of the sample was 
mentioned as (5. It should read 115. 

The errors are legrctted. 

Ed, 
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Contradictions of African Development 

Rajcn Honhe 

Contradictions of Accumulation in Africa: Studies in Economy and State edited by Henry Bernstein and Bonnie 
K Campbell; Sage Publications, Beverly Hills, London, New Delhi, 1985. 


MARXIST method of analysing develop¬ 
ments in the contemporary third world 
societies has contributed substantially 
towards the understanding of social realities 
in the third world. Such a contribution is 
particularly conspicuous in the areas such 
as process of class formation, mode of pro¬ 
duction, nature of state and subtle changes 
in the network as well as mechanisms of im¬ 
perialism. Developments in marxist and neo- 
marxist scholarship on Africa are certainly 
no exception to this rule! In fact, the rela¬ 
tionship between marxist scholarship and 
Africa has been mutually enriching. On the 
one hand, with their tools and categories of 
analysis the marxist scholars have offered 
valuable insights to understand African 
social realities and on the other hand 
African social realities have prompted many 
a creative marxists to sharpen existing tools 
and categories of analysis or innovate new 
ones within the framework of marxist tradi¬ 
tion. The growing credibility of the marxist 
method of analysis can be explained with 
reference to its two dUtinct traits. First, as 
a method of analysis it has risen above the 
narrow theoretical and conceptual concerns 
of individual social science disciplines which 
tend to capture fragmented glimpses of 
social realities. As a result, theoretical and 
conceptual concerns of different disciplines 
are often interwoven in sophisticated marx¬ 
ist analysis due to an interdisciplinary 
character of marxist method. Second, marx¬ 
ist method and writings are essentially 
radical. For, they invariably express dis¬ 
satisfaction with the status quo, almost in 
every sense, and suggest or perceive the ways 
of moulding the status quo towards more 
progressive social order. Indeed, the collec¬ 
tion of articles, edited in the prc.sent volume 
under review, singularly demonstrates an 
urge to contribute to the ‘radical realm’ of 
scholarly writings on Africa. All the essays 
have attempted to survey the emerging con¬ 
tradictions in the procc.ss of. accumulation 
and their impact on the economy and state 
of different African states. 

Apparently, the central focus of this col¬ 
lection seems to be precise. However, thanks 
to the innumerable complexities and diver¬ 
sities of the African continent, handling a 
precise theme itself would be an uphill task. 
Any generalisation about the continent com¬ 
prising over fifty states would appear harshly 
oversimplistic. Also, any researcher has to 
encounter hazardous obstacles springing 
essentially from the dearth of authenticate 
facts and primary source material. In the 
light of these limitations intensive study 
of only a few select states, representing 


diverse models, is feasible and the present 
volume has done the same. All the articles, 
except Judy Kimble’s article on Basutoland 
(1890-1930), primarily concentrate on the 
developi.ient$ in independent African 
states.' The choice of states—Nigerii., 
Kenya, Tanzania, Ivory Coast, Guinea and 
Mali—displays a wide diversity in terms of 
their geographic location, colonial past, as 
also the path of development that they em¬ 
braced to achieve their objectives. 

The central theme of the book has been 
effectively related to some of the important 
theoretic^ concerns of the contemporary 
radical writings. For example, the issues like 
indigenous class formation, capitalist ac¬ 
cumulation and the nature of post-colonial 
states have been debated within the context 
of dependency theory. Furthetmore, the 
so-called socialist experiments in indepen¬ 
dent Africa have generated a number of 
theories regarding the role of ‘bureaucratic 
bourgeoisie’. The process of capital ac¬ 
cumulation and nature of contradictions 
in ‘socialist states’ have been explained 
by analysing the role of bureaucratic 
bourgeoisie. Fresh empirical evidence, in 
some of the articles, has added new dimen¬ 
sions to the already complex theme of the 
book. It has also thrown up concrete possibi¬ 
lities of reforming as well as sharpening the 
existing theoretical tools of analysis. In a 
word, rigorous debate within broadly 
defined parameters of existing radical 
writings has certainly made this collective 
exercise theoretically fascinating. 

Paradoxically, within defined and to a 
certain extent, uniform parameters of debate 
a measure of diversity has flourished on two 
counts. First, the use of marxist method and 
shared or convergent vocabulary—social 
class, class struggle, class consciousness, 
state, ideology, language of imperialism- 
do not necessarily imply any unanimity of 
views among the authors over meaning and 
content of such terms in the African con¬ 
text.^ Second, as a corollary, there is also a 
diversity in perceptions of realities which the 
different contributors have recorded without 
any hesitation. Diversity on this scale offers 
an evidence of the fact that even the marxist 
tradition of scholarship, in the context of 
Africa, has been steadily blooming into a 
universe in itself. In this emerging universe, 
the present set of articles have expressed a 
measure of dissatisfaction with the recent 
and current debates on African problems 
and the terms in which such debates are con¬ 
ducted. The range of issues raised and 
analysed are wide and complex covering pre- 
colonial as well as post colonial periods of 
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history. What is more, while responding to 
the central theme of the volume all the 
articles are virtually soaked within the 
existing body of literature and debate 
relating to their own states. 

Considering the vast scope of this volume 
it may be worthwhile to review some articles 
written on the post-colonial period which 
have thematic similarities and common 
theoretical concerns. After presenting the 
essence of arguments and debates from some 
of the.se articles this review will venture to 
offer a critical appraisal of the volume as 
a whole. 

NFO COLONIAI ISM and SlATE IN NIGERIA 

Bjorn Beckman’s article on ‘Nco-eolo- 
nialism. Capitalism and the State of Nigeria’ 
has analysed the current crisis of Nigerian 
state broadly within the parameters of 
dependency theory. Notions such as ‘develop¬ 
ment of underdevelopment’ or ‘dependency’ 
were initially associated with Andre Gunder 
Frank, Raul Prebish and other scholars who 
worked on Latin America. Radical liberals 
as well as marxists used the ‘dependency’ 
framework to explain the nature of unequal 
relations between developed and developing 
countries in the context of different stages 
of capitalism. The dependency perspective 
was applied by Samir Amin, Walter Rodney 
and Dan Nabudere to the context of 
Africa.’ With the ongoing debate within 
the ‘paradigm of dependency perspective’ 
two central characteristics of dependency 
writings have become starkly visible. First, 
this so-called vocabulary of ‘development of 
underdevelopment’ has gathered credibility 
and status to a point where developments in 
contemporary third world at large have often 
been viewed in this ‘popular’ perspective. 
Second, the dependency school has often 
highlighted the impossibility of social and 
economic development of the third world 
countries eclipsed by capitalist relations of 
production. As a result anti (capitalist) 
imperialism has acquired a major thrust in 
the writings of dependency school. To a cer¬ 
tain extent this too is a ‘popular stereotype 
posture’. 

Bjorn Beckman, apart from interpreting 
current nature of crisis in Nigeria, is also 
keen on reforming the dependency perspec¬ 
tive in the light of Nigerian realities. While 
operating within the ‘dependency paradigm’ 
the author has spelled out broad areas of 
agreements between marxists and non- 
marxists regarding the neo-colonial ordo- in 
the context of Nigeria. Accordingly, neo- 
colonial dependence exhibits some basic 
tndts which can be summerisedin a follow- 
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ing manner. 

(1) Extreme dependence on export earn¬ 
ings from smaU number of primary com¬ 
modities. In Nigeria the peasant export crops 
were replaced by petroleum leaving Nigerian 
economy exposed to fluctuations in the 
world economy and dependent on a small 
group of transnationals which dominate the 
international oil business irrespective of the 
degree of nationalisation of their local 
subsidiaries, 

(2) Foreign companies dominate advanced 
sectors of economy. In Nigeria a number of 
former colonial trading companies have 
transformed themselves into commercial and 
industrial conglomerates and acquired the 
dominant position within the economy. 

(3) Irrespective of ownership and degrees 
ot direct and indirect involvement by foreign 
capital production in the advanced sectors 
is lotaliy dependent on the importation ot 
goods and services. 

(4) The extroverted nature of the economy 
is also demonstrated in the manner in which 
external solutions are sought to problems of 
agricultural production. In Nigeria, food 
scarcity has been met by sharp increase in 
food imports. Also, agricultural strategies 
are either based on importation of fertilisers 
or on capital intensive irrigation schemes. 

(5) The lluctuations of oil earnings and 
the way in which they are tied to import 
intensive development programmes and new 
consumption patterns combine to push 
Nigeria rapidly into a dependence on inter¬ 
national banks. This is undercutting the 
degree of leverage provided initially by 
oil. Future oil earnings arc increasingly 
mortgaged. 

(6) The various aspects of dependency 
combine to distort the development of pro¬ 
ductive forces and, in particular, obstruct an 
effective mobilisation and utilisation of 
domestic resources. Surplus is siphoned off 
by foreign companies as profits, fees and 
other payments. 

(7) Domestically, it is the alliance betwedn 
(he dominant foreign interests and col¬ 
laborating elements in public and private 
sectors—partners, agents and other depen¬ 
dents—which secures the reproduction of 
local political conditions necessary for the 
maintenance of this neo-cotoniai order. 
(P 74). 

Accepting these areas of agreements 
among the scholars, the author has turned 
his attention to pinpoint the limitations of 
dependency perspectives in the Nigerian con¬ 
text. According to the author such perspec¬ 
tives, by and large, tended to reduce con¬ 
tradictions in neo-colonial society to the 
national dimension without p^ng much at¬ 
tention to the dynamics of class formation. 
As a result, people and nation were pitted 
against imperiali^ and its domestic lackeys. 
The class amilysis, in such perspectives, con¬ 
centrated oh fractional divisions within the 
bourgeoisie rather than on contradictions 


between capital and labour, including pea¬ 
sant labour, within dependent neo-colonial 
production (p 76). As a result, the dependency 
analysts have often characterised the Nigerian 
state, as an instrument of international 
bourgeoisie functioning on the basis of com- 
prador/coilaborative elements within the 
dependent economy. The use of the term 
‘comprador* to spell out the character of the 
ruling classes underlined the weaknesses or 
even non-existence of national bourgeoisie. 
Evidently, the earlier formulations by- 
dependency theorists had escaped the com¬ 
plexities which characterise Nigerian poli¬ 
tical economy. Partly because the earlier 
writings within the dependency paradigm 
opted to apply simple dependency model as 
it emerged in the context of Latin America. 
The simple dependency model, in its exces¬ 
sive zeal to emphasise the role of external 
forces had almost ruled out the possibilities 
of indigenous class formation. 

Beckman has attempted to surmount 
these inadequacies in dependency perspec¬ 
tives by investigating the political economy 
of Nigeria since independence. His historical 
analysis has been divided into two phases, 
i e, Nigeria before civil war (1966-70) and 
after the rise of the oil state. The relation¬ 
ship between dependency and class forma¬ 
tion has been explored and established. 
Beckman has argued that Nigerian state has 
been consistently promoting capitalist 
development in close collaboration with 
foreign capital (sute or private) as well as 
growing class of Nigerian capitalists. 


The second question which Beckman has 
examined in depth deals with the class 
character of the Nigerian state. IVvo expla¬ 
natory models—(I) state as an organ of 
international capital and (2) state as an 
organ of domestic bourgeoisie—have been 
critically examined. According to the author, 
the generality of the first explanatory model 
does not allow a closer look at concrete and 
specific economic and political forms of im¬ 
perialist domination and how such forms 
link up with class struggle. After all, im¬ 
perialism through international capital 
asserts its supremacy by incorporating, co¬ 
opting or taming local forces. The organisa¬ 
tion and the strength of local forces get 
undermined in the first model while the 
second model somewhat symbolises ‘tail 
wagging the dog’. After giving due weightage 
to the merits of both the models the author 
has rejected them. He has argued that the 
state in Nigeria is the organ of capital in 
general. According to him, the primary role 
of the Nigerian state is to establish, main¬ 
tain, protect and expand the conditions of 
capitalist accumulation without which 
neither foreign nor Nigerian capital can pro¬ 
sper (p 101). 

Untangling the Kenyan Debate 

Gavin Kitching’s article on ‘Politics. 
Method and Evidence in the Kenyan Debated 
is an excellent survey article that attempts 
to throw light on the nature of Kenyan state 
and the evolution of Kenyan political 
economy. Several aspects of the Kenyan 
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poiiiical economy »uch as the gradual tran¬ 
sition from feudalism to capitalism, the im¬ 
pact of neo-colonialism and the process of 
class formation have arrested the attention 
of a wide number of radical scholars.'’ So 
much has been written in this area that the 
entire debau: over Kenya has become messy. 
Therefore, it is rather tedious to discern 
issues handled by different scholarly pers¬ 
pectives in clear terms. Also, most of the 
writers' political po.sition is implicit m their 
writings. According to Kitching all the con¬ 
tributors to the debate are uneasy and even 
confused about the political positions they 
occupy. Kitching has resurrected the entire 
structure of debate on Kenya in his analysis. 
Major contributions of .scholars like Colin 
leys, Michael Cowen, Langdon and Kalpinsky 
have been thoroughly discussed. It may not 
be possible, in this article, to do justice to 
the entire spectrum of views in the Kenyan 
debate. That is why, to give a general idea 
of the debate, we propose to deal with some 
of the major themes in Colin Leys’s writings 
and their criticism by Kitching and Cowen 
which prompted I eys to revise his original 
thesis. 

leys’s writings on Kenya have constituted 
an important centre around which the entire 
debate on Kenya has revolved. The first work 
of Leys. “Underdevelopment in Kenya: The 
Political Economy of Neo-colonialism" 
(1964-71)’ appeared in 1975. leys primarily 
concentrated on a short span of eight years 
of Kenya’s history. In his brief sketch of 
Kenyan history till 1964 leys had argued that 
a new phase in Kenyan history began with 
land alienation to Europeans. Vast areas of 
land in the hands of European settlers was 
accompanied by the monopolisation of 
marketed export and agricultural production 
by settler capital. Africans were reduced to 
subsistence producers and sources of cheap 
labour on farms and plantations owned by 
Europeans. This process was aided by the 
colonial state. With the Mau Mau rebellion 
during fifties this system came under 
challenge. To deradicalise the indeitendcnce 
movement, as a whole, successful counter¬ 
insurgency devices were adopted through 
land consolidation and resettlement schemes. 
In the process, the interests of outmoded set¬ 
tler capital were sacrificed to those of 
manufacture and finance capital, developed 
in Kenya after 1945, which, in the end, 
brought Kenya towards the gateway of 
neo-colonialism. Leys's account of neo¬ 
colonialism in Kenya fell into dejiendenuy 
stereotype. He gave substantial importance 
to the external causes and proces,se$ in shap¬ 
ing Kenya’s political economy and post- 
colonial state. Briefly, in his view, it was the 
impact of colonialism and neo-culonialism 
that led to the continual subjugation and 
exploitation of the vast majority of the 
Kenyan masses. 

Lias’s 1975 thesis which applied depen¬ 
dency permj^hn.to post-colonial Kmya has 
stirred a cmnwsjukile amount of criticism 


in Kenyan debate Within this ddtate the 
arguments of two important critics, namely 
Kitching and Michael Cowen. are worth con¬ 
sidering. Kitohing’s critical review of Leys’s 
1975 thesis, in the present volume has 
thrown interesting insights into Leys’s faulty 
technique of adopting maixist method and 
dependency perspective to the Kenyan con¬ 
text. While Cowen’s longer term historical 
work on Kenyan political economy, dating 
from pre-colonial tiroes to post-colonial 
state based on comprehcn.sive empirical 
material unveiled a number of new realities. 
A glance at the atguments of these two 
critics may certainlv rectify the tendencies, 
among radical scholars, to oversimplify the 
problems of economy and state in contem¬ 
porary third world states. 

Leys’s 1975 thesis came under sharp 
criticism because of his sketchy treaimcni of 
history as well as the choice of short 
historical span of eight years in his analysis. 
Kitching has criticised Ixtys’s 1975 thesis on 
four counts. First, leys did not consider pre¬ 
colonial trends in the African econonry and 
hence the question of relevance of these 
trends to post-colonial developments could 
not be even posed. Second, the treatment of 
the impact of settler presence on African 
agriculture was completely one-dimen.sional 
and the contradictory nature of this relation, 
particularly in the 1930s, was not explored. 
Third, the treatment of colonial state, 
similarly was onc-diniensional. Diffeieiu 
interests were constantly competing to get 
better returns from the colonial state. Sup¬ 
port of the colonial state to settler agri¬ 
culture and its contradictory impact on other 
groups had not been analysed. Also, the 
assumption that settler interests were 
homogeneous itself was problematic Finally, 
leys’s thesis was characterised by absence of 
any treatment of peasant agriculture in 
Kenya as a system of production. The 
significance of peasants in their active role 
as pnxiucers was not underlined. Factors like 
disaggregated social and material processes 
by which peasants produce and consume, 
their labour process off and on farms, their 
material relations of production which deter¬ 
mine what and how they produce hardly 
figured in Leys’s analysis. Leys viewed 
pea.sanis as passive objects rather than active 
agents in historical processes (pp 120-21). On 
the whole. Kitching’s critique has neatly 
spelled out some of the inadequacies and 
missing links in leys’s method of analysis. 

Michcal Cowen, like Kitching, has also 
enriched the Kenyan debate through a sus¬ 
tained and systematic research on East 
Africa over the past fifteen years.* His in- 
Ueplh work on Central Province of Kenya, 
which came out after Leys’s 1975 ih»i$, 
highlighted a deep rooted historical process 
of indigenous class formation andd capital 
accumulation among African people. This 
process of indigenous capital accumulation 
was .substantial and steadily growing since 
pre-colonial times. As a result, Cowen did 


not accept the characterisation of Kmyan 
bourgeoisie exclusively in relation to forrign 
capital. Consequently, in his view, the 
political base of the post-colonial state was 
also founded on the interests of Kenyan 
bourgeoisie. 

Cowen’s work almost shook two pillars of 
Leys’s thesis. First, leys’s assumption 
that African peasant agriculture before 
Swynnerton Plan^ had constantly witnessed 
marginalisation, impoverishment and subor¬ 
dination to settler capitalism was seriously 
in doubt. This a.<>sumption was largely based 
upon Zwanenberg and Brett’s earlier work 
on Kenya. Second, as a logical concomitant, 
leys’s undersunding that the commoditisa¬ 
tion of peasant agricultural output and the 
formal subordination of peasant producers 
to international forms of capital was a 
po$t-l950 phenomenon also could not hold 
ground. As these two pillars in leys’s thesis 
were shaken by longer term historical 
evidence, the whole argument concerning 
‘underdevelopment in Kenya’ was clouded 
with doubts. For, the central argument of 
leys was the external forces play such a 
significant role in African political economy 
that the>' are prime movers of all events. 
Even in the post-colonial state, in leys’s 
understanding, compradors and local politi¬ 
cians were acting a.s agents of multinational 
x'apital. 

In the light of growing criticism and 
evidence against his thesis. Leys chose to 
revise it (1978-79). leys’s central argument 
in his revised thesis was: A proper histori¬ 
cally-based political economy of Kenya and 
of Africa in general must result in a much 
less deterministic conception of historical 
process than does the dependency perspec¬ 
tive (p 21). He also reasserted the marxist 
assumption that “men” make their own 
history and that colonialism and imperialism 
would be conceived as constraining contexts 
within which men in Kenya have to struggle 
actively. 

Within the world of lively debate that has 
been going on over the process of capital 
accumulation, class formation and con¬ 
tradictions of accumulation it is difficult to 
characterise the state in contemporary 
Kenya. Kitching, in an exasperated tone, has 
asserted that the state in Kenya is in a mess 
because it is operating in a society and 
economy undergoing continual conflicts bet¬ 
ween nascent forms of national capital, dif¬ 
ferent fractions of transnational capital, and 
between different social .strata, ethnic and 
regional groupings within the indigenous 
people. Such complexity is certainly not 
reducible to a “last instance’’ hegemony of 
“national” or “transnational” capital 
because in the current historical moment the 
question of that hegemony is precisely one 
of the central issues which are at stake. Its 
reraiution in on the historical agenda. It is 
not yet resolved and may be resolved in 
historically unprecedented ways (p 132). 

Kitchlng'i chaoter in its final section, has 
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touched upon the crisis of radicalism in con¬ 
temporary Africa. He has stated candidly 
that due to reticence or silence, in Kenya 
debate, of contributors about their political 
positions “there is now a widespread loss of 
faith and belief that any alternative to 
capitalism in Africa is practically available”. 
He has also made some thought provoking 
observations on dependency theory which 
we propose to discuss at a later stage. 

Undressing “African Sckialism” 

Peter Gibbon and Michael Ncocosmos in 
their ntremely lengthy and, at times, 
abstruse article have discussed some pro¬ 
blems in the political economy of “African 
socialism” with special reference to Ihnzania. 
In spite of the talk of socialism in Africa 
no regime in Africa has succeeded in dis¬ 
engaging itself from the capitalist world 
economy and its financial institutions. 
Africanists, sometimes, characterise these 
so-called socialist states as 'capitalists' or 
‘capitalist dominated’. However, in these 
states there is absence of an indigenous 
ruling class of an obviously capitalist kind 
Class character of such slates is obviously 
difficult to spell out. So far, these have been 
three broad interpretations of their class 
character. The first one considered that the 
state, under African socialism, is an instru¬ 
ment of international finance capital and 
local comprador classes. The second one 
characterised state as instrument of bureau¬ 
cratic bourgeoi.sie which emerged in the post- 
coh :al state. The third interpretation tried 
to reconcile the first two interpretations and 
held that the state is dominated by both 
finance capital as well as bureaucratic 
bourgeoisie. While the finance capital con¬ 
stituted the ruling class, the bureaucratic 
bourgeoisie operating locally at state level 
functioned as the governing class of the 
former. And yet, all these interpretations left 
much to be desired. If states under African 
socialism reconciled socialist forms with 
capitalist content a more fundamental 
theoretical investigation concerning complex 
dynamics of capitalism became essential to 
place the nature of such states in perspec¬ 
tive Among the Africanists, Henry tonstein 
took a lead in exploring the nature of 
capitalism in post-colonial Africa. While 
searching in this area he had to discard a 
number of assumptions in earlier interpreta¬ 
tions about African socialist states. A brief 
summary of Bernstein’s contribution would 
provide the relevant link to understand the 
theory of petty commodity production as 
propound^ by the authors. In fact, the 
authors have also acknowledged the valuable 
contribution of Bernstein which came 
through in his 'Notes on Capital and Peasan¬ 
try’ (1977). 

Bernstein in his analysis of earlier writings 
had spotted four major interrelated and 
misguided assumptions which needed to be 
rejected because they hindered any worth¬ 


while materialist investigation. These as¬ 
sumptions were as follows. First, a major 
error in earlier works had been the presence 
of peasantist assumptions. Explicit in such 
assumptions was the notion that there is a 
distinct peasant mode of production with 
heterogeneous foims of peasant involve, 
ments in commodity economy. Second, 
Bernstein had rejected the notion of articula¬ 
tion of mode of production because it was 
closely associated with the existence of a 
distinct peasant mode of production." 
Third, Bernstein had pleaded to avoid 
‘unequal exchange’ interpretations of the 
exploitation of African peasantries because 
such interpretations were closely associated 
with articulationist views and, to a large 
extent, they assumed the independence of 
individual commodity producers tied up 
with peasant mode of production position. 
Finally, Bernstein identified a tendency 
which viewed the cme^ence of present 
agrarian social order as the product of 
superiroposition of new forms of exchange 
on pre-existing production relations. Clear 
cut rejection of these interrelated and even 
complementary assumptions permitted 
Bernstein to analyse his primary concerns 
with some precision. 

Bernstein wa.s primarily concerned with 
the "dynamics of commoditisation” of pea¬ 
sant production in conditions of the ‘epiKh 
of imperialism” and important sources of 
variation within this process. He argued that 
there is no duality or distinctive systems ot 
production—tied by relation of exchange - 
in sub-Saharan Africa. In fact there is only 
capitalist system m which capital is (or is in 
the process oO regulating the conditions of 
peasant production and converting peasam 
into a “wage labour equivalent”. Due to the 
absence of strong local capital this process 
of regulation is being carried through post- 
colonial state. The post-colonial state, in 
turn, is driven by a variety of tensions which 
constrain and eventually affect the effec¬ 
tiveness of regulation. In this process of 
transition the peasant is not actually dis¬ 
possessed of his means of production, and 
to this extent the “forms” of production em¬ 
bodied in his enterprise are not capitalist 
forms (p 159). The peasant thus, remains a 
peasant and not a wage labourer. Bernstein 
had u.sed a general materialist category of 
petty commodity production which sub¬ 
sumed peasant production as an integral 
part of the capitalist development. 

Taking a leaf out of Bernstein’s work the 
authors have ventured to analyse the process 
of capitalist development. The existence of 
precapitalist mode of production so com¬ 
mon in the contemporary poor third world 
countries has not escaped their attention. 
They^have gone back to original writings of 
Marx, Engels and lenin to drive home a 
point that all the three of them anticipated 
the existence of pre-capitalist forms of pro¬ 
duction as integral part of the process of 


capitalist development. Capitalist develop¬ 
ment represented a generalised commodity 
production founded upon the contradictory 
relation between wage labour and capital. 
However, considering varying subiletie.s and 
complexities of the process ot capitalist 
development, on a world scale, the authors 
have refused to reduce it to simply ‘linear 
proletarianisation’. They have also rejected 
any theorisation which places peasants, as 
tretty commodity producers in the contem¬ 
porary third world, outside the purview of 
capitalist relations of production. 

The alternative approach of the authors 
to such theorisations has emanated from an 
intensive study of the prevalence of petty 
commodity production under capitalism. 
Rigorous leading of Marx’s “Capital" and 
“Theories of Surplus Value” has grounded 
their understanding in the marxist tradition 
of scholarship. In a discussion on p«ty com¬ 
modity production contradictory tendeficies 
within the process of capitalist development 
have been sharply brought into the focus. 
Their theorisation of petty commodity pro¬ 
duction under capitali.sm has been two-fold. 
First, it offers, as the editors of the volume 
have termed, a generic theory of petty com¬ 
modity production. The generic throry is 
essentially derived from a combination in 
petty commodity production of the func¬ 
tions of capital as well as wage-labour within 
single individual or household. Second, it 
offeis a dynamic theory by demonstrating 
how petty commodity production is con¬ 
tinuously resurrected on a world wide basis. 
This pioccss is being viewed as inescapable 
and integral pait of capitalist development 
itself. Putting their finger on the pulse of 
contradictory dynamics- and consequences 
of capitalism the authors have enumerated 
how the process ol capitalist development 
produces piace.s and spaces for petty com¬ 
modity production within the logic and 
parameters of its own functioning. Whether 
an enterprise is capitalist or not can be 
explained only with reference to specific 
historical conditions and structure of rela¬ 
tions of production. The authors have 
explored peculiarities that constitute petty 
commodity production, in different histo¬ 
rical conjunctures, through capital-wage 
labour relation. 

By formulating a theory of petty com¬ 
modity production the authors have turned 
their attention to the question of class and 
state under African .socialism with reference 
to Tanzania. They do not accept the pre¬ 
dominant interpretation of Bernstein regard¬ 
ing the nature of African socialist/1)m/anian 
state and rhe determinant contradictions 
within it. Before considering their viewpoint, 
at this stage, it is es.sential to go through the 
logic of Bernstein's arguments. 

Bernstein in his “Notes on State and 
Peasantry in Tanzania”* has evaluated the 
experiment of .<ociaiism in Tanzania from 
Arusha declaration of 1967 to early 1980s. 
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According to Bernstein, due to restrictions 
on land alienation and absence of natural 
economy, capital could not take hold of pea¬ 
sant household enterprises in its own name 
and hence operated through the Thnzanian 
staiei Thus, peasant erterprises were submit¬ 
ted to legal regulations of state. State per¬ 
sonnel. who constituted the ruling class, were 
engaged in collective form'of accumulation. 
The formation of ruling class, interestingly, 
had taken place outside capitalist enterprise. 
State personnel earned on the task of expan¬ 
ding state’s political and economic activities 
and to that extent they got an opportunity 
to expand their social base. This situation 
created the contradiction between state/ 
capital and peasantry. 

Unlike Bernstein who viewed the an¬ 
tagonism between peasants and the state, of 
class vs class variety, the authors have sug¬ 
gested that there is a struggle over the divi¬ 
sion of social revenue between two distinct 
kinds of capitalist enterprise. ‘The former 
of these two kinds of enterprise are charac¬ 
terised as petty-capitalist entcrpri.se$, a 
category whose concrete conditions may 
include not only middle peasants, but all 
systematic commodity production on the 
basis of personal or household labour 
(including poor peasant production insofar 
as it falls into this category). The latter are 
characterised as state economic enterprises, 
the nature of which is modifed by the par¬ 
ticular form of state in which they are 
situated (p 1S6). This conflict between two 
enterprises is not the expression of principal 
or determinative contradiction because 
capitalist enterprises do not exploit each 
other. 

The authors have examined the nature of 
Ihnzanian state, in the light of their general 
understanding of African socialist states, in 
the last section. They have emphasised how 
the global contradiction between capital and 
wage labour inspired the British imperialists 
to hand over the state power to ‘inexperienced 
petty bourgeois‘ anti-colonial leaders even 
before they could consolidate their leader¬ 
ship. This solution prevented the rise of 
radical alternative representing mass-based 
anti-imperialist strug^es and created ‘depen¬ 
dent semi-client petty bourgeois ruling class’. 
Thnzania, like many other ‘African socialist 
states’, was constituted as petty bourgeois 
state after its independence and state ap¬ 
paratus embodied the practices of petty 
bourgeois. Even the policies like Ujamma or 
Villagisation programmes have been petty 
bourgeois. The vacillating tendencies in 
Ihnzanian state, due to incoherence between 
principal class forces, local as well as inter¬ 
national, has been exposed. The following 
extract makes it evident. 

‘Ihnzania has witnessed a regime which 
has combined the reactionary and the pro¬ 
gressive. the bureaucratic and the popular, 
the statist and the anarchist, the mod^ist 
and the nativist. the consumerist and the 
ascetic, the cynical and the idealist, the ag¬ 


gressive and the timid, the grandiose and the 
apathetic—in short, which has been charac¬ 
terised by a systematic inability to develop, 
implement, and sustain consistent policies 
and means of monitoriiig them and a 
tendency instead to seek a quick victory for 
African socialism in bombarding the popula¬ 
tion with ever new commands, institutions 
and campaigns (p 192). 

Guinea; Fracturing Role of State 
Bourgeoisie 

The chapters written by Alain Cournanel 
entitled “Economic Politique de la Cuinee 
(1958-81)” and Jean Amselle entitled “Socia- 
lisme, Capitalisme et Precapitalisme au 
Mali” (I9M-82) provide interesting insights 
and offer different perspectives than that of 
Gibbon and Neocosraos on the functioning 
of socialist states in Africa. Cournanel has 
analysed the main trends and phases in 
Guinean political economy on the basis of 
enormous amount of well-documented fac¬ 
tual wealth. 

The advent of Sekou Toure to power in 
the late fifties had raised lots of expectations 
about the prospects of socialism in Guinea. 
Sekou Toure’s persistent anti-imperialist 
postures, capacity to mobilise the masses 
and build a strong cadre-based party tike the 
Parti Democratique de Cuinee, (PDG), to 
a certain extent, justined this optimism. 
However, Guinean regime failed to achieve 
its socialist goals. 

Cournanel has attemipted to explain the 
gap between professed socialist objectives 
and eventual departure from such objectives, 
in practice, by analysing the role of ‘state 
bourgeoisie’ in Guinea. The terms such 
as ‘state bourgeoisie’ or ‘bureaucratic 
bourgeoisie' have often been used in the con¬ 
text of African socialist states to place the 
role of the dominant bureaucracy, as a social 
group, in proper perspective. Students of 
Anglophone Africa are familiar with the 
theory of bureaucratic bourgeoisie as pro¬ 
pounded by Issa Shivji in his writings on 
Dmzania."’ The choice of such terms sug¬ 
gests that no clear cut sociological class label 
can be satisfactorily attached to these groups 
which, in practice, function like a ruling 
class. 

Courananel’s ‘state bourgeoisie’ is almost 
a counterpart of Shivji’s bureaucratic 
bourgeoisie in the context of Francophone 
Africa. The rise of 'state bourgeoisie in 
Guinea’, like bureaucratic bourgeoisie in 
Tlinzania, has to be studied with reference 
to the creation and centralisation of state 
property under one party regime l%e up¬ 
per echelons of bureaucracy, party bosses 
and elements of agrarian bourgeoisie con¬ 
stituted state bourgeoise In Sekou Ibur^s 
Guinea, party and state almost became 
synonimous. Tire state bourgeoisie had enor¬ 
mous and pervasive control over all the acti¬ 
vities of the state It rnonopolised crdlective 
means of appropriation and accumulation. 
Also, there was a constant tension within the 


individual members of this class who com¬ 
monly displayed tendencies towards private 
appropriation and accumulation. The rule 
of state bourgeoisie witnessed subordination 
of economic instances to political and 
administrative irutances (p 229). There was 
predominence of vertical hierarchy, like any 
i>dministretive hierarchy, in the econofflic ac¬ 
tivities. The state bourgeoitie functioned 
without adequate accountability to the 
Guinean citizens at large which made the 
situation chaotic. The problems of anarchy, 
disorder, ineffectiveness and corruption in 
the state were compounded by deterioration 
in terms of exchange between agrarian and 
manufactured products, constantly fluc¬ 
tuating prices of primary products, and 
preponderant role of international finance 
capital in the extracting sector. Even if 
socialist society was the offleial objective of 
Guinean regime since 1967, the standard of 
living of the proletariats and peasants 
witnessed a steady deterioration over the 
years. The participation of these down¬ 
trodden classes in running the economic and 
political activities was negligible. 

Cournanel’s conclusions have underlined 
the limitations of the process of accumula¬ 
tion in Guinean state. This process was 
undermined partly due to mercantile and 
speculative activities of the state and partly 
due to inability of the state bourgeoisie to 
tap and regulate the channels of appropria¬ 
tion of private capital through its political 
power. Ironically, the members of the state 
bourgeoisie themselves indulged In private 
appropriation and accumulation. He has, on 
the basis of this evidence, questioned the 
socialist credentials of the regime and 
departed from the earlier position in his 
writings on Guinea. His earlier position, 
which essentially carried the stamp of 
dependency style, stressed the incapacity of 
private capital in generating a sufficiently 
dynamic process of accumulation in social 
formations like Guinea. However, the dismal 
record of Guinean regime offered an exam¬ 
ple of how state capitalism can operate, most 
effectively, after wearing a socialist mask. 
1b puli the Guinean economy out of morass 
the author has recommended an accelera¬ 
tion of capitalist development under a 
possible alliance of the state and private 
capital. Such an alliance was fruitful during 
1960-65 and resulted in the best record of 
economic growth. The author believes that 
in the absence of a wdl laid out strategy of 
trmisititHi towards socialism and unwilling¬ 
ness of the state bourgeoisie to suppress 
other factions of bourgeoisie, ca^taUst 
development of tMs kind would appear to 
be a viable alternative (pp 243-244). 

Predatory Exaction by 
Nomenklatura in Mali 

There is a good deal of similarity between 
the role played by the sute bourgeoitie in 
Ouima and the ruling dass in post-colonial 
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Mali. The tatter emerged from the petty 
bourgeoisie leadership of pre-independence 
days. For the ruling class in Mali, Amselle 
has used the term "nomenklatura”" which 
is, to a large extent, a parallel to notions 
like ‘state bourgeoisie’ or 'bureaucrat ic 
bourgeoisie’. The ‘nomenklatura’ remained 
a narrow group comprising privileged layers 
of the bureaucracy. When Mali launched 
socialist experiment under Modibo Keita 
(1960-68) this group consolidated its power, 
it centralised control over money, goods and 
instruments of accumulation within the 
state. Factors like the access to state office 
and creation of state property widened its 
avenues of appropriation. The programmes 
of industrialisation launched under state sec¬ 
tor heralded the era of politics of clientilism. 
Considerations like the imperatives of 
economic profit or developing production 
and productivity were undermined and the 
state apparatus was used for ‘pillage’ and 
‘clientist’ redistribution of state revenues. 
The ‘nomenklatura’, al.so, controlled the 
economic activities of peasants through .state 
marketing of cash crops and occasional at¬ 
tempts to control peasant production. The 
bureaucratic rent which it extracted through 
such policies was not merely collective form 
of appropriation but it also provided sufH- 
cient opportunities for individual appropria¬ 
tion. Such opportunities, in turn, stimulated 
the process of transforming elements of 
‘nomenklatura’ into industrial, commercial 
and agrarian bourgeoisie. They also widened 
the scope of the activities of ruling classes 
within the socio-economic processes. The 
most obvious victim of this process was the 
socialist experiment in Mali. The failure of 
socialist experiment as also the rampant cor¬ 
ruption eventually caused the overthrow of 
Keita regime. The post-Keita regimes in Mali 
have been plagued by military dictatorships. 

Amsclle’s analysis has drawn some strik¬ 
ing and provocative conclusions regarding 
the evolution of Mali in its ‘socialist* phase 
as well as the phase of military dictatorships. 
First, the “nomenklatura” which initially 
consolidated it self during the socialist period 
continued to reproduce itself after the 
military intervention of 1968. Second, the 
forms and uses of appropriation by the 
“nomenklatura” certainly did not represent 
accumulation in the strictly capitalist sense 
because capitalist accumulation involves 
reproduction of capital as also the develop¬ 
ment of productive forces. Its forms of ap¬ 
propriation represented predatory exaction 
of a pre-capitalist type wherry riding classes 
were able to redistribute money and goods 
to establish, consolidate and expand thdr 
groups of supporters. The nomenklatura, in 
this manner, inherited the practice of the 
landed and military aristocracy which con¬ 
stituted the ruling classes inthetHc-colonial 
mode of production. Briefly, im^olonial 
practices (predatiori'techstrihuliofO almost 
digestetl the modern state apparatus and. 


consequently, industrial underdevelopment 
prevented the emergence of social structure 
based on modern means of production and 
exchange (p 264). 

CRirifAl APPRAISAl. 

Any critical appreciation of this volume 
would offer immense praise for the painstak¬ 
ing research it has conducted. Every author, 
without exception, has undoubtedly made 
sustained efforts to pierce the ‘forms’ of 
reality to capture the content of reality 
beneath the surface In the process, cruder 
and simplistic versions of the nature of state 
and contradictions of accumulation have 
been questioned and discarded with reason. 
For instance^ due to discovery of the process 
of indigenous class formation in Kenya and 
Nigeria, the erstwhile simplistic dependency 
models have fallen into disrepute. Paradox¬ 
ically, the dependency paradigm has emerged 
stronger than ever before. This paradox can 
be partly explained by the marxist method 
of analysis which leaves ample room for 
specific historical conjunctures and their 
spatio-temporal dimensions. Admittedly, 
there are differences in historical conditions 
and socio-economic processes of contem¬ 
porary African and third world states. 
However, the similarities between them in 
these very processes cannot be undermined 
altogether. In fact such similarities can be 
perceived in the process of class formation, 
nature of pre-capitalist formations, process 
of integration into world capitalist economy 
as well as the nature of post-colonial .states. 
Such .similarities can be interpreted within 


the broader paradigms like dependency 
theory by rehabilitating and adapting 
dependency framework with reference to 
specifle conditions in a given context. The 
dependency perspectives, at the academic 
level, have proven broad enough to incor- 
IKJtate major changing realities of the third 
world within their mould and, at the level 
of praaical politics, they have driven home 
a point that the destinies of the third world 
people are interlinked. 

A methodical study of the complex 
dynamics of capitalism has added to the 
rigour of this volume. Profound continuities 
in historical currents have demonstrated thiR 
well developed systems of production like 
capitalksm of today had their embryonic 
forms in the societies of the past. Similarly, 
thinkers who analysed historical realities a 
century ago, indeed anticipated the struggles 
in this century. It was perceptive genious in. 
Marx who anticipated a long drawn out bat¬ 
tle between pre-capitalist and capitalist mode 
of production with the ultimate triumph of 
the latter. Neocosmos and Gibbon’s theori¬ 
sation of petty commodity production is 
located somewhere in this process of tran¬ 
sition. Their original theory is well-thought 
out and consistent with Marx’s writings. 
They have also brought out the struggle bet¬ 
ween two kinds of capitalist enterprises 
within Tanzania over the division of social 
revenue. In addition to this interpretation, 
the analysis of the rule of state bourgeoisie 
in Guinea and ‘nomenklatura’ in Mali have 
provided a complete spectrum of states 
under socialism. 
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The reluctance of most of the authors to 
make a categorical statements about the 
nature of state has certainly enhanced the 
worth of this volume In constantly fluc¬ 
tuating conditions the state is a site of strug¬ 
gle bnween different social forces, national 
as well as international. The authors want 
to be receptive to varying dimensions of 
these struggles before making a categorical 
judgment in these conditions of transition. 

In spite of these obvious assets this 
volume has its own limitations. First, at the 
practical level it has tailed to provide an 
alternative to capitalism. Constant harping 
on the negative impact of capitalism has 
made this exercise a bit nihilistic The 
dependency paradigm has been strengthened 
to a point where, as Kitching has suggested, 
the developments in socialist states also 
would be viewed and interpreted within its 
parameters. Cynicism, resulting from such 
interpretations, would possibly harm radical 
movements and throttle the birth of fresh 
alternatives. 

Second, the use of orthodox Marxist 
categories like ‘class* in a mechanical man¬ 
ner has rendered this exercise insensitive to 
significant social realities of Africa. Un¬ 
doubtedly, social classes play an important 
role in the process of accumulation and 
utilisation of state apparatus to achieve cer¬ 
tain goals. But viewing African realities 
solely in class terms boils down to the denial 
of other realities. Ethnic and tribal groups 
have been major social units in Africa. 
Mobilisation of such groups have stimulated 
social movements, formation of political 
parties and even anti-imperialist struggles in 
practically all African states. What is more, 
creative marxists like Amilcar Cabral had 
acknowledged the existence of ethnic and 
tribal groups and used them to promote anti- 
imperialist movements. Can one wish away 
this reality when central questions like con¬ 
tradictions of accumulation and class 
character of the state are being debated? It 
is quite possible that apparent tribal conflicts 
conceal class conflicts, or tribal divisions are 
intensified by the ruling classes to con¬ 
solidate their rule. The convergence and 
divergence between tribe and class has to be 
subtly brought out and marxist method is 
certainly broad enough to embrace such 
complexities. 

Third, the evolution of post-colonial 
states, particularly .socialist states, has been 
analy^ in a stereotype fashion. A number 
of these stereotypes are fairly popular with 
the radical scholars. For example, power was 
being transferred to inexperienced petty 
bourgeoisie leaders who were incapable of 
building mass anti-imperialist struggles or 
to view indigenous ideologies of develop¬ 
ment as synthetic and ultimately leading 
towards consolidation of forces which 
strengthen capiulism and generate in¬ 
equalities, etc Such stereotypes appear like 
astrological and even fatalist predictions in 


retrospect. These assenions somewhere are 
insenutive to trends in African nationalism, 
pan-African sentiments and paths of deve¬ 
lopment which post colonial states were 
searching. Will it not be simplistic to brush 
aside anti-imperialist and pan-Africanist 
movements which were led by Nkrumah, 
Nyerere and even Sekou Ibure since the late 
Fifties? Moreover, all these leaders, to a cer¬ 
tain extent like Nehru, were lookii^ forward 
to build a ‘third path’ of development. On 
the one hand, they associated capitalism 
with imperialism and colonialism, and 
rejected it. And on the other hand any pro¬ 
totype socialist model like that of Soviet 
Russia or China did not attract them. Their 
urge to combine .some of the good attributes 
of both the antagonistic systems with an 
indigenous flavour was quite evident. 
Nyerere, Sekou Toure and Sengher even 
ventured to theorise African variants of 
socialism. Some of them, particularly 
Nyerere and Nkrumah, were influenced by 
Gandhi. Insistence of some of these ideolo¬ 
gies on portraying pre-colonial African 
societies as classless societies, and treating 
socialism as a way of life has to be carefully 
studied and understood before putting 
socialist experiments in Africa under a 
critical scrutiny. Such experiments could 
have failed in the past. But has the ceaseless 
quest of third world people to steer clear out 
of stereotype systems and explore the third 
path which can trigger off development and 
protect their independence ended? 

Fourth, admittedly, the socialist as well as 
capitalist experiments have led to the per¬ 
petuation of socio-economic inequalities. In 
that case how can .one explain political 
stability of the regimes led by Kenyatta 
(Kenya) Nyerere and Sekou Toure? What 
hopes did the system offer to the masses in 
such states who, to a great extent, legitimised 
the existing regime in spite of glaring ‘con¬ 
tradictions of accumulation’? In this volume 
the African masses have almost come out 
as innocent beings who succumbed to 
the overwhelming pressures or injustice. 
However unjust, each system has the capa¬ 
city to coopt the masses and the masses, too, 
consciously legitimise a system. Somewhere, 
the intricacies of the dud between rulers and 
the ruled have not visibly emerged. 

Finally, while understanding the con¬ 
tradictions of accumulation and nature of 
state, states in Africa, with their complex¬ 
ities, smallness, and newness, have to be 
taken up in their own terms. Most of the 
authors have implicitly kept up, at the back 
of their minds, the standards of developed 
capitalist or socialist models from the west 
and the east while judging the processes in 
African states. Even any anticipation that 
an African state would follow the Soviet 
model signifles neo-colonialism of its own 
kind. It must also be remembered that the 
sute itself was an alien category in some 
parts of Africa in pre-colonial times. Hie 


present poii-coloiiMi states in Africa were 
drawn the imperkiist powers during the 
Berlin Conference of 188S. Thdr existence 
itself is a (reactionary?) legacy of cot- 
onlalism. Newrthdess, post-colonM regimes 
have accepted to work within the flamework 
of these states. Utilisation of state apparatus 
by varying dasses for accumulation <xt to 
even distribute sodal justice is comparatively 
a recent phenomenon in independent Africa. 
That is why any judgment on this experi¬ 
ment which ignores its relatively short span 
would appear excessively harsh. 

Notes 

1 Judy Kimble's chapter, as the editors have 
put it, due to its object and period of study 
lie largely outside the orbit of other 
chapters, 

2 WMle darifying this the editors have obser¬ 
ved, The widespread use of such terms is 
no guarantee of a common theoretical con¬ 
tent and analytical effectiveness. The 
opposite is more likely to be the case: that 
the use of relatively limited number of “key 
words” obscures the variety of their mean¬ 
ings, applications and effects, as employed 
in different discourses” (p 8). 

3 See “Amin L‘ accumulation a L’echelle 
mondiale”, Paris-Dakar Anthropas 1970, 
also “L’Afrique de I’ouest bloquee, 
economie politique de la colonisation 
1880-1970”, (Ed de Minuit 1971, Paris). 
Nabudere. D W, “The Political &onomy 
of Imperialism” (London, Zed Press 1977) 
and Rodney W, “How Europe 
Underdeveloped Africa” (Dar es Satam: 
Iknzania Publishing House, 1972). 

4 Notable among them are Leys, Swaison, 
Langdon, Cowen, Kalpinsky, Henley, 
Mukaru Nganga, Cutto, Njonjo, etc. 

5 Leys, C, “Underdevdopmeni in Kenya: The 
Political Economy of Neo-colonialism” 
(Heinemann, 1975, London). 

6 Bask arguments of Cowen have oeen sum- 
merised from Kitching’s artkie in this 
volume. See Cowen, tkhttle^ “Productitm in 
Central Province: Capital and Household 
Commodity Production 1903-1964” 
Nairobi (mimeo), 1975. 

7 R J M Swynnerton’s 'A Plan to Intensify 
the Development of African Agriculture” 
(1934) it conventionally known u Swynne- 
ton Plan. 

8 In his “Capital and Peasantry in the Epoch 
of Imperialism" (1976), (Univertity of Dar 
es Salaam Research Bureau) Bernstein had 
offered an excellent critique of Mdl- 
lassoux’s concept of articulation. 

9 Bernstein, ‘Notes on State and Peasantry 
in Ihnzania,’ Review of African PofttM 
Economy, May-Septemba 1981 (pp 44-62). 

10 Shivji 1. "Class SuugiJes in IhnzanW 
(Hknemann London, Dares Salaam, 1975). 

11 Nomenklatura was the exprewiott used tv 
Mslscnsky, a Soviet scholar, in 1981. The 
ctmtext of the term it SovkL But Malian 
ruling dass scant to comitine attributes of 
Soviet nomenklatura and predatory pre¬ 
capitalist ruling chut. 
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Contemporary European Scholarship on Political 
and Social Change in South Asia 

An Essay in the Sociology of Knowledge 

T V Sathyaniurthy 

M'estern scholarship on political and social change in south Asia nqs umlcrgonc at least three majot transjor- 
mations during the last four decades. It has become conceptually less Eurocentric and more sensitive to regional 
ntiances and to the internal dynamic of change. It has become less and te.ss ’comparative’m the conventional. 
sen.se of devoting undue attention to institutional structures, and increasingly aware of political, economic and 
.social forces underlying their functioning or mal-functioning as the case may he. Finally, it has tcceiuly started 
to become more rooted in analysis based on empirical fieldwork and less preoccupied with theories and models 
for their own sake. 

These three major transjormutions have cut right through the division within the general field of European 
sociological scholarship between those who start with a weberian (and derived from it, a functionalist, 
hehaviouraltsf, and quantitative) approach or framework on the one hand, and on the other, those whose starling 


point is some variant or other of a 

l)URIN(j the last lour decades, western 
scholaiship on tHditical and social change 
in the south Asian sub-continent has under- 
('onc at least three major transformations. 

It has become conceptually less Eurocenttic 
at)d more sensitive to regional nuances and 
to the internal dynamic of change. It has 
itecome tc.s.s and less ‘comparative’ in the 
conventional seri.se of devoting undue atten¬ 
tion to institutional structure.s, and inereas- 
ingly aware of |x>litical. economic and social 
forces undcilying their functioning or 
malfunctioning as the ease may be. It has 
recently started to become more rooted in 
analysis based on empirical fieldwork and 
less preoccupied with theories and models 
for their own sake. 

In other words, Euiopcan social scientists 
have begun to give primary importance to 
the concrete situation in south Asia rather 
than to continue the practice of imposing 
home-grown theories and models on south 
Asia’s realities. Ihese three major transfor¬ 
mations have cut right through the division 
within the general field of European socio¬ 
logical scholarship between those who start 
with a weberian tand derived from it, a func¬ 
tionalist, behaviouralist, and quantitative) 
approach oi framework on the one hand, 
and on the other, those whose starting point 
is some variant or other of a marxisi 
perspective.’ 

It is difficult to delimit, for analytic or 
review purposes, scholarship of the societies 
of the sub-continent into isolated compart¬ 
ments based on its geographical or regional 
provenance. Thus, for example, European 
scholarship, and, indeed, indigenous 
scholarship in south Asia itself, has been 
influenced in.no small measure by the post¬ 
war American ‘science’ of comparative 
polities. This has been the case not only 
because 6f its academic penetration and 


mar.xist perspeetive. 

domination (especially during the (veriod 
19.‘'0-l‘>70) of this field, but also as a con¬ 
sequence of the United States’ political in¬ 
terest and investment in the region.’ 

At the same tune, a new post-colonial 
generation of social science scholars in 
Europe has been able to shake off at least 
some of the outer layers ot ideological en¬ 
crustation of ‘coloniar thinking, though ths‘ 
coriidors of academic power in this field—-at 
least in Biitain—are still dominated by 
members of the profession whose menial 
habits weic acquiied when colonialism was 
still a ruling force. 

The presence, in European univcisitic.s. of 
a sizeable number of .scholars of south Asian 
origin has, ovei the last two or three decades, 
contributed to a widening of the academic 
horizon. Their first hand knowledge of the 
field, relative freedom’ from dogmatic 
adherence to fashionable imported models, 
and ability to move between disciplines and 
across disciplinaiy fiontiers has given them 
advantages which earlier generations of 
historians and social scientists studying in 
metropolitan countries seldom enjoyed. The 
characteristic teaiurc of contemporary 
‘European’ scholarship of south Asian swie- 
lics is the many laceted inte^pcnct^ation of 
different strands of research and writing 
encompassed by it. 

In this essay, I shall not discuss in detail 
or in an inclusive sense the major works in 
the social science di$ctplinc.s in any itemised 
fashion. 1 shall instead attempt to provide 
a broad discussion of the main political and 
sociological themes which the social science 
literature on South Asia of European 
provenance^ has covered. 

I 

The period between 1950 and 1965 was, 
in retrospect, a very uneventful interval in 
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the giowth of European scholaiship relating 
to the sub-coiitirieni. Academic departments 
of politics {and sociology) were handicap¬ 
ped by the fact that macro-scopie concerns 
ob.scurcd less conspicuous liclds of political 
action that government land the central 
goveriimeni at that) from the field of vision. 
At the same time, sociologist.s (c g, Edward 
.Shils) and political scientists (c g, Harold 
laisswcll) exercised a considerable degree of 
influence on the nature and scope of re¬ 
search by insisting that, in order to under¬ 
stand how a political system worked and 
where its dynamic lay, one would have to 
focus attention on the elites (and the intellec¬ 
tuals)—their cultural characteristics, their in¬ 
tellectual training (i e, their intellectual 
dependence upon if not rootedness in the 
metropolitan culture), theit readiness to 
become westernised in a secular and more 
superficial sen.se, and ihcii role and political 
world view in general terms.' 

Elite-centred politic,il sociology, much in 
vogue in the Uinied Slates, went hand-in- 
hand with the institutional focus of 
politics -with emphasis on tlic constitu¬ 
tional machinery, the cciittal executive, 
policies puisucd by governments in the 
economic sphere, the ruling party often to 
the exclusion of elements within the society 
oppo.sed to it but not themselves within 
reach »)f governing the slate as alternative: 
centres of power, ‘isolitically relevant’ 
groups, and even the ‘political tdiom’ of the 
powcrtul sections ol society -which was the 
favoured approach to the study of politics 
in Europe.* 

Of cpiphcnoinenal interest to students of 
comparative politics was the role of elections 
in the new post-colonial dispensation, 
though this interest was necessarily confined 
to India and Ceylon. The mass of the Indian 
electorate, however, had to wait until after 
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lilt- tounh general election 11967) belore ihtT 
could claim a tnore than marginal aitci.iiori 
from western political scieniisis spccific.rlly 
devoted to the siudv ot ‘clectoriti beha\i<->ur’. 
Lveti 'deinoeracy' was given a iwo tier 
treatment - -the 'hchavioiii' and preferences 
ol the electotaiLs of ’developid', ’in- 
dustiialiscd'. ‘boiirvcois’ dcmo'cracies weie 
dcenied to be mote wonliv oi -lose sc runny 
than those ol 'under-developed’, ’imin- 
dn.strialised' coitntries and in paiiivjlar, 
societie.s eonstsiim> of latge nuinbeis of 
lUitcrate electors. 1-vcii bv l%7, but cettamiy 
since the Indian cnieieency (I97.'5-77), the 
unpredictability and -.ense ol vliscriniination 
she'wed bv the Indian eleeloratc had led to 
an awakening, ot mw inteiesi in this atca of 
.study.’ 

Social anthtopological scholaishiti, how- 
cvei, was refrc.shinely bee Irvim the pre¬ 
occupations of political science and socio¬ 
logical scholarshi|> with centralised power 
stiueliires an»l the sot lal loci of powci ex¬ 
pressed in terms ol •morleinising’, ‘wester¬ 
nised', Ol ‘indiislnalising’ elites, or of 
‘bureaiiciatii' aiul-ot ‘military’ sctiois.''* Il 
was concerned with smaller cioss-sections 
of the populaiiv'ii engaged in econon.ic pio- 
duel ion on a sub rcKional or even snb- 
dislriet base and expeiioncing social and 
political piessuies bivin wiihiii ihc comma- 
nity as well as fiorn ouisulc the icgion. 

One of two broad orientations, at least 
with refeience to the Indian society, was 
brought to bear on fieldwork and research 
information. Both were functional (i e, 
structural-functional, in the sen.se given to 
the term by Radclific-Brown) and stemmed 
from an apprai.sal of social change based on 
homeostatic assumptions: neither trans¬ 
gressed the boundaries of the European 
academic traditions in established social 
anthropology and sociology; a shift in the 
direction of dialectical enuuiiy was simply 
beyond the realm of conceptualisation, and 
no allowance wa.s made tivr social contradic¬ 
tions and conflicts ol inieitsi between 
cla.sscs.'' There was no alternative to a 
hierarchical .triangeineni of power accorditig 
to the social anthropological wisdom of the 
tunc 

One ot lhe.se broad orientations revolved 
lound the notion that Hindu society was 
changeless and unchanging by viibic of the 
immutably hieiarchical ariangcment of its 
diflereni (castes) which permuted no .social 
mssbihty between them. Fveit 'siuiskritisa- 
lion’ (as allowed (or by M N Srinivas) could 
exett but a vety limited impact on the 
poMiUm of the lowci castes within the 
hierarchy.''’ 

Accoiding to the other hrc>ad orientation, 
the economic and political opportunities 
provided by the government in'a new posl- 
cotoniai and development oiicntated poli¬ 
tical and social order, did indeed icsult in 
boll) quantitative (i e, gradual) and (to a 
lesser degree) qualitative (over long periods 


of time) changes (albeit of an uneven 
character) in the position of hitherto rela¬ 
tively disadvantaged castes or segments of 
the population.'• 

Of fai greater miporiance to the develop¬ 
ment of social science disciplines bearing on 
the south Asian sub-continent during the 
l-dsi twenty years inan the substantive con¬ 
cerns of social ainhropologists oi their 
theoretical limitaiioiis was the rigour and 
sense c>f commitment with which they ap¬ 
proached field study with a view to explor 
ing nuances in iciativinships and social 
change at ground level. 

■Maixi.st or class-b.i.scd, still less a ’mass’ 
based, undeistanding" of politics was con 
spiciiOu.s by Its raritv during this period In 
Europe, there was a good deal of maixisi 
theorising and writing at a broad geneial and 
absiraci level on the question of Oolomal 
relationships and on general rela(ionshi[vs af¬ 
fecting tlincl worldsouiiiiies. Histotiansled 
Ihc way. but iheir concerns were somewhat 
leinovc-d lioni the picserit. 

Ill ariv saso, seiious maiMst scholais ol 
south .Asian societies in Europe wen- few anil 
fill between. In the llniied States, lelt wing 
studies in gcneial and nntrxist approaches 
in isaitiiular weie oositivcly disiouraged, 
until a new generalion ol aeademic dissen 
lers from Ihc inereasinciv visible outiages ot 
.Ameiican itiipcriuli.sm (e.specially in. but not 
confined to, southeast Asia) struck new and 
bold paths of inquiry which took them right 
out ol the mainstream of established 
research.' * 

In the sub-contmcnl as a whole, and in 
India in parlieiilar, marxism e.xereised some 
sway in academic circles, even although, 
specifically in the field of political science 
itself, it was not considerable except tor a 
few jingoist supporters of One oi other of 
the two main communist parties.'' 

The sced.s of much of the intcre,sting woi k 
vveic sown during the last two decades in the 
foim ot interesting and urgent, and in sonic 
cases seminal, debates among scholais in the 
sub-continent. Participants in such debates 
have been keenly avvaie ot the need for 

(1) a svsieiriatie characterisation of the 
liulum cvonomy, 

(2) ihc exaniiiution of the social and 
political lonsequenies of the specific chokes 
made bv ihc Indian stale in the field of 
economic develo|iment; 

O) the inteipreiaiion of the challenges 
laced by the state fiom different quarters— 
not least, the different lingui-stic, cultural and 
regional elements and peripheral nationa¬ 
lities; and 

(4) the significance of popular struggle of 
various kinds against political oppression 
and the assault on fundamental civil rights 
of ordinary citizens by the state, by now a 
common featuie of daily life in aJI south 
Asian countries.'* 


II 

Mainstream Indian sociological and 
political science scholarship fought shy of 
marxist approaches for a long period of time 
for a number of intellectual and oppor- 
tuiusiic reasons. Chief among these were the 
domination oi Indian social .science studies 
during the po.st-coionial (and indeed neo¬ 
colonial) pha.se by paradigms fashionable in 
metropolitan universities, and easier access 
to foicign scholarships as well as plentiful 
opportunities fiT- undertaking academic 
ttavel abroad (especially to western 
countries).'’ 

By contrast, scholars in the disciplines of 
hisioiy and cconomic.s could already, during 
the 50s, count among Iheii number a re 
doubiable body of iiidcpendent-minded re¬ 
searchers who developed—individually and 
collectively—diffcieni aspects ot the materi¬ 
alist appioach to research. They embarked 
upon studies ol 

(1) the national economy as a whole and 
agricultur.il production in particular, and the 
imp.Kt ol the slate on these (during colonial 
and post-colonial limes and. iii some ca.scs, 
pie colonial nines ,is well); 

(2) ’iic pioblenis l.ued b\ indigenous 
capiT.il and the posi-eoloriial state m 
establishing capnallsr telaiiotis of piodiic- 
iion ilnoiighout the economy and in e.xpan 
ding the base of the niarkei; and 

(J) the changing relation.ships between 
capital, the state, and organised sectors of 
labour. 

In Europe, hi'Avevcr, economists found it 
rather tnore diffi. alt to depart from conven¬ 
tional approaches to the study of economic 
development,''* the problem of poverty, 
education, etc. Radical approaches to the 
study of the Indian c’conomy ol European 
piovenancc represent a ntoic recent pheno 
menon. Historians have found the attrac¬ 
tions of studying social conflicts and con¬ 
tradictions in dialectical terms to be rather 
more satisfying than other social scicn- 
lists.''* whilst social aiithiopologists (as has 
already been noted) have (ended to focus a- 
ttention in a fruitful manner on empirical 
questions relating to specific a.spects of 
change in small areas without, however, tak¬ 
ing to hi.storical matcridlist ftameworks of 
lesearch.’’" 

During the period 1965-77, a fairly radical 
shift occurred in tue subject matter focus as 
well as in the fields chosen for research in 
South Asia by European researchers. There 
are two main reasons for the coming into 
vogue, during this period, of radical social 
science, marked not only by a tendency, to 
follow one or other of the orthodox marxist 
strands, but also, in an increasing number 
of c.- es, by attempts to adapt marxist 
methvi.is of in' .s 'gation to speciEc intellec¬ 
tual problems . nd particular empirical 
fields. 

The first lay in the rather dramatic 
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changes that occurred in the sub-continent 
itself during this period. Chief among these 
was the development of the si.itc (and as 
aspects of it. the burcauctacy and the 
military) as an iiistiuinent of (often physical) 
coercion of the people. 'I he state increasingly 
showed itscll to be capable of smashing 
popular deinucraiic organisations lepiesen 
ting the interests ot the ‘sseaK.ei sections' of 
the population In ceitain coniitries, the 
military umlci mined the ‘civilian’ state struc¬ 
tures. In oihcis, pcilitical domination of the 
state by populist forces in control ol tis 
posscr in the name ol the niajoiiiy commu- 
nitv lesultcd m the oppression of miimntv 
poimlation.s .11 ’nationalities’ In general, 
ssliere civili.m ’elected’ i-iiseitunciiis were still 
in evistcnce. ’pailiamenlaiism’ sank into 
eeiieral ilisrs-putc mainly due Ui its .ibusc hy 
itiosc III .itiihoiily 

,\i Ihc same time, in almosi all south 
.Xsian louiiIik's .i sm ni loiie deetee of Jeler- 
trni.ilion tsa-. '-liown In sejimtnls o) the op- 
I'licssi’d and dejvual pupulalioo Iroin time 
to tune AyaniM heaxs odds, they .attemp- 
tcil to organise Iheinselsis into vrasstoots 
iin'vemenis ii onler tx" lesisi the encroach 
nnnt^ ol the |nixxiiliil segments ol the 
p'.ip'ilaiioii on till’ ensnonmen! iii on 
soniics ol jnergv .ind (’ilhei icsoinces on 
wlmli ihe p.'oi .lepend foi then very sin 
V ival 1 he most ci uctal desclopment of the 
period related to rhe danger of internal 
liagmcmation ol the luling classes. It 
became increasingly clear that, undci eon- 
dition.s ot uneven and dependent capitalist 
dcwekipnieni, the ruling classes were, m the 
medium term at least, vulnerable to some 
soil ol hoti/ontal fission among themselves. 

1 he entirely new' dimension of class con- 
iradic’tiori and conflict of class interests 
which has thur become evident, is not 
amenable to control merely by an unleashing 
of stale oppression. 

Secondly, in Europe, a few scholars-' - 
radical in orientation, but not necessarily 
Marxist--advocated a new orientation to the 
study of Ihiul woild countries and societies. 
In gcneial terms, they suggested that research 
should Stan from the premise that, in order 
to understand the proces-ses of change taking 
place during the post-colonial phase of 
development, theii roots in the colonial era 
should be sociologically understood. 

,\t the .same time, the developments in 
European higher education triggered off by 
the May 1968 movement (during the imcival, 
say. 1%8- 15 ) were reflected in the new oiien- 
tations to the study of south Asian cultures, 
societies and polities. These, for the tirst 
lime, gave greater attention to the mass ot 
the people than to the elites or the in¬ 
telligentsia, people in humble occupations 
who were being exploited, marginalised and 
hmpemsed even more ruthlessly after the 
end of colonial rule than before, and to the 
state as an instrument of class- oppression 
rather than as the harbinger of st^ility (be 
it bourgeois democratic or bourgeois autho¬ 


ritarian 01 petit-bourgeois authoruianan in 
character), contraiy to what the ShiLses and 
the Parsons and the Lasswclls .’ind their 
European acolytes would have us heheve. 

The emergence o*'11 •-trong wontcii’s move 
ment in Europe during the 70 s opened a ikax 
vista of research in the form of invest igniiuns 
into woman-work, the partieulur loims 
assumed by the oppression of womei' m 
societies in. which certain features of pie- 
capiialisi (‘feudal’) sc-dal relationships ari- 
reproduced alongside the rcproduciiiiti ol 
social and c'cononnc ielaiion.ship.s vluiracteri- 
siie ot under-developed and dependent 
capitalism. 

The exisiciice ot a -■iiong body ol woi keis 
III the sub-coiii incut itself land especially in 
Kang’iadesh, India and Sri Lanka) in this 
general field of sivcial science schiilatship has 
tesulled m a wide variety ol studies as well 
as aeiion pioicets (and icsearcti) 1 hc.se cm 
brace iiuesnons tclaiing to the role ol vvonieii 
ill development, the changing fmins of 
gcnoci dommalmn as well a.s oppiession bv 
the si.ite imdct such conditions of economic 
gioxvth .IS those pioiiiiscd bv iiidustii.ilis.i- 
litMi. till- (.irt'c’ii kc-volulion, and the glow¬ 
ing importance ot ilie ibiid world (and 
tieiiliily its female woikloicc) as a lahoni 
re.serxoii loi meliopolilan capital's eleclrnmc 
ic-sc)hilion.- ■ 

'I here was a eeiiain rough parallel between 
the new breed of ’eommitted’ and 'coiic’erned' 
European social science scholars who weic 
able to cut themselves loose from the domi 
nani paradigms of research, and the rise in 
India of a generation of scholars in the social 
sciences who were moving away from the 
functionalisl/liberal model and were in 
search of new types of tc.search problem and 
new methods of solution. It is, however, 
worth noting that Indian sociologists and 
political scientists wishing to pursue new 
methods of resenicli lashioncd out of varia 
tions of a .Marxist world view weic seriously 
handicapped by an irresistible desire not to 
offend the two major communist parties. 
Thus, CPI and CPI(M) and the intellectuals 
belonging to them -a numlvcr ot them also 
happen to occupy impoitant academic 
positions —often ’.iew the role of scholars to 
be one c>f giv ing their imprimatur to analyses 
of the Indi.an .social stmelnre 01 class rela¬ 
tions 01 rcvolurionan prospect 01 chAracten- 
.satic'fis of class conflicts ami conliadictions 
c'omaincii in patty documents, rathei than 
as one of general I'li a wcaltli of informa¬ 
tion and providing analysis based on re¬ 
search and empirical observation. 

Thus, for example, it is astonishing that 
in such a vast countiy as India there has, to 
date not been a single systematic attempt to 
andiyse empirically the character of the 
Indian state, its power, the composiiioi. of 
the body which controls it, and its impact 
on different regions, on regions in which ex¬ 
ecutive power is locally wielded by parties 
opposed to the party controlling the power 


of the state, on different segments of the 
liopularion, let alone relate these various 
a--peels of stale peswer into u single coherent 
account. 

•\i the same time, there is no dcaith of 
loose statements of a misleading nature 
abciui tbc'chaiacifi of the stale 01 dogmatic 
i^^.senion, .iboiii its class iiatnie. Since the 
cmeigeiic-v. howcst'i, there has been a stionger 
avv.ireness of the power ol the state which, 
wliilc mount iug patliamentaiy shibboleths, 
could still dc'piive ordinary people of their 
nmiimal civil lights Ihis is leflected to a 
iniich grcaiei extent in 'he activist work of 
certain groups which inav or may tioi be 
marxisc'- in orietitaricm but which are 
geared to studying the empirical field in 
which they arc active in a titorongh and 
systematic lUiinnci. Cieneially speaking, 
hoxvever, histonan.s and c’coiiciiiists arc 
lelatively tree oi this p.-i: licular problem of 
not being .tbit 10 link up theory with a 
s; sfeiriaiic’ csaniination (ami indet'd genera¬ 
tion) ol rclisam haid emiiineal infoimalion. 

'\dli('i-'ncc- to a niarxist orientation, under 
such c’liciimsiances, oltci degenerates into 
uc. cpline the patty's genei.il analysis of the 
Indian .sitaatictn vviilioiit snbimtiing it to 
iiguroiis ex.miiiialion or filling out the 
spc-citic eontonrs nssumed by the biond pic 
line- ol class coniiic'is on whtcli n bases its 
policies, siiaiegy and taciics 

European inarxists and scholars of radical 
pcrsuasitm fall into tvvo broad categories. To 
the lirst belong rathet dogmatic theorists 
(e g, the New Left in flritain or, at least cer¬ 
tain biancls of it) who .subscribe to an in¬ 
flexible view of revolutions, class conflicts 
and contradictions and the conditions under 
which the latter might give rise to the former 
in under-devciopcci countries. Their contri¬ 
butions are not usually troubled by the 
rather messy manner in which reality may 
manifest itself on Ihc ground. I 'iihainpcred 
by empirical misgivings, ihev imet themselves 
in the position of being able to pontificate 
and prognosticate. Ofien, tlicorciical posi¬ 
tions articulated in a complex iiiiiniier with 
sensitivity to intcllectn.il niijnces (all on cm 
pineal giound which idiuii-.-x tin- --iiidciii to 
explain and take- .i(c>xii!ii ol ical -.oiial, 
economic and poliiu.il 'oin-- that .ipiiciu to 
fly in the face ol .^•sl.lllpiu)nx. 

lo the eccond i .iic-i’oi, l.•c•loMg itiose who 
make empii ical ’-lobli ms their starliiii; point 
before iaiiiii h'li)' ,111 iiivc-'iigation rii com 
miltin.v iheinscl,'-s to .i ii.iirox*. thcoic-lical 
base .Sociolo-'isis .in.l .'iiitlxropologisls of 
this ilk, who .III- intei-.-sied in understanding 
c'oncieie reahiv, fiavc- actually earned out an 
impicssivc body ot field work. I licir studies 
have provided a basis for understanding the 
complex inocrssc.s hy whicfi stratification, 
diffcrcntniioii, ix)larisation, marginalisation 
of lahoui, labour migration, and lumpenhA- 
tion m rural and urban areas are elaborated, 
and the agents which may intensify them or 
block them (as the case may be) emerge. 
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They attempt to provide a reticulated pic¬ 
ture of the actual tocial economic and 
political forces of change at work and utilise 
their fleld data as the basis for answering 
questions posed by theory and for explain¬ 
ing anomalies and paradoxes. Examples of 
such work have, happily, been on the in¬ 
crease though the south Asian agrarian 
political economics would appear to attract 
the best among such scholars.^^ 

The enormous amount of field lesearch 
that has accnmiilated since the beginning of 
the Green Revolution^' in the study of 
agrarian structures and their social and 
economic implications (mainly arising out 
of the work of economists and anthropolo¬ 
gists) has not been matched by a systematic 
study of the political consequences of the 
development of a powerful and politically 
conscious class of rural rich. The emergence 
of the rich and middle peasant classes of 
powerful forces in the economy has made 
a significant impact on the agricultural poor 
(and political organisations actually repre¬ 
senting or purporting to rcpre.sent their in¬ 
terests). At the same time, dominant agri¬ 
cultural classes have given rise to new 
pressures and counter-pressures with which 
the instruments of state power have had to 
accommodate. 

Thus, on the one hand, piecemeal em¬ 
piricism still continues to be the dominant 
methodological ethos of we.stcrn political 
science, mainly because of its continuing 
vogue in North America.^* On the other 
hand, Marxist political .science scholars with 
a willingness to carve out microcosms fur 
empirical study in order to throw light on 
political phenomena in the society as a 
whole are few and far between. 

Thus, we arc in a position in which social 
anthropologists and economists (or students 
of political economy) of differing intellec¬ 
tual persuasions arc contributing to an 
understanding of .social and economic forces 
underlying the processes of development and 
under-development in south Asian states, 
and the researches of historians are pro¬ 
viding us with more and more reliable in¬ 
sights into the citaracter of the colonial state. 
But. political scientists are still stuck in the 
familiar grooves of studying institutions or 
cpiphcnoincnal features of day to day 
political life (e g. elections) or otiose political 
ideas (generally encompassed in rubrics such 
as Ideology of non-violence*, ‘partyless 
democracy’ etc,) or attempting to substan¬ 
tiate dogmatic reiterations of a party line 
with the aid of selective evidence. T here is 
a marked lack of balance between the ra¬ 
pidity with which literature (embracing the 
fields of political economy, social anthro¬ 
pology, economic history and sociology), 
dealing with social and economic contradic¬ 
tions in south Asia is growing on the one 
hand,* and on tlie other, a certain lack of 
material in the field relating to the develop¬ 
ment of state power which political scien¬ 
tists must address. 


In the region of south Asia as a-whole, 
tensions and contradictions accompanying 
a heightening of ethnic consciousness have 
constituted a significant feature of political 
life throughout the last four decades. Even 
although these forces are invariably mani¬ 
fested in the form of demands of a linguistic 
or cultural nature, they also carry a strong 
economic and political content which peri¬ 
pheral nationalities (unlike their even more 
unfortunate ‘heartland’ counterparis--e g, 
in UP and Bihar in India) have been in a 
position to mobilise against a state which is 
all too ready to renounce its paper commit¬ 
ment to ‘federal’ principles of goveinment 
by consent and devolution in favour of a 
unitary principle of power and authority ex¬ 
ercised from a puissant centre.*’ 

In Pakistan, despite the experience of 
Bangladesh's liberation struggle, such 
pressures continue to be felt in Sind, 
Baluchistan and the northwest Frontibr Pro¬ 
vince.*" Sri tanka is a divided nation in 
which a national minority or ’nationality’, 
concentrated on the northern and eastern 
peripheries of the island, is deeply dis¬ 
affected.** In India, nationality questions 
have a long and deep-rooted history and 
tended to manifest themselves in different 
garbs during diiferent phases of post¬ 
colonial history. 

In have argued elsewhere’" (hat the 
changing dynamic of the relations between 
the region and the centre constitutes a cnicial 
aspect of the development of India’s post¬ 
colonial state. On one level, the question of 
centre-state relations*' in India has been 
linked with the question of the extent to 
which power ought to be de-centralised or 
devolved from the centre to the states in 
order to ensure a certain dcgic<‘ o( ctonomic 
and political ‘scif-dctcrmination’ or 
’autonomy’ in practice within an essentially 
federal structure; on another, it would ap¬ 
pear to relate to the room for political 
manoeuvre which different segments of the 
ruling class have shown themselves to be 
capable of creating in the pursuit of their 
specific interests in competition with each 
other; on yet another level, it relates to a cer¬ 
tain disenchantment on the part of the mass 
of the people with national political parties 
in general and the central ruling party in par¬ 
ticular, resulting from the perennial constric¬ 
tion to which the democratic political pro¬ 
cess seems to be subject. 

At the same time, of course, it has become 
a field in which ‘national integrationists’ 
fearing the consequences of 'centrifugal’ 
forces taking control have been pitted 
against 'genuine federalists’ and ’constitu¬ 
tionalists’ who believe that the sway of cen¬ 
tripetal over centrifugal forces in such coun¬ 
tries as India can only he ensured by adjus¬ 
ting to, rather than by suf^pressing, demands 
originating from the regions. 

TTte appropriateness of this particular 
argument for the subject of this discussion 
. lies in the fact that polHfeal smautlsts 


to date, scarcely concerned themselves with 
the wider ramifications of the question of - 
centre-state relations. During the SOs and 
60s, they shifted their focus of research from 
the national level of party organisation, 
policy formulatioD and implementation, and 
identification of issues to lower levels of the 
state** and even the district.** . 

But, such a concern with levels of politics 
below the national was not informed by a 
concern for the deeper implications of the 
work involved; nor was concern with the ar¬ 
ticulation of political power and the forces 
involved in it at different levels of the polity 
integrated to a wider and more far-ranging 
framework of how the system as a whole was 
functioning. 

In other words, no adequate conceptua¬ 
lisation of the Indian state has emerged 
which can be fruitfully related to the role 
played by various ‘class’ and other confi¬ 
gurations of forces at different levels of func¬ 
tioning of the polity.*'' Studies of different 
‘states’ or ‘districts’ without such an end in 
view have, therefore, not yielded more than 
a partial and truncated insight into the 
political system as a whole. 

The emergency in India (1975-77), the 
course of history following the overthrow of 
the Bhutto regime in Paki.stan and the 
assassination of Shaikh Mujibur Rahman In 
Bangladesh, and the events following the 
presideiitialisaiion of executive power in the 
political system of Sri Lanka have contri¬ 
buted to concentrating the minds of scholars 
on the centrality of stale power in any 
systematic understanding of contemporary 
south Asian politics. 

At the .same time, the voice of the ma.ss 
of thf people powerfully raised in support 
of democ) acy, civil liberties, ba.sic human 
rights artti local autonomy, and against 
rutlioritarianism. whenever a chance for its 
expression was provided as during the Indian 
general election of 1977 as well as in state 
assembly election and after state assembly 
election since 1977, pointed to the complexity 
of the political and social contradictions 
within south.Asian societies at their present 
stage of development and the difficulties 
involved in attempts to understand their 
character with the help of abstract schema 
and paradigms in an empirical void. 

In post-emergency India, a fresh impetus 
was provided by a section of the academic 
community and intelligentsia for the 
study—more precisely; for study based on 
participatory or action-based research—of 
the numerous grassroots movements scat¬ 
tered throughout the length and breadth of 
the country, which have been bngaged in, 
struggles against the entrench^ oppositiqa 
of certain sections of the bureaucracy or 
such elements of stme power as those ti^- 
senting powerful segnwntsof theaoeiety and 
economy. 

’Thus, for exOnipiKy Lokafa* Kis, darittg. 
the tagt ten yean dr. so. jgiowh into » vast 
netv^krof tdkOigi^ whO’4iwt;itt:^dr'«neiF- ‘ 
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gies to the task of accumulating informal 
tion and knowledge idmut concrete social 
and poHtical interactions directly relevant to 
the tasks in which the mass of the people 
of any given locality are engaged and to the 
dtflkulties they experioice in ensuring that 
thdr basic and fundamental rights and liber* 
ties we not taken away from them by the 
ever-extending arm of coercion of the 
siatt’* 

European political scientists and sociolo¬ 
gists have bm rather slow to grasp the 
significance of state power as a field of 
empirical enquiry and the need to charac¬ 
terise it in a systematic manner. They have 
also failed to launch new initiatives^^ in the 
direction of analysing grassroots struggles 
by different segments of the population for 
greater equality and democratic participa¬ 
tion in the economic and social life a.s it 
might affect them immediately. By contrast, 
studies in fields relating to the political 
economy of agriculture, the emergence of 
new class forces in the rural hinterland, the 
characterisation of the relationship between 
agriculture and industry and the economic 
role played by the state have made progress 
in European centres of research. 

By grasping their subject by its middle (i e, 
by concentrating on field research at in¬ 
termediate levels between the nation as a 
whole on the one hand and, on the other, 
small communities, and by focusing heavily 
on institutions rather than on underlying 
political, social and economic forces), 
political scientists seem to have lost their 
hold on the two ends. The top end of the 
spectrum of reality with which researchers 
ought to be concerned represents the func¬ 
tioning of the slate in a political atmosphere 
in which conflicts and contradictions arc 
constantly brought to a head, its bottom end 
being represented by a growing volume and 
intensity of political action initiated by an 
increasingly bewildered populace in search 
of opportunities for democratic participa¬ 
tion in decisions affecting their lives, and for 
making sure that their basic fundamental 
rights as citizens arc not eroded to a point 
of disappearance at the hands of an ever en¬ 
croaching state. 

III 

We conclude this brief discussion with a 
few observations on contemporary European 
scholarship in the field pertaining to the in¬ 
ternational role played by the countries of 
the south Asian region. This is by far the 
most sterile patch of scholarly terrain 
covered here—for two related reasons. 

Fint, scholarship In this particular field 
is seldom based on a framework of theory 
wbteb seeks to place 1^ perspective the in- 
tetTiadonal pressures itctbig on the rei^on 
and the lesporisR to thehi of different cta^ 
^ iegmenu of population In south Asian 
counties, or; for that hiatt^, on an vnder- 
staitd^'^f'the ina]t» world contiadlciiont 
whidi ipw. ^{li^atljr^ fttfiy i«fl«c(e!il,(or 


refracted, as the case may be) in domestic 
economic social and political contradictions 
in the individual countries of the region. It 
is often based on a body of scarcely arti¬ 
culated assumptions of a chauvinistic 
character representing a so-called European 
or Big Fowet point of view and really view- 
ing the states in the region as relatively (or 
essentially) passive iiarticipants or onlookers 
in the sphere of international relations. 

At the same time; the section of European 
scholarship which adopts—self-consciously 
or otherwise—a ‘third world’ perspective 
tends to characterise (or rather exaggerate) 
the role of south Asian countries in terms 
of shibboleths such as ’non-alignment’, 
'third areas of peace’, and areas which are 
‘out of bounds' of Cold War antagonisms. 
Though apparently anti-imperialist in 
character, the products of this vein of 
.scholarship and research lack a systematic 
analytic core and miss the very real links that 
bind the ruling element.s of south Asian 
states ujgether with the forces of iinperialLsm, 
both of which collaborate to increase the 
level und intensity of exploitation of the 
mass of the population. 

Second, there is a notable lack of ap¬ 
preciation of the significance of the different 
(and often coniiadictory) components of na¬ 
tionalism in the countries Of the south Asian 
sub-continent which are brought together in 
complex ways, often under difficult concrete 
conditions. Without such an understanding, 
it becomes extremely problematic to assign 
proper weights to iendencie.s of a ‘pro¬ 
gressive’ or ‘rctrogre.ssive’ character in the 
unfolding of the international role played by 
the individual slates in the region towards 
each other and towards the outside world, 
and by the region as a whole (through such 
collectivities as SAAKC) in the wider con¬ 
text of international relations. 

Very few scholars have shown an apprecia¬ 
tion of the roots of ‘third world nationalism’ 
in such a broad sense against which atten¬ 
tion can be focused upon specific empirical 
questions relating to the role played by dif¬ 
ferent segments of sixricty at different con¬ 
junctures of history. Without a constant 
effort to juxtapose ostensibly externally 
orientated initiatives and strategies to 
underlying domestic pressures and develop¬ 
ments, no serious study of the international 
role played by south Asian societies can 
result. We are yet to reach a suite at which 
we can look forward, on present showing, 
to a body of theoretically reliable and em- 
pirkaily variegated scholarship embodying 
sound insights in this area of enquiry from 
Europe. 

Noi«B 

{Thif'ls the revised version of a paper con¬ 
tributed to the Ninth European Conference on 
Mbdem South . Asian Studies (Heidelberg; 
July 9-12,19W).J 

I . TVo pc^ need to be noted. First, Weber’s 


work was used as the inicUectuat inspira¬ 
tion for functionalist and positivist 
.sociology in po.st-war America, mainly by 
such scholars as Parsons and Shils and 
Merton and their students. Behaviourist, 
positivist and functionalist approaches to 
the study oi society went hand in band in 
the generation of ‘comparative' studies pur¬ 
porting to provide typologies of different 
social .and political systems based on com¬ 
mon criteria. Second, over I be years, the two 
broad perspective—Marxist and Wdserian, 
imerpeiieirated to varying degrees in the ap¬ 
proaches adopted by social science resear¬ 
chers, although this may have led to a cer¬ 
tain degree of eclecticism rather than to at¬ 
tempts at generating a third general alter¬ 
native approach. 

2 Important in this connection is the extent 
to which resources have been committed to 
the development of American academic ex¬ 
pertise of the region, to generating a corps 
of scholars indigenous to the region itseif 
in order to ensure the reproduction of a 
specific kind of understanding with its 
ideological undertones and overtones, and 
to assist those in Europe (and especially 
Britain) who were responsive to what was 
fast becoming the established behavioural 
and comparative approach to politics in the 
most powerful Westcin country. See also 
this author’s ‘American Science of Indian 
Politics; An Essay in the Sociology of 
Knowledge', Economic and fiotitical 
Weekly, Vol Vi, No 23, 1971, pp 1131-1133. 

3 By contrast, their peers in south Asian 
universities still continue to operate to a 
considerable degree as though borrowed 
paradigms have more to reveal about south 
Asian politics and sociology than their 
actual fields of enquiry themselves. 

4 We ought not to overlook the academic in¬ 
terest of Soviet and East European sqholan 
in .south Asian societies and economies. In 
fact, several searching studies have appeared 
over the years in (he Soviet Union analys¬ 
ing the economic development of the 
societies of the sub-continent. See, for ex¬ 
ample, V G Rastiannikar “Agrarian Evolu¬ 
tion in a Multiform Sirucluie .Society; Ex¬ 
perience of Independent India” (Translated 
by Konstantin A Kostrov), Routledge and 
ifegan Paul, London, 1981; Erik Naunovich 
Komarov, et at, “U/lovye Problemy istorii 
Indii'*, Izd-vo “Nauka”, Glov red Vustochnoi 
lil'iry, Moscow, 1981; O V Marlyshin 
“Politicheskie Vzgiiady Dzhava Khardala 
Neru”, "Nauka”, Glav Vostochnoi lit- 
ry, Moscow, 1981. 

3 rather more people-centred social soien- 
tists (smalt in number but endowed with 
good analytical powers) with a radical 
background, during the war years, were ef¬ 
fectively prevented from providing an alter¬ 
native method of enquiry, which might have 
involved placing a stronger emphasis on 
‘mass’ or ‘class’ politics, because of the 
atmosphere of paranoia unleashed by the 
McCarthy witch-hunt. At the same time, it 
must be stressed that social scientists such 
as Rupert Emerson, Edward Shils, Gabriel 
Almond and Harold Laaswell, who consti¬ 
tuted the first generation of ‘estabHshment’ 
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figures in the study of comparative poHtics 
and sociology, were, bgr the standards of the 
times, ‘liheral democratic* in their orienta¬ 
tion to domestic political economic and 
social issues. 

This was especially the case in Britain where 
even political scientists with a somewhat 
vatiegated backgiound (e g, A H Hanson 
and \V it Morris-Jones) wlio subsequently 
re-orientated their viewpoint were, at this 
time, very much caught up in the narrow 
inainstreani. See, for example, A H Hanson 
and Janet lyouglas, “India’s Democracy”, 
Weidenfcld and Sich.ilson, London, 1972; 
A H Hanson, '‘Planning and the Politicians 
and Other hssavs”, koutlcdge and Kegan 
Paul, l%9: Hciny Vladdick, “Democracy 
Decenlialisation and Development”, Asia 
Publishing House. Bombay, 1963; and 
W K Morris-Jones, “The tlovcrnmcnt and 
Politics of India” (third edition), 
Hutchinson, London, 1972. 

The ‘big guns’ of American ‘psephology’, 
who have regularly covered American 
Presidential and Congressional elections 
since the war, did not survey Indian elec¬ 
tions until the 70s. David Butler, cognosctnie 
ol British p.sephology, did not study any 
Indian election until three years ago when 
he paid a lightning visit to Andhra Pradesh 
at the time of the Andhra Pradesh State 
Assembly (mid-term) election (1983), ap¬ 
parently dazzled b) the razzmatazz atten¬ 
ding the re-vitalisation of the 'Nandamiiri 
7braka Rama Rao celluloid phenomenon*. 
A home-grown psephoiogical industry has 
come into existence in India since 1984, led 
by P Roy and supported by India Today, 
the influential fortnightly magazine pub¬ 
lished from Bombay. There have, however, 
been numerous publications right from the 
first Oencial F.Icction (I9S2) onwards, 
analysing poll results from published voting 
figures. This, needless to say, is a somewhat 
different exercise from the study of ‘clee- 
lorat behaviour' from survey data gathered 
directly Irom samples of the electorate at 
the time of the election. 

See, for example, this author's ‘Social An¬ 
thropology in the Political Study of New 
Nation-States’, Curieni Anthropology, 
Vol 14, No 5, pp 557-579; and Donal Cruise 
O'Brien, 'Modernisation Order and the 
Erosion of a Democratic Ideal; American 
Political Science, 1960-70’, The Journal of 
Development Studies, Vol 8. No 4, July 
1972, pp 351-378. 

See, for example, G M Carstairs, “The 
Twice-Born; A Study of a Community of 
High Caste Hindus" (with a preface by 
Margaret Mead), Indiana University Pre.ss, 
Bloomington' (Indiana, USA), 1957; 
A C Mayer, “Caste and Kinship in Central 
India: A Village and Its Region", London, 
Rouiledge and Kegan l^ul. I960; A C Mayer 
and others, “Pilot Project India: The Story 
of Rural Development at Eiawah, Uttar 
Pradesh” (with a foreword by Gobind 
Ballabh Pant), University of California 
Press. Berkeley 1957, M N Srinivas, "Caste 
in Modern India and Other Essays", Asia 
Publishing House, Bombay, 1962; 
M N Srinivas fed), “India's Villages'*. Asia 
Publishing House, Bombayi I960; and 
Robin Jeffery,' “The Decline of Nayar 
Dominance", The University of Sussex 


fh«ss, Fblmer, 1973,. 

Indian social science scholarship, during 
this period, faithfully reflected the 
dominance of the functionaiist paradigm in 
research with certain distinguished excep¬ 
tions (e 8, i P Desai and A R Desai). 

to A distinction should be made here between 
the main preoccupations of social an¬ 
thropologists in Britain and the United 
States. In Britain, with the exception of a 
few scholars who were directly assisting the 
government (e g. Nadelduring the colonial 
period), a vast majority of researchers were 
straightforward academics whose interest in 
their subjects was mainly intellectual in 
character. In the United States, however, a 
large number of anthropological field- 
workers were more or less heavily implicated 
in policy-orientated work, for which they 
received financial support (often of a coven 

' nature) from politically questionable 
.sources, as the aftermath of the exposure 
of the Cameiot project in 1967 showed. 
Johan Galtung has given a graphic account 
of how the cover was blown in Ibis case. 

11 Eg. Ixtuis Dumont, “Homo hierarchicus”, 
Weidenfeld and Nicholson, london. 1962. 

12 E g, Andre Bcteille, “Caste, Clas.s and 
Power. Changing Patterns of Stratification 
in a tlmjore Village", University of Califor¬ 
nia Press, Berkeley, 1965; M N Siinivas, 
“The Remembered Village". Univcisiiy of 
California Press, Berkeley, 1976; I Ci Bailey, 
“Caste and the Economic Fronner; A 
Village in Highland Orissa", Manche.sier 
University Press, Manchester. 1957; 
“Politics and Social Change in Orissa in 
1959", Oxford University Press, Bombay, 
1963; Robert D Stevens, H Alavi and 
P Bertocci (cds), "Rural Development in 
Bangladesh and Pakistan'*, East-West 
Centre, University of Hawaii Press, 
Honolulu. 1976; T Scarlett Epstein, 
“Economic Development and Social 
Change in South India", Manchester 
University Press, Manchester, 1962; “South 
India: Yesterday, Ibday and Tomorrow; 
Mysore Villages Re-visited", Macmillan, 
London, 1973; Ravi K Jain”, South Indians 
in the Plantation Frontier in Malaysia" (\ble 
Southeast A.sian StutUes, S), Ible University 
Press, New Haven, 1970. 

13 Orthodox marxisis, it is useful to remember, 
have a tendency to work with class based 
organisations and are sensitive to their 
actions, ideological positions, and their 
strategy and tactics: by the same token, they 
tend to ignore large segments of the popula¬ 
tion which are not organised along clear 
class lines, but which nevertheless have to 
face problems of deprivation, oppression 
and domination by better organised 
elements of society as well as by the organs 
of state power. 

14 rhanks to their declaration of independence 
from the mainstream, we have for a number 
of years now enjoyed the benefit of such 
publications as the Bulletin of Concerned 
Asian Scholars (in USA) and the Journal 
of Contemporary Asia, not to mention a 
number of useful books. 

15 After 1967, a few Marxist-Lenioist sup- 
poiKn-S too entered the academic profession 
in the social sciences, but t,hey were often 
oppressed by their better placed, senior and 
more powerful colleagues belonging to the 
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16 Until recoady, Europe an^ American 
preoceupndoh with systamic stability to dtv; 
region <4 g, Selig Harrison, "India: The. 
Most Dangei^ Decades". Princeton 
University Pre^ Prinotton, i960; and "In’ 
Afghanistan’s Shadow: Baluch Nationalism 
and Soviet Ibmptations”, Carnegie Endow¬ 
ment for International Peace, New Ybrk, 
1980; and “Asian Nationalism and 
American Policy”. Free Preu, Otencoe, 
1979), more or less completely obscured the 
vision of scholars with respect to the strug¬ 
gles waged by various political and civic 
organisations for ensuring minimum civil 
rights to the people. 

17 There werei of course, notable exceptions, 
but these were, by and large, home-grown 
sociologists or social historians (e g, 
A R Desai, "The Social Background of the 
Indian Nationalist Movement**, Asia 
Publishing House, Bombay, 1964; Bipan 
Chandra, “The Rise, and Growth of 
Economic Nationalism in India; Economic 
Principles of the Indian National Leader¬ 
ship. 1880-1905*', Peoples Publishing House, 
New Delhi, 1966; Nirmal Kumar Bose. “The 
Structure of Hindu Society", translated with 
introduction and notes by Andre Beteille. 
Sangam Books, New Delhi, 1976; and 
I P Desai, well known for his mimerous 
essays and reports on disadvantaged see- 
tions of society) who had the good loriunc 
not have enjoyed the dubious advantages of 
training in Occidental centres of research 
and higher education. 

18 I'hc Keynesian approach dominated the 
academic .scene. There were, of course, a few 
marxist scholars (e g, Maurice Dobb), but 
they exercised a more pervasive influence on 
students from the colonies than on those 
Irom home. Numerous examples of studies 
by European scholars embodying the ‘social 
welfare* approach can be cited, but it is suf¬ 
ficient to note that even some of the most 
perceptive of these studies can be very ob¬ 
tuse to issues of a ‘class' related nature. See, 
for example, C J Bliss and N H Stern, 
"Palanpur: The Economy of Indian 
Village”, Oxford University Press. Bombay, 
1982. 

19 By'no means were all historians, or even t 
majority of them, could be thus described 
But, there were a sufficient number of then 
to warrant the statement that their innueiici 
was pervasive. See, for example, E T Stokes 
‘ The Peasant and the Raj: Studies it 
Agrarian Society and Peasant Rebellion it 
Colonial India" (Cambridge South Asit 
Studies No 23), Cambridge University 
Press, Cambridge, 1980; J A Gallagher 
Gordon Johnson and Anil Seal, “Locality 
Province and Nation; Essays on Indiai 
Politics: 1870-1940”, Cambridge University 
Press, Cambridge, 1973; J A Gallagher 
“Tlie Decline Revival and Rill of the'BfitisI 
Empire** (The Fbrd .Lectures and othei 
Essays, posthumously edited by Anil Seal) 
Cambridge University Press. Camtoidf^ 
1982; B R Tbmiinson. "Th4 FoHtIca 
Economy of the Raj 1914.1947: Thi 
Etonomics of Decolonisation to India’ 
(Cambridge Commonwe^tA'Series);; MaC 

, miflan, London. 197^ C.J Bak^«^ D A 
Weshirpok (eds). "SwKn ttofia: FbliU^a 
iHBitiuiioAsand Social Change l880-t949’ 




Holmes and Meier, Delhi, I97J: Judith 
M Brown, Modern India: The Origins of 
ah Asian Oomocracy (Short Oxford History 
of the Modern World Series), Oxford 
University Press, london. 1V84; C J Baker, 
“The Politics of South India 1920-1937” 
(Cambridge South Asian Studies No 17), 
'Cambridge University Press, Cambridge, 
1977. 

20 E g. T O Kecsinger, “Vilayatpui 1848-1968”, 
University of Calitoinia Press. Berkeley, 
1974: M N Snnisas, "The Kcnicmbeied 
Village”, op cii. W H and C V Wiser, 
"Behind Mud Walls 1930-1960”, University 
ot California Press, Berkeley. 1969. 

21 h g. Peter Woisley, “The Third World” 
(Nature of Human Society Series), Univer¬ 
sity of Chicago Press, Chicago, 1973; “The 
Three Worlds of Culture and World Deve¬ 
lopment”, University of Chicago Press. 
Chicago, 1984; W F Weriheim, “Evolution 
and Revolution: The Rising Waves of 
Emancipation”, Penguin Books, Harmond- 
swofth, 1974; Jan Breman (Weriheim’s star 
pupil), "Of Peasants, Paupers and 
Migrants". Oxford University Press 
Bombay. 1985; “Piitronage and Exploita¬ 
tion: Changing Agrarian Relations in South 
Gujarat, India”. University of t.'alifornia 
Press. Berkeley, 1974. 

It IS also worih noting that Georges 
Ualandier has intiuenced African stiidic.s in 
a similar vein, aibcit'from a vantage point 
of historical research applied to anthropo¬ 
logical field material See his "Ambiguous 
.M'lica; Cultures in Collision” (translated 
Helen Weaver), Meridian Press, New York, 
19f>9; and “ITie Sociology of Black Africa: 
Social Dynamics in Central Africa" 
(translated Dougats Gaiman). Praeger, 
New \ork, 1970. 

22 .See, fot example, Maria Mies. “The l.acr 
Makers of Narsapur: Indian Housewives 
Produce lor the World Market’, Zed Press, 
London, 1982: Ursula Sharma, “Women's 
Work. Chars and the Urban Household”, 
Tasistock Publications. London, 1986; 
LMirabeth Whitcombe, "Agrarian Condi¬ 
tions in Noiihcrn India: Volume I The 
United Provinces under British Rule, 
1860-191X1", Universiiy of California Press. 
Berkeley, 1972; Bina Agarwal, ‘W'omen, 
Poverty and Agricultural Growth in India’, 
The Journal of Peasant Studies, Volume 1 J, 
No 4 (July 1986). pp 165-220. 

23 E g, PUCL as well as ad hoe commissions 
which have gone into a wide variety oftiues- 
lions ranging fiom slate government spon¬ 
sored murderous ‘encounters’ against 'Nax- 
aliies’ to the pogrom against the Sikh com¬ 
munity in a number of cities (especially in 
Delhi) after the a.ssassination of Indira 
Gandhi, to mention only t wo examples. Sec, 
for example, Amiya Rao et al, “Oppression 
in Punjab”, A. Hind Mauioor Kisan Pan- 
chayai Publication, New Delhi, 1985, which 
was banned by the. jndian government. 

. 24 The Journal of Peasant Studies must be 

- given pride of place among the sources of 
research information on and analyses of the 
atrariati question in south Asian countries 
mfilabUin the West {the only comparable 
ki^i:!l iijindia hseif being £F<in<Mti(|r umf 
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‘Review of Agriculture’). Ranajii Cuba’s 
“Subaltern Studies” (consisting of four 
collections already published and a nfih in 
press), of Eiiiopcan gestation and Antipo¬ 
dean delivery, represeiits the conin 
butionv—severally and individiialI> -of a 
school of vo< ial and economic historians 
and soeiologistv on questions relating to 
agricultural development in different (laris 
of the sub-continent along the lines of a 
Cramscian paradigm. A number of in¬ 
dividual authors (e g, Agarwal, Alavi, 
Breman. Boyce, Harriss, Whitcombe, 
Pandey. Amin and Sen Gupta) have also 
produced studies of great value on spccitic 
areas and periods. See, for example, Bina 
Agarwal. "Mechanisation in Indian 
Agriculture: An Analytical Study Ba.sed on 
the Punj,ib”, Allied Publishers, 1983; 
J Boyce, “Agricultural Growth in 
Bangladesh and West Bengal” (unpublished 
PhD thesis), Oxford Universiiy (Bodleian 
Library), Oxford, 1984; John Harris.s, 
“Capitalism and IVasant Farming; Agrarian 
Structure and Ideology in Northern ramil 
Nadu", Oxfoid Universiiy Press, Bombay, 
1982, Shahid Ainm, “Sugarcane and Sugai 
In Goral.hpur; An Inquiry into Peasant Pio- 
duction for C apiuilist Enterprise in (.'siloiiial 
India", Oxford Universiiy Prcs.s, Delhi, 
1984; Niimal Sen Gupta (ed), "Foiirih 
World Dynamics: Jharkhand”, Authois 
Guild Publications, New Delhi, 1982; 
G Piiidey, “The .\sccndcncy of the Congress 
in Uttar Pradesh 1926 .34: A Study in Im¬ 
perfect Mobilisation”, Oxford Universu) 
Press Delhi. 1978. 

25 Tlie theoretical debate on the mode of pro¬ 
duction in Indian agriculture has been well 
summarised in Alice rhoriier, “Semi 
feudalism oi Capilalism?; Debaie on 
Classes and .Modes of Production in India”, 
Economic and Political Weekly, 
Volume XIll, Nos 49-51, December 4, .1, 
and 18, 1982 (in ihrec parts), pp 1961-1968; 
199)-I99‘J; and 2061-2066. 

26 A number of American scholars have 
moved from theii original position and havi 
in reccnl years espoused a more total ap¬ 
proach. See. loi example, i3aui Brass, “Caste 
Faction and Party in Indian Politics, 
Volume i: Faeiiun and Party", Chanakya 
Publications, Delhi, 1985; Paul Brass and 
Marcus F Franda (eds), “Radical Politics in 
South A.sia’’ (Studies in Communism, Revi¬ 
sionism and Revolution, No 19), Massa¬ 
chusetts Insiiiuie of 'fechijotogy Pre-ss, 
Cambridge (Mass), 1973; Jyoiiriodra Das 
Gupta, "I anguage Conflict and National 
Development: Group Politics and National 
language Policy in India” (Centre for South 
and Southeast Asian Studies), University of 
Calilornia Press, Berkeley, 1970; Francine 
Frankel, "India's Political Economy 
1947-1975; The Gradual Revolution”. 
Princeton University Press, Princeton (N J), 
1978; and Marc Galanier, “Competing In¬ 
equalities: Law and the Backward Classes 
in India”, Oxford University Press, Delhi, 
1984. 

27 In the case of India, .the tendency of the 
stare (i e, the government in control of state 
power at the centre) to interpret demands 
from the-periphery, as disintegrative and 
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centrifugal in character is analysed by the 
author in an article on the relationship 
between Indian nationalism and the ‘ila- - 
tionality' question in Millenium; A Jour- ' 
iwl of International Kelailons, Volume 14, 
No 2, August 1985 (Special Issue on - 
‘Nationali.sm’). 

28 E g, Selog Harrison’s recent study of 
Pakistan with special reference to ‘in- ■ 
dependence' ot ’autonomy’ movements In ■ 

the Not thwest Frontier Prov ince (NWFP) and' ■' 
Baluchistan. Sec his “In Afghanistan's 
.Sliadow: Baluch Nationalism and Soviet 
Temptations”, op clt. 

29 F g, Kuman Jayawardena, "Ethnic and - 

Class Conflicts in Sri I anka: Some Aspects 
of Sinhala Buddhist Consciousness over the 
Rist 1(K) years”. Centre for Social Analysis, i- 
Dehiwala, 1985. i 

30 In a number of articles in The Statesman 
(Calcutta and Delhi), Mainstream, 
Economic and Pubticai Weekly, The World 
Today (March 1986), and eLsewhere (papers 
of the Christian Miehelsons Institute; 
Bergen and in an article in South Asia 
Research, Vot 6, No I of the School of 
Oriental and African Studies, University of■ 
london), 1 have considered the impact of 
•centre-stale relations’ on the development 
of stale power at some length. See also my 
“India since independence: Studies in the 
Development of the Powei of the State”,- 
Volume I; “Centte-Siale Relations: The ■ 
Case of Kerala”, Ajania International 
Books, Delhi, 1985, and a review article on. 
it by Dipiendra Banerjee, entitled 'Power of ' 
the Indian State--and Kerala’ in Economic 
and Miiical Weekly, Volume XXL No 31, 
Aiitusi 2. 1986, pp 1356-1360. 

31 Tin* leim ‘State’ refers to a state of the 
Indian federation; the term 'Slatif refers to 
the Indian state whose power is controlled 
by the party (or the coalition as the case 
may be) returned from time -to time to 
power by the Indian electorate. 

32 'There is a large assortment of such works 
available, a number of them of dubious value 

33 There is a plethora of district-based i-cseaich 
by Indian scholars, though research in 
political science at this level is going out of 
fashion nowadays. 

34 See the review article cited m Note 31 above 

35 See, for example, Rajni Koihari, 'Lokayan's 
Efforts to Overcome the New Rift’, JFDA 
Dossier (March/Aprii 1966), No .52, pp 3-14. 

36 Here again exceptions such as those engaged 
in gender studies, ard the Kerala project- 
ending in 1982—of the Social An¬ 
thropology Centre of Southeast Asian 
Studies of the University of Amsterdam 
should be noted. 

37 Anoilier research area of crucial importance . 
to a systematic characterisation of slate 
power IS an empirical study of the forma¬ 
tion lit diffewn: classes, their scope for 
'class action’ under the pievaiting condi¬ 
tions, and the specific manner in which con- 

' flicts and contradictions between classes 
and between different segments of the same 
elass may be manifested from one phase of 
development of the state to another. It is 
a part of the work now under way by this 
author with special retcrenec to India. 

465 ;.,:- 



Relative Tax Effort of mm 


M A Oommen 


All the Finance Commissions (except the Sixth) have recognised tax effort of a state as afttetor to be considered 
in the allocation of the divisible pool of financial resources among the states. To recogrtise this Is one things but 
to follow it up in the allocation formula with the help of a well-defined methodology is another. 

The Gadgil formula followed by the Planning Commission in allocating the central share of state (dan outlay 
since the Fourth Plan gives a 10 per cent weightage to the tax efforts of states. For this purpose, realisation of 
the target of additional tax revenue is considered as a measure of tax effort. This measure of tax effort, though 
convenient, is unscientific and may even turn out to be iniquitous. 

The Eighth Finance Commission has not remedied the situation. Though it studied the '‘relative taxable capacity 
and tax efforts oj Indian states", its methodology and findings are not known and they have apparently failed 
to carry conviction even with some of its own members. 

Against this background, this paper seeks to measure the r^ative tax efforts of 16 mctjor states during the period 
1970-82. 


IT is very difficult to measure any relative 
magnitude, particularly relative tax efforts. 
However it is important to scale relative tax 
efforts in a federation like India where the 
union has to share substantial resources with 
the states. Tax effort is probably the most 
important self-help effort of a state which 
the union has to explicitly recognise. At any 
rate the nation has a right to know which 
state has contributed its mite to nation 
building. This paper is an attempt to 
measure the relative tax efforts of 16 major 
Indian states on the basis of their perfor¬ 
mance during 1970-1982. 

A widespread Oliver TWist pathology 
among the states is inimical to the partner¬ 
ship spirit implicit in a national planning 
effort in a federation. It may so happen that 
the Planning Commission or even the 
Finance Commission (or possibly a central 
ministry) mav reward a rich state with a poor 
tax effort as against a relatively poor state 
with a good track record in mobilising tax 
revenues. Needless to say, it is only Ht and 
proper that the states should feel free to 
frame tax policies without any fear of loss 
of revenue gap grants offered by any finance 
commission. Theie is a great need to em¬ 
pirically establish which states have done 
well and which not. It may be noted here 
that prudent housekeeping by way of cost- 
effective expenditure and choice of relevant 
priorities aie equally important. However 
this paper is confined only to tax efforts. 

All the finance commissions (except the 
Sixth) have tecognised tax efforts of a state 
as a factor to be considered in the alloca¬ 
tion of the divisible psiol of financial 
resources among the states. 1b recognise this 
is One thing but to follow it up in the alloca¬ 
tion foimula with the help of well-defined 
methodology i.s another. The Gadgil formula 
followed by the Planning Commission in 
allocating the central share of stale plan 
outlay since the Fourth Plan gives a 10 per 
cent weightage to the tax efforts of indi¬ 
vidual States. For them the icalisation of the 
target of additional tax revenue set is con- 
.sldered as a measure of tax effort Apparently 
the Seventh Finance Commission accepted 
thif measutc avtUcy held that while deter¬ 


mining the grants-m-aid to bridge revenue 
gap “consideration should be given to the 
tax effort made by the individual stales In 
relation to the targets for the plan”.' Such 
a measure though convenient is unscientific 
and may even turn out to be iniquitous.* 
Though the Eighth Finance Commission 
“specifically" studied the “relative taxable 
capacity and tax efforts of Indian states”, 
its methodology and findings are not known 
and they failed to carry conviction even to 
some of its members.’ 

This paper seeks to establish empirically 
the relative tax efforts of the major Indian 
states. By and large the reference point is the 
all-India average, rather than an ideal tax 
potential. 

Ihx effort is a process that seeks to 
mobilise more revenue as the economy 
expands and taxable capacity increases. It 
takes several forms such as introduction of 
new taxes, changes in the rates and basis of 
existing taxes, improvement in administra¬ 
tion and the like. It is the total effect that 
we are concerned with. Any measure of tax 


effort has to be related to taxable capacity. 
One of the well known measures of taxable 
capacity is income. In this study we employ 
only this masure of taxable capacity. This 
in a viay is a serious limitation. As a relative 
measure, revenue collection depends on the 
size of income in relation to population, 
degree of monetisation, the type of “tax 
handles” as are available and the like. The 
Central Statistical Organisation (CSO) has 
produced more or less comparable data on 
State Domestic Product (SDP) oiiginating 
in each state Though income accruing is-a 
better measure of state income in the 
absence of such data we have used SOP 
originating in each state (Yi). 

We use the following two measutes of tax 
efforts; 

(a) Comparison of state tax (T) with SDP 
(Y) and 

(b) Comparison of elasticity and buoyancy 
of individual states 

As regards (a) three simple methods are 
used: 

(i) An inter-siate comparison of the average 


Txait 1- SutewtstCoMPAaisoNOFTAXTOlNCOMERATiofT/Y), 1970-71 TO 1972-73 (Average 
or 3 Years) and 1979-80 to 1981-82 (Average of 3 Years) 


SI Stales 

No 

T/Y Ratio 
1970-71 10 
1972-71 

Index with 
All States 
T/Y Ratio 
- 100 

Ranking of 
States 

T/Y Ratio 
l979-«0 to 
1981 82 

Index with 
All States 
T/Y Ratio 
- lOO 
1979-80 to 
1981-82 

Ranking 
of States 

1 Andhra Pradesh 

4.9 

95.2 

8 

8.3 

113.8 

4 

2 Assam 

3.7 

71.8 

n 

3.2 

43.9 

IS 

3 Bihar 

3.6 

70.0 

12 

4.5 

61.7 

14 

4 Gujarat 

5.7 

110.7 

5 

S.l 

70.3 

11 

S Haryana 

5.4 

104.8 

7 

8.2 

1123 

5 

6 Jammu and Kashmir 3.2 

62.1 

15 

4.9 

67.2 

12 

7 Karnataka 

5.6 

108.7 

6 

9.9 

133.8 

2 

8 Kerala 

5.7 

110.8 

4 

9.8 

134.4 

3 

9 Madhya Pradesh 

4.3 

83.3 

10 

7.1 

97.4 

7 

10 Maharashtra 

6.8 

132.0 

2 

8.3 

113.8 

4 

11 Orissa 

3.3 

64.1 

14 

4.7 

64.3 

13 . 

12 Punjab 

6.2 

120.4 

3 

7.7 

I0S.6 

6 

13 Rajasthan 

4.4 

85.4 

9 

6.1 

83.7 

9 

14 Dimil Nadu 

7.3 

141.8 

1 

10.8 

148.2 

I 

13 Uttar Pradesh 

3.4 

66.0 

13 

5.2 

71.3 

10 

16 West Bengal 

4.3 

833 

10 

63 

893, 

8 

AU India 


100.0 ' 

4 

7.3, 

, JOOiO- . 
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Ti/Yl ratio for the first three years 
(from 1970-71 to 197^73) with the last 
three years (1979-80 to 1981-82) and insti¬ 
tute comparison with all state average 
ITi 
J Yi 

(it) a classification of the states based on 
the overall performance in per capita 
income and T/Y ratio covering the 
entire period under study; and • 

(iii) an inter-state comparison of the actual' 
Ti/Yi ratios with a presumptive ratio 
estimated by using a multiple regression 
model. 

Inter-state Comparison of Ta,x 
Income ratio 

An expanding economy may do well to 
progressively siphon off an increasing share 
of income by way of taxes. The taxable 
sources for the state governments are 
statutorily defined. They are common for all 
the states. Therefore, a progressive increa.se 
in the ratio of state tax revenue (T) to state 
domestic product (Y) or T/Y could be con¬ 
sidered as an important index of tax effort. 

In table 1, we have presented the average 
T/Y ratio for the first three years (1970-7! 
to 1972-73) and the last three years (1979-80 
to 1981-82) under study as well as a com¬ 
parison with all-state average lor the two 
periods. An average of three years is taken 
to smooth out the possible abnormalities of 
a particular year as regards income as well 
as tax revenues. The table also shows the- 


relative performance during these two 
periods with all-India average as 100. It may 
be seen front the table that during the early 
period (1970-71 to 1972-73) Tamil Nadu tops 
the list followed by Maharashtra. Five other 
states, viz, Gujarat, Haryana, Karnataka, 
Punjab and Kerala have recorded rates above 
the all-states average. Orissa and Uttar' 
Pradesh take the lowest position. In the end- 
period (1979-80 to 1981-82) also Tamil Nadu 
tops, this time followed by Karnataka and 
Kerala. Maharashtra, Punjab and Andhra 
Pradesh also have above average T/Y ratios. 
The table also shows that some admittedly 
high income states like West Bengal have- 
turned out to be poor performers in tax rais¬ 
ing efforts. The performance of Assam and 
Bihar have been piobably the worst. 

Overall Tax Performance oe siArrs 

Probably a still better method would be 
to compare the tax performance over the en¬ 
tire period under study. We consider each 
state in a time series framework using very 
simple statistical indicators like arithmetic 
mean, standard dcsiation and coefficient of 
variation, and examine the possibility of dif¬ 
ferentiating the various states under difterent 
categories. 

The descriptive measures presented in 
tables 2 and .3 are used to make certain 
observations regarding the tax system and 
categorisation of states based on their tax 
efforts. Per capita income (Y/N) is a widely 
accepted measure of economic activity. In 


table 2 we present the average per capita, 
income (Y/N) and the average T/Y of all the 
states and their coefficient of variation and 
table 3 the corresponding values for indi¬ 
vidual states for the entire period. The year 
1970-71 shows an average per capita value 
of Rs 642.50 for all the states under study 
while 1981-82 gives a figure of Rs 1,702. 
There is almost steady increase in per capita 
income and it is distributed over the various 
states. The coefficient of variation (CV) of 
per capita income for each year may sug-.. 
gest the extent of variation present among 
the states in generating income. The com¬ 
parison of such CV over the years will tell 
whether the same pattern of variation exists 
among the states over the years with respect 
to their relative position in generating 
income. It may be seen from table 2 that CV 
is around 26 per cent over the years 1970-76, 
and it is followed by a sudden shift to 33 per 
cent. It may be interpreted that though the 
states' activities towards genet ating income 
arc difterent, the difference is maintained 
over the years 1970-76. However the dif¬ 
ference has widened over the years 1976-82, 
suggesting that some of the states have ac¬ 
celerated the tempo of their economic acti¬ 
vities and generated more income at a higher 
rate than some others since 1976. 

A similar interpretation helps to compare 
changes in T/Y with Y/N over the period. 
The average value of T/y for all the states 
increases from 4.62 per cent in 1970-71 to 
7.S4 per cent in 1^1-82 with an overall 
average of 6.41 per cent. Among these years, 
there is an extreme case, the year 1980-81, 
which records 0.1312 with a Standard devia¬ 
tion of 0.2537. This suggests that a few states 
have raised more tax revenue this year than 
others. If 1980-81 is omitted, then the overall 
mean comes to 5.81 per cent with a standard 
deviation of 0.0094. Thrning to coefficient 
of variation we see that it increases from 24 
per cent in 1970-71 to around 30 per cent 
in 1974-75. The differences among the states 
in T/Y ratio may be seem to be widening. 
Again, there is a sudden reduction of CV 
in 1976-77 (23 per cent) and probably the 
gap between states in raising tax revenue Is 
seen widening as suggested by the CV in 
1981-82 (31 per cent). 

Thus it is clear that there is wide varia¬ 
tions among the states over these years in 
generating income as well as raising, tax 
revenue. The fluctuations are more with per 
capita income than with T/Y ratio. As there 
is no stable or consistent pattern, the ques¬ 
tion of identifying those states which have 
performed well from the others becomes a 
difficult task. We have attempted a 
classification on the states based on their 
overall per capita income and overall tax- 
inCome ratio. This clas-sification is explained 
below. 

One of the accepted methods of classifica¬ 
tion is based on mean and standard devia¬ 
tion. The overall per capita income average 


Table 2; At i -Siaif, Average of T/Y and Y/N with Their Resff.ctive Standard DEViAiurN 
AND CrtEfFICTENT OF VARIATION FOR PERIOD FROM 1970-71 TO 1981-82 


Years 

T/Y Coefficient of 

Variation of T/Y 

Y/N Coefficient of 

(Per Capita Variation of 

Income) Y/N (in Per Cent) 

1970-71 

.0462 

24 

642.50 

27 


(.0111) 


(170 52) 


1971-72 

.0493 

26 

655.94 

28 


(.0128) 


(181.70) 


1972-73 

.0511 

27 

705.94 

26 


(.0141) 


(187.01) 


1973-74 

.0460 

31 

885.74 

27 


(.0144) 


(238.73) 


1974-75 

.0515 

30 

982.94 

26 


(.0156) 


(252.47) 


1975-76 

.0595 

26 

1003.50 

29 


(.0154) 


(295.56) 


1976-77 

.0634 

23 

1082.50 

3^ 


(.0145) 


(364.67) 


1977-78 

.0621 

22 

Il%.g8 

32 


(.0134) 


(387.67) 


1978-79 

.0662 

24 

1259.13 

33 


(.0134) 


(417.01) 


1979-80 

.0684 

26 

1338.00 

36 


(.0182) 


(481.07) 


1980-81 

.1312 

(Extreme) 

1521.38 

33 


(.2537) 


(498.82) 


1981-82 

.0754 

3\f 

1702.00 

33 


(.0235) 


(570.95) 


Omalt 

.0641 


1081.37 


3 ’■ 

(.0221) 


(323.60) , 



Fjjgutes^h bnekepi are stand4id deviations. 
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wrks out to R» 1,081.37 with a standard - 
deviation of 332.8 (see table 2). The states 
are classified into three; (a) those states 
whose per capita income is above standard 
deviation plus average per capita income; 
Haryana, Punjab and Maharashtra come in 
this group; (b) those states whose Y/N is bet¬ 
ween average per capita income minus stan- 
(tard deviation and average per capita 
income plus standard deviation; Jammu and 
Kashmir, Assam, Gujarat,' UP, Kerala, 
Karnataka, MP, Rajasthan, Tamil Nadu, 
West Bengal and Andhra Pradesh are the 
states coming in this group: and (c) those 
states whose Y/N is below average per capita 
income minus standard deviation; Orissa 
and Bihar fall in this group. Such classifica¬ 
tion based on average and standard devia¬ 
tions is an accepted procedure in statistics. 

As regards T/Y we have simply classified 
the states in each group into two: (a) those 
with above average T/Y and (b) below 
average T/Y. This also is an acceptable pro¬ 
cedure as the states are less apart from mean 
T/Y in each year than T/N (see table 3). 
Given this categorisation the second group 
given in the three-fold classification may 
have to be further split and we get the final 
tally of classification as follows: 

(1) States with very high per capita income 
and tax income ratio; Maharashtra, 
Haryana and Punjab fall in this group; 

(2) States which have good per capita in¬ 
come and tax income ratio; Gujarat, 
Karnataka, Uunil Nadu, Andhra Pi^esh 
and Kerala fall in this category; they arc 
the nomaily behaving states; 

(3) States which arc poor performers; they 
are states with a relatively better record 
in terms of per capita income, but with 
below average performance in terms of 
tax-income ratio; Assam, Jammu and 
Kashmir, Rajasthan. UP, MP, and West 
Bengal belong to this group; and 

(4) States with low income and low tax- 
income ratio; Bihar and Orissa come in 
this category. Probably for broad policy 
and decision-making purposes such a 
classification may be helpful. 

In table 3 we present also the ranking of 
states based on the overall T/Y ratio. Tkmil 
Nadu easily tops the list. (In this context, 
see also table 1.) In fact, Tamil Nadu’s T/Y 
ratio for the entire period is above the all- 
state average plus the standard deviation.. 
Kcrala^nd Maharashtra occupy the .second 
and Karnataka the third place. Punjab with 
the highest per capita income fall way below 
Uunil Nadu, Kerala, Karnataka and Andhra 
Pradesh in terms of overall tax performance. 
Wsst Bengal with an above average per 
capita income (5th place) has only a low- 
ranking in terms of overall T/Y latio (9th 
place). The performance of Gujarat also 
leaves many things to be desired (see tables 
1 and 3). 

Comparison OF actual T/Y with a 
PRESUMPTIVE T/Y Ratio 

Ideally, relative tax efforts can be com¬ 
pared. if we can arrive at a normative stan¬ 
dard rate. We think that a fairly good 

4<tt 


by compai^ the actvid tiuio an- 
average response to such tax handles as are 
avaiU^le, In view of the lack of comparable 
data on the actual tax basn for each one of 
the states, one may have to take to proxies 
which may be treated as potential bases. 
Using cross-section data from the 16 states 
under study for the period 1970-71 through 
1981-82, an equation of the following form 
was run in a stepwise fashion. 


T/Y= 


a -hbjY,, -t^bjYjj +b^ Y/N-i-U 


(I) 


where T/Y is state taxes-state income'ratio 
for all states, YA is income from agriculture, 
Yj., is income from manufacturing, Y^j is 
income from hotels, trade and commerce 
and Y/N is per capita state income, N being 
total population. We have used YA as a 
proxV for taxable income from agriculture. 
Sales tax is the single major source of tax 
revenue for all the states. Consumption or 
actual sales turnover is probably the best 
index of the ability to raise sales tax of a par¬ 
ticular states. But such data are not readily 
availi^le Y^., is a surrogate for that. Part of 
the tax potential of sales tax, state excise, etc, 
could also be captured by Y^, as it consists 
of the value added from manufacturing. At 
any rate the SDP originating in the manufac¬ 
turing sector of a state could be taken as a 
proxy base for the general sales tax on pro¬ 
ducer goods. Per capita income was con- 
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' prehobiW 

were not sure df tihetmpiricsif reMvwoe t^ 
these independent vaii>ble$ we Ae Step¬ 
wise regression which includes one vsitteble 
into the regression equation at one instant 
We have followed the crilprion tlpt the most 
important explanatory variiAle using n* 
priori leasoidng is idloWed to enter fust then 
the second and so on. We have pven Y^j/Y, 
first priority based on the. observed fact that 
in almost alt the states under study com¬ 
modity taxation occupies th< single hugest 
component of state tax revenue. We found 
that in all the years Y^/V emerged pro¬ 
minently (not reported) and that along with 
the other variables Y/N lost its sitpiiHcance. 
Hence in the multiple regressions which we 
report in the paper we have left out Y/N 
from the aigument. The equation we em¬ 
ployed finally takes the following form: 

T/Y = a + b, 


Y.2 + b, Y., 


+ b, YA (2) 


Having estimated the equation, we plug in 
the actual values of the independent 
variables for a particular state^ to calculate 
its presumptive tax effort or T/Y. Dividing 
the actual T/Y ratio by the presumptive ratio 
we obtain an index by which to compare the 
effort of this particular state with that of 
others. 

The results for two end-points, viz, 
1970-71 and 1981-82 based on equation (2) 
are reported below: 
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0) t (W0-71)-0.003+0.19«7 + 

Y — 

(3.2072) (4.0241) 

0.1101 Yj, + 0.0215 (3! 

T Y 

(1.3890) 

R* = 0.7909 

(2) T (1981-82) « 0.158 + 0.0935 Y,j 

V Y* 

(0.4765) (0.7584) 

0.1453 Y^i - 0.1744 YA (4) 

y- V 

(-1.8119) 

R* 0.3826 

(Figures in brackets are t values) 

Wb have plugged in the relevant values for 
the 16 states under study .into equations 3 
and 4 and the estimated t/V ratios for the 
various states for the periods arc reported 
in table 4. We have also worked out the 
relevant index. Thble 4 shows that the 
actual T/Y ratio of Andhra Pradesh, 
Haryana, Karnataka, Kerala. Madhya 
Pradesh, Maharashtra, Punjab and Ikmil 
Nadu ate seen to be above the presumptive 
tax effort. Assam, Bihar, Gujarat, Jammu 
and Kashmir, Orissa, Rajasthan, UP and 
West Bengal have perfortned poorly in tap¬ 
ping their tax potential. Of these it may be 
noted that Gujarat and West Bengal are ad¬ 
mittedly high income states. Here we may 
do well to note that equation (4) for 1981-82 
is weak compared to equation (3), given the 
low R- and poor t values. Also we do not 
get the expect^ sign for Y^,. A negative sign 
Y 

for the proportion of agricultural income is 
understandable in an expanding economy. 
It may be mentioned that we have run the 
relevant regressions for all the years under 
study (not reported in the paper) and found 
that after 1975-76 R’ values have steadily 
declined. Under the dynamics of change tak¬ 
ing place in the economy presumably more 
variabls may have to be introduced to cap¬ 
ture the changes in tax-income ratios. 

Buoyancy and Elasticiiy 


on changes in tax receipu due to emnges in 
tax rates, tax base, exemptions, etc, are not 
readily available especially when we want 
data for different states. 

A number of methods have been used for 
generating a series of tax receipts net of the 
impact of discretionary changes. We follow 
the proportional adjustment method for 
cleansing the tax revenue series of discre¬ 
tionary effects. This method adjusts the tax 
revenue yield for each year under study to 
derive a series based on the structure of rates 


and exemptions for It aMthct'lo’' 

each observation a sequence of multi* 
pticative faaors which roeasure the revenue 
impact of discretionary changes In each year 
and adjust each year's actual yield to the 
previous year's basis according to the impact 
of discretionary changes in the year. Thus, 
if actual collection in year T, are 100 and 
discretionary changes in the year account for 
10 of that 100, so that at the tax rate of year 
Fj, revenue would have been 90, revenues in 
year T, are multiplied by 90/100, thus 


FabieS: SiAtEwistDisrRtBUTiONorMcANT/Y and Mean Y/N and Standard DtviAriONroa 
THE Period Under Study (1970-71 lu 1981-82) 


States 

T/Y 

Y/N 

Rank'(y/N) 

Ra«kl(T/Y) 

Andhra Pradesh 

0.0675 

966.5 

9 

5 


(0.0146) 

(271.4) 



Assam 

0.0379 

865.9 

12 

15 


(0.0002) 

(258.7) 



Bihar 

0.0406 

680.1 

16 

12 


(0 0059) 

(179.9) 



Gujarat 

0.0662 

1328.5 

4 

7 


(0.0154) 

(422.7) 



Haryana 

0.0687 

1581.0 

2 

4 


(00110) 

(552.0) 



Jammu and Kashmir 

0.0399 

990.9 

7 

13 


(0.0099) 

(346.8) 



Karnataka 

0.0745 

1043.1 

6 

3 


(0.0183) 

(249.1) 



Kerala 

0.0748 

977,75 

8 

2 


(0 0174) 

(283.31) 



Madhya Pradesh 

0.0568 

813.6 

14 

8 


(0.0123) 

(215 2) 



Maharashtra 

0.0748 

1500.7 

3 

2 


(0.0068) 

(500 7) 



Orissa 

0.0393 

773.9 

15 

14 


(0.0078) 

(237.7) 



Punjab 

0.0674 

1653.4 

1 

6 


(0.0067) 

(657.2) 



Rajasthan 

0.0509 

925.6 

U 

10 


(0.0077) 

(258 4) 



Thmil Nadu 

0.0864 

926.1 

to 

1 


(0.0159) 

(243.5) 



Uttar Pradesh 

0.0457 

830.4 

13 

11 


(0.0090) 

(258.3) 



West Bengal 

0.0524 

1144.3 

5 

9 


(0.0090) 

(285.4) 



All state average 

0.0641 

1081.3 




(0.0221) 

(323.6) 




Note: Figures m brackets are standard deviations. 


Tabie 4; Raho or Actual 7 ax-Incoml Ratio (T/Y) to Estimated Tax-Income Raho (T/Y) 

OF Individual States 


We have already underlined the fact that 
an increasing propoition of the additional 
income generated may be siphoned off to 
meet the expanding needs of a growing 
economy. The degree of responses of a tax 
system is usually measured in terms of the 
changes in the total tax revenue to changes 
in income It is a measure of the buoyancy 
or total tax responsiveness of the tax system. 
The deliberate e^'orts made to collect taxes 
may get leflected in this measure along with 
the built-in flexibility of the tax system to 
absorb additional income generated. For 
estimating the true elasticity as against the 
total buoyancy one has to adjust the figures 
of actl^ recepts for thee^i of the discre¬ 
tionary oedelibeEate dunges made Such ad- 
jttstihents posa difficulty as separate figures 


Slates 


1970-71 



1981-82 


F/Y 

T/Y 

(T/Y) 

f/Y 

F/Y 

t/Y 

(T/Y) 

t/V 

Andhra Pradesh 

5.39 

4 81 

112 

8 4.1 

6.42 

131 

Assam 

3.64 

4.48 

g] 

3 22 

6.44 

50 

Bihar 

3.52 

3.84 

92 

480 

7.63 

63 

Gujarat 

4.81 

5.55 

87 

8.75 

9.42 

92 

Haiyana 

5.09 

4.22 

121 

8.61 

6.25 

138 

Jammu and Kashmir 

2.84 

3.68 

77 

6.15 

7 35 

84 

Karnataka 

5.12 

4.41 

116 

1047 

6.95 

151 

Madhya Pradesh 

4.34 

4.11 

105 

7.26 

6.77 

107 

Orissa 

3.20 

4.16 

77 

4.58 

4.95 

92 

Pua/ib 

5.98 

4.89 

122 

8.09 

7.83 

103 

Raiasthan 

3.82 

4.10 

93 

6.23 

6.67 

93 

Ihmit Nadu 

6.27 

5.99 

105 

12.58 

10.61 

119 

Uttar Pradesh 

3J9 

4.31 

83 

5.57 

7.92 

70 

Wst Bengal 

4.07 

5.55 

73 

7.00 

8.64 

81 
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Tabi^S: BucvANor and Elasticity Estimates 
OF Total STAre Tax Revenue of the 
O lFFEKENT STATES (1970-71 TO 1981-12) 


Sutes 

Buoyancy 

Elasticity 

Andhra Pradesh 

1.5187 

1.5060 

Assam 

0.9321 

0.7712 

Bihar 

1.2207- 

0.8328 

Gujarat 

1.3911 

I.2I78 

Haryana 

1.3767 

1.1935 

Jammu and Kashmir 

1.4305 

0.7277 

Karnataka 

1.6688 

1.2568 

Kerala 

1.6107 

1.3127 

Madhya Pradesh 

1.5049 

1.2880 

Maharashtra 

1.1713 

0.9874 

Orissa 

1.3358 

0.8697 

Punjab 

1.2088 

1.0320 

Rajasthan 

1.3097 

1.1056 

Dimll.Nadu 

1.4128 

1.1375 

Uttar Pradesh 

1.3848 

1.0212 

West Bengal 

1.4697 

0.9334 


KEling them down by 10 per cent, to what 
they would have been without the discre¬ 
tionary changes of year T,. By using such 
multiplicative factors a series of revenues 
based on the tax structure of the first year 
can be derived.^ The estimates of the tax 
revenue impact arc derived largely from the 
RBI Bulletins which give estimate of revenue 
impact as revealed in annual budget docu¬ 
ment ojT states. We proceeded on the assump¬ 
tion that the actual coincides with the 
estimates which may not necessarily be true. 

The following equations have been used 
to estimate buoyancy and elasticity co- 
efricienLs: 

(a) log T = log a, + b, log Y -i- U, (5) 

(b) log T^ = log aj f Dj log Y -F Uj (6) 
where T denotes actual state tax revenue, 
T^ stands for adjusted tax revenue and Y 
for state domestic product and U,, Uj arc 
error terms. Buoyancy is given by b, and 
elasticity by bj. 

'Ihble S gives the buoyancy and elasticity 
estimates of total state tax revenue of dif¬ 
ferent states. The only state with both 
elasticity and buoyancy less than unity is 
Assam. By this reckoning the tax effort of 
the state is of a poor order. Besides Assam, 
the elasticity coefficiency is less than unity 
for Bihar, Jammu and Kashmir, Maharashtra, 
Oris.sa and West Bengal. Apparently the rate 
structure of these states are not progressive 
enough to automatically siphon off as tax 
revenue additional proportions of income as. 
the state economy expands. However we do 
not place much faith in the elasticity co¬ 
efficient as we did not have reliable data to 
make proper adjustments. Reckoned in 
terms of unadjusted elasticity which we call 
buoyancy, Karnataka, Kerala, Andhra 
Pradesh, Madhya Pradesh, etc, are better 
performers and rich states like Maharashtra 
and Punjab are relatively poor performers. 

Ib conclude, tax effort of a state may be 
treated as a relationship between the tax 
revenue collected and some measure of tax¬ 
able capacity. Ihxable capacity is a concept 
that defies absolute measurement. So we. 
have measured it in relative terms. We have 


considmid iMte domatte {hoduct a* an 
index of taxable capacity. . 

The study of the coefficient of variation 
of per capita income shows that though 
there is diiTeience in the activities among the 
states in generating income, the difference 
is .maintained over the years 1970-76. 
However the differences have widened since 
then suggesting that some of the states have 
generated more income at a higher rate than 
others. The question is whether those who 
have gained more have contributed more by 
way of tax efforts. Reckoned in terms of the 
several measures of tax efforts we have used 
it is seen that the south Indian states, notably 
Ihmil Nadu, have an excellent track record 
of tax effort. While Kerala’s performance is 
easily among the top brackets, one may 
hasten to add that the state domestic pro¬ 
duct of Kerala does not fully reflect the 
income accruing from abroad and the high 
degree of monetisation the state enjoys and 
therefore her position may be slightly 
overstated. But this may probably be ignored 
as SDP figures of CSO have been rationalised 
m the basis of all-India guidelines and hence 
the relative position cannot be ignored. The 
performance of West Bengal measured in 
terms of tax ratios which we have examined 
is unmistakably poor. It is also a matter 
for further examination whether some of the 
rich states like Gujarat have tapped their 
potential fully or not. While the perfor¬ 
mance of some relatively poor states like 
Madhya Pradesh has been good, the efforts 
of Assam, Uttar Pradesh. Jammu and 
Kashmir, etc, leave many things to be desired. 
An unmistakable conclusion that emerges is 
that the question of comparative tax efforts 
of Indian states needs closer scrutiny and 
continuous investigation. 

[1 wish to acknowledge the comments of 
' IS Culati, Chandan Mukherji and K K George 


on. the first draft Of this pap^ftabff'iiiliali iigi ’ 
thank K Kalyanaraman for the help in cdctda- 
tions and computer programming.] 

Notes 

1 Report of the Seventh Finance Commission, 
1978, pp 76-77. 

2 The Swenth Commission in regard to the 
division of the divisible pool of excise, 
followed a method to derive the per capita 
revenue potential of each state by regressing 
the per capita revenue on the per capita 
incomes and seeking to measure the distance 
of each sute’s estimated per capita revenue 
from the maximum estimated per capita 
revenue from among all the states (that of 
Punjab). The percentage of product of the 
disuince of the per capita rewnue so- 
estimafed from that of Puidab'and the 
population for each state in the total of these 
pr^uas for all the states gave the share of 
each state in the 2S per cent component of 
the divisible pool of excise. It may be noted 
here that “if a state has been lacking in ef¬ 
fort to raise resources compatible with its 
resource potential, it will not be rewarded" 
(see Seventh Finance Commission, p 87). The 
revenue potential here comprises both tax as 
well as non-tax revenues. 

3 See report of the Eighth Finance Commis-' 
sion, 1984, pp 138-39. 

4 The SDP data for each state as well as its 
relevant components (Y., Y^., and are 
taken from CSO, “Estimates of state 
Domestic Product, 1960-61 to 1982-83” 
(department of statistics, ministry of plan¬ 
ning, government of India, New Delhi 
1984). 

5 This method first u.sed by A R Prest (see 
his paper 'The Sensitivity of the Yield 
of Personal Income Tax in the United 
Kingdom’, Economic Journal, September 
1972) has been followed by many scholars 
in India and abroad in similar studies. 


Fellowship Prosramme in Social Management 

conducted by 

Behavioural Science Centre, St. Xavier's College 
Ahmedabad 380 009 

A Two-Year (Four Tterms) Post-Graduate, residential prosramme to train 
committed and competent manasers of human development and social 
chanse, which integrates theoretical understandins, personal growth and 
practical experience, beginning July 1987. 

The programme aims to provide a framework for action for fresh graduates 
who seek to initiate development activity of their own. Experienced 
development worters who wish to evolve a sound theoretical perspective 
of their work may be allowed to complete the programme in two terms. 
Limited financial and placement support. 

Write for details to the Co-ordinator. FP$M, at the above address. The last 
date for receipt of applications is 18th April 1987. 


.470 




Utilisation of Demographic Data for Policy-Making, 
Planning, Monitoring and P<\alna\ion 

A Note on Some Critical Issues 

Ashish Bose 

Very liftle ^fort has been made over the years to streamline the demographic data base by better management 
of the data systems. The emphasis has largely been on the expansion of the data base rather than on consolidation 
and improvement in the quality of data. No real ejforts have been made to restructure and modernise the data 
base so as to ensure speedy dissemination and the fullest utilisation of such data. 

Some critical issues in regard to utilisation of demographic data are raised in this note. 


THERE are at least three reasons why 
demographic data are not effectively utilised 
in our planning exercises and in our efforts 
to monitor and evaluate varoius ongoing 
programes, especially health and family 
planning programmes; 

(a) Over the years, very little effort has been 
made to streamline the demographic data 
base by better management of the data 
systems; 

(b) The emphasis has largely been on the 
expansion of the data base rather than on 
consolidation and improvement in the 
quality bf data; and 

(c) No real efforts have been made to 
restructure and modernise the data base so 
as to ensure speedy dissemination and the 
fullest utilisation of such data. 

Let us begin with the Census of India, the 
largest single source of statistical informa¬ 
tion about the life of the people. We are in¬ 
deed proud of the Indian Census which 
dates back to 1872; very soon we would be 
preparing for the 1991 Census. Unfortu¬ 
nately, however, the census organisation 
suffers from a high degree of obsolescence. 
It continues to be headed by a non- 
protessional lAS officer (ICS officers in 
earlier times) with the rank of a joint 
secretary, under the ministry of home affairs. 
He does not have the financial power to get 
the voluminous census materid printed in 
private presses—and there are hundreds of 
such publications collecting dust in the 
manuscript form because the government 
presses cannot and do not handle such prin¬ 
ting on a priority basis. The census organisa¬ 
tion does not have its own press. This state 
of afbirs has persisted right from 1951 for 
no fault of the census commissioner and 
registrar general. Nobody knows when and 
what census volumes have been published. 
We still do not know if all the volumes 
planned for the 1971 census have been pub¬ 
lished. We can only hope that all the 1981 
. census publications will see the light of the 
day at least by 1991. 

The government of India, under whose 
' direct charge the census is conducted 
throughout ^ country, wakes up only three 
years prior to the census and seMis to have 
written off the census as* merriy a ten-yearly 
affair, ft is like midthig preparations for the 
kwdM ntda every 12 years! Numerous 
semiewil, inferences, working groups and 


task forces have made important recommen¬ 
dations regarding the census but there is no 
evidence that anybody in the government of 
India has taken any serious note of these 
recommendations. Home ministers have big¬ 
ger things to deal with: collection of data 
once in ten years is nm visualised as a priority 
problem. Home ministers come and go; 
home secretaries arc transferred. In any case, 
economic and social planning, monitoring 
and evaluation of various programmes 
under the five year plans are not the areas 
of concern of the home ministry but basically 
of the planning ministry. 

Who should man^e the census then? The 
planning ministry? The department of 
statistics? The census officials themselves are 
quick to point out that economists and 
statisticians, no matter how competent they 
are, cannot conduct a census in a country 
like India. Unless the district magistrate or 
the collector is involved, the rural masses will 
simply ignore the technical staff and census 
enumeration would become impossible in 
spite of the Census Act of 1948 under which 
it is obligatory for the people to provide the 
necessary data to the census enumerato,s. 
There is a lot of merit in this argument but 
what it boils down to is as follows; A 
magistrate is better equipped to supervise the 
census enumeration but is the magistrate the 
best person to supervise census tabulation, 
analyse census data and write reports? Fur¬ 
ther, is there any justification for putting 
census under the home ministry merely 
because the British did it in 1872? The ICS 
officers, no doubt, did a remarkable job of 
census-taking and producing encyclopaedic 
volumes on the life of the people of India, 
the multitude of religions, eastra, tribes, 
languages and dialects which always fasci¬ 
nated the British. But are we looking for 
such volumes of beautiful English prose? Or, 
is our demand today for computer tapes 
which will enable the planner, policy-maker, 
administrator and researcher to make the 
maximum use of the statistical information 
by cross-tabulation of data. All these ctdl for 
a different type of skill. 

,But there are limits to this line of think¬ 
ing. The National Sample Survey Oiganisa- 
tionj(NSSO) is not under the home ministry 
but under the department oi statutics in the 
ministry of planning and is manned by 
technial personnel, mostly statisticians. Are 
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things better in NSSO? What about the 
quality of data? What about the time lags 
between collection of date and dissemina¬ 
tion of data? Could the NSSO also not be 
better managed? Simplistic solutions merely 
in terms of transferring say, the census 
department from the home ministry to the 
planning ministry and putting an ISS officer 
instead of an IAS officer may not improve 
the state of affairs. 

Management of Demographic 
Data System 

The management of demographic date 
system has the following main components: 

(i) Census of India (conducted every 10 
years) under the office of the registrar 
general, ministry of home affairs. 

(ii) The Sample Registration System (SRS) 
under the office of the registrar general 
(data collected on six monthly basis and 
presented in the form of annual birth 
rates, death rates, infant mortality rates, 
etc). 

(iii) The Civil Registration System (CRS) 
under the supervision of the office of 
the registrar general—a system which 
does not work in spite of our one 
hundred years of effort. 

(iv) The National Sample Surveys (NSS) 
which inter alia periodically (but not 
methodically) collect demographic 
data, and is under the departmmt of 
statistics (it was formerly under the 
cabinet secretariat); and 

(v) Fkmily Planning Performance Statistics 
presented on a monthly basis by the 
department of family welfare; ministry 
of health and family welfare, govern¬ 
ment of India. The tables present de¬ 
tailed data by different contraceptive 
methods on the basis of which the 
ministry makes claims on births averted 
by the family planning programme- 
claims which have been recently ques¬ 
tioned by the Planning Commission 
and the prime minister’s office, which 
have sought to know from this ministry 
why the impact of the family planning 
programme is nor reflected in the 
annual SRS figures for the birth rate. 
The first impulse of the family welfare 
dq»rtment, confronted with such a dif¬ 
ficult question, was to question in turn 
the SRS data under the home ministry. 
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It wai, towever, not realiied by the 
family welfare department that time 
lags in the publication of data may 
make the data obsolete but not 
necessarily invalid. If at all, the SRS 
birth rate data are underestimates and 
it is nobody’s case that the impact of 
the family plannwg programme would 
be insunt. Therefore, the time lags in 
the publication of SRS data do not 
come to the rescue of the family welfare 
department nor do the underestimates 
in SRS data! While the concerned 
ofTicials got bogged down in these 
needless controversies, several scholars 
pointed out that the SRS sample size 
did not permit generalisation at the 
district level, let alone the block level. 
The least that one would look for while 
studying the impact of the family plan¬ 
ning programme would be data at the 
district level. The SRS was utterly 
inadequate for such a purpose. 

It was rightly pointed out that to get the 
estimates at the district level, the sample size 
would have to be substantially increased. 
This in turn would call for substantial ex¬ 
pansion of the staffing pattern, training pro¬ 
grammes, supervision, etc, and thus call for 
a substantial increase In the SRS budget. It 
seems the question is still pending with the 
cabinet secretariat and a view has been taken 
that the Civil Registration System should be 
improved instead of investing more funds on 
the SRS. If this is true, we would question 
the wisdom of this stand. We have already 
pointed out that we have tried for 100 years 
to introduce a reliable Civil Registration 
System and failed miserably in this effort. 
S^ous rethinking is necessary on this whole 
issue. 

In passing, it must be pointed out that the 
NSS also does nol present data for districts 
(again, the same constraint of sample size). 
In any case, there is no evidence to suggest 
that the NSS dau on birth and death rates 
are more reliable than the SRS data. 

The upshot of the discussion is that we 
have reached a dead-end situation and aie 
left with only family planning performance 
data of questionable quality at'the district 
and block level. How do we then study the 
impact of the family planning programme 
on the birth rate? 

The first question to be ttckled concerns 
the periodicity of such monitoring. Obvious¬ 
ly, the census can throw light on the subject 
only every ten years. So one has to turn to 
SRS, if annual monitoring is in mind. The 
NSS, apart front not being a yearlyaaffair 
in terms of demographic data, cannot be a 
subtiitute for SRS. So the choice boils down 
to SRS versus Civil Registration System. 
Originally, SRS was introduced as a stop¬ 
gap arrangement pending rite collection of 
civil registration data on a reliable basis. But 
civil registration is in doldrums and it is very 
unlikely that in the foreseeable ftiture the 
CRS will be sufficiently geared up through¬ 


out the country to meet the monitoring 
requirements. 

Unfortunately, the fancy Management, 
Informaion Evaluation System (MIES) 
introduced in selected areas of India under 
the foreign-aided ‘Area Projects’ turned out 
to be a dismal failure smd the deparment of 
family weifue sehich controls thM area pro¬ 
jects had no worthwhile explanation to offer, 
in spite of all the money put at their dis¬ 
posal. This highlights the point that more 
than money, we need a better management 
system. 

This brings us to the next h^portant issue, 
namely, the quality of dat£. Professional 
researchers engaged in analysis of census 
data have reason to beUeve that unless drastic 
steps are taken to improve the quality of 
census enumeration, the census data would 
be rendered increasingly utureliable. One 
must squarely face the question of the 
soundness of the policy of conducting the 
census enumeration on payment of a paltry 
honorarium to the school teachers, revenue 
officials and others drafted for census 
enumeration work every ten years. How can 
we rely on this vast army of reluctant census 
enumerators to collect reliable data? The 
same logic applies to persons who collect 
SRS data, though the level of payment is a 
bit higher. There is reason to believe that 
SRS data in urban areas and especially in 
big cities are being rendered unreliable 
because of the poor payment made to per¬ 
sons collecting the dau who have other more 
remunerative avenues of supplementing'in- 
come. The training and supervision of staff 
ate other aspects which deserve priority 
attention. If it is proposed to increase the 
sample size of SRS data so as to obtain 
reliable estimates at least for groups of 
districts (say, division-wise), if not for indi¬ 
vidual districts, much mote than sutisticai 
problems of sample size, management pro¬ 
blems of honorarium, training and super¬ 
vision, would loom large. 

The quality of civil registration dau is so 
poor thm what is called for is not merely a 
revamping the CRS but perh^)$ scrapping 
it in favour of some innovative system. In 
spite of central legislation on the Registra¬ 
tion of Births and Deaths Act, 1969 which 
replaced diverse laws in different sutes of 
India and made registration of births and 
deaths compulsory throughout India, the 
daU collected on births and deaths ate so 
grossly underestimated that one can con¬ 
clude that India faces no population pro¬ 
blem. According to civil registration dau, 
,the birth rate of India is well below 21 per 
thousand, the magic figure we are looking 
for in the year 2001, according to the 
National Health Policy adopted by the 
parliament. (According to the latest CRS 
figure available to me, the birth rate of India 
in 1983 was 15.4 per thousand! In Rajasthan 
it wu S.S per thousand! Acemding to SRS 
data, the birth rate in Rajasthan was 40.1 per 
thousand in 1983.) It should be more than 


clear that CRS dau are unlficdy to be of any' 
use for polky-making, planning, monitoring 
or evaluation. 

We shall not comment on NSS dau as 
NSS is not confined to demographic daU, 
exc^it to say that the quality of NSS dau 
on births and deaths has also been ques¬ 
tioned from time to tima In terms of 
management issues, one should ask: Mong 
with SRS, should the demographic content 
of NSS also be strengthened so as to have 
better validation of dau? 

FP Statistics 

Next we come to family planning perfor¬ 
mance statistics. Elsewhere we have examin¬ 
ed the urget-setting and target-fulfilling 
statistics issued by the department of family 
welfare; Neither the “imported” methodo¬ 
logy of such target-setting nor the actual 
achievements as reported by the different 
states can stand close scrutiny. Yet it would 
be unfair to blame the ministry officials 
alone for the quality of dau. Inherent in the 
policy of the government of India of cash 
incentives (a fancy foreign idea) for family 
planning to different sutes through cash 
awards and personal incentives to individual 
acceptors of family planning, is the tendency 
to over-report the data and an element of 
corruption. In our view, the cash awards to 
states have not succeeded in introducing any 
healthy competition among states but have 
merely encouraged them to inflate the 
figures of family planning performance. 
Likewise, the cash incentives given to indi 
vidual acceptors have encouraged the 
bureaucracy to get as many cases as possible, 
without concern for the eligibility of the per¬ 
sons concerned. In short, quantity has 
eclipsed quality. No wonder, the desired im¬ 
pact on the birth rate is not visible in spite 
of millions of acceptors of sterilisation, 
lUCD, CC, oral pills, etc. lb top It all, the 
evaluation unit of the family welfare depart¬ 
ment is evaluating its own work. Only re¬ 
cently, weresenne outside agencies were com¬ 
missioned to undertake a quick survey in the 
sutes of Bihar, Madhya Piadcsb, Rajasthan 
and Uttar Pradesh (with Maharashtra as 
contrtri) and report to the prime minister’s 
ofiice and also to the ministry of health and 
family welfare. Critics have raiacd a ques¬ 
tion regarding the expertise of these outside 
agencies in dau collection. But then there 
are very few organisations outside the 
government which are well-versed in the art 
and science of dau coUection at tlw field 
level, especially when sensitive issues like 
family planning are concerned. The opera¬ 
tions research group (ORC) of Baroda seems 
to be almost in a monop^tic position in 
this regard. Uilfortuiutdy, the departnient 
of family welfare whieh funds p^wtatiM 
research centres (PRCs) in diffetm witiver- 
sities and research institutions in India, has 
tended to equate research with data ^ 
lection and has fisiled to promou these nt<^ 
as centres of excellence, at centres ecnnlng’ 
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oitt with bade Kse^h bn (he ecHnplet 
rdationahfp between poinilatlon issues in the 
context of development, on the development 
of a suitri>le methodedogy of data collection 
undCT Indian situation, techniques of moni- 
torii^ and evaluttion of ongoing health and 
family planning programmes, on policy 
alternatives and options for the planners and 
policy'roakers and such other challenging 
issues. In short, the management of research 
is closely linked up with management of 
data collection, analysis and working out 
policy-implications and calls for fresh think¬ 
ing. The way out is not to think in terms of 
omnibus solutions like appointing a popula¬ 
tion commission but carefUl thinking on 
details and evolving an appropriate, flexible 
and innovative system of management of 
family planning statistics. 

Our final point concerns the restructuring 
of the statistical apparatus. Policies cannot 
be based only on platitudes and sentiments. 
Computerisation, no matter how necessary 
or important it is, cannot be a substitute for 
modernisation. In the field of statistics, the 
first concern should be for the quality of 
data collection: computerisation can at best 
be the second step. It is recognised by all that 
the quality of data cannot improve without 
proper training, supervision, payment of 
adequate remuneration, realistic DA and TA 
rules (in contrast with our obsolete rules 
which invite corruption), adequate back up 
of vehicles to improve mc^ility (agtun calling 
for realistic POL budgets compared to 
obsolete norms which encourage corrup¬ 
tion), proper monitoring, a .system of re¬ 
wards and punishment and finally innovative 
management. In short, improving the quality 
of data (we have in mind demographic data 
like census, SRS, CRS and FW statistics) 
does not necessarily depend on the calibre 
of statisticians but on our ability to handle 
management problems at the field level, and 
above all, familiarity with the Held situation 
and methodology of data collection, given 
the diversity of the Indian rural scene. 

Recommendations 

We shall conclude by making a series of 
recommendations aiming at strengthening 
the demographic data base of Indian 
economy. 

I The government of India should set up 
a high-powered Ihsk Force on the 1991 
Census entrusted with the preparation of a 
Mueprlni for tlw 1991 Census which should 
give detailed thought to the questionnaire, 
sampling procedures, concepts and defini- 
tions, tabulation plans, computerisation of 
census data and at«ilability of computer 
tapes to mognised institutions and scholars, 
honorarium for census enumeration, train¬ 
ing programmes, budget for the census, and 
alli^ matters. This task fom should submit, 
its report by December 1987. 

2 The census commission should be 
strengthened. The Census commissioner 
should have the rank of a secretary (o the 
IpUerhiaeiit of in^ and should prefer^y 
hed|ewid^ boniooi. The joint censukcom* 
ihissiehKr Cpuld be'drawn froth the Indiah 


Administrative Service. 

3 The main census office now housed in 
a dilapidated ex.-army barrack, should be 
shifted to a new Census Bhavan. The census 
office should not be shifted away from 
Delhi, unless it is desired to shift the Plan¬ 
ning Commission and the Central Statistical 
Organisation out of Delhi. The three 
organisations must work in harmony. 

4 The census budget should be a charge 
on the five year plans (there would be two 
such plans in a decade) and the census 
budget should be substantially augmented. 

5 The census organisation should have 
an independent computer unit, capable of 
handling the data requirements of the 
governments as well as non-governmental 
organisations, research institutions and 
scholars. Special tabulations should be sup¬ 
plied to users on the basis of payment. 
Except for the identification of individual 
households, there is no valid reason to keep 
census data as such confittential. The fullest 
use should be made of the census data. 

6 The census organisation should own 
its own printing press and have the most 
modern printing and graphic facilities. The 
di.strict census handbooks should be printed 
at this press so that the delay in publication 
through state governments is minimised. 

7 The census organisation should have 
a high-powered advisory committee, with 
experts drawn from different disciplines. 

8 The technical staff of the census 
organisation should be upgraded and suita¬ 
ble training programmes arranged for the 
staff with the help from the United Nations 
and specialised agencies. 

9 A series of post-census surveys (on a 
sample basis) should be planned in advance 
and conducted every year, to supplement the 
census systematically. 

10 The SRS organisation should be 
revamped, the sample size increased to 


permrt estimation for clusters of tfistricts, the. 
remuneration of the data collecting staff 
substantially increased and better training 
and supervision procedures introduced. 

11 There should be maximum tabulation 
of the data collected through SRS. 

12 The registrar general should explore the 
feasibility of decentralising SRS work and 
giving more responsibiiity to individual 
states and at the same time ensuring the 
unifonnity of data collection procedures, etc. 
This might improve the quality of super¬ 
vision and also cut down the time lags. 

13 A task force should be appointed to go 
into all aspects of the civil registration . 
system which is serving no useful purpose 
at the moment. 

14 The target-setting and target-fulfilling 
exercises should be immediately disbanded. 
They only serve to mislead the policy-makers, 
and planners. 

15 The ministry of health and FW should 
discontinue giving cash awards to states. 
There is no need to introduce such school- 
boyish methods to encourage competition 
between states. This innovation has been 
counterproductive and has only succeed 
in inflating family planning performance 
statistics. 

16 A task force should be set up to evolve 
a suitable methodology for evaluation of 
family welfare work. In any case, such' 
evaluation should be done by the Planning 
Commission, the ministry of programme 
implementation or the prime minister’s 
office, with the help of non-official experts 
from various disciplines The concern should 
be for the health and family welfare delivery 
system, rather than the number game in 
terms of family planning acceptors. Further, 
there should be some yardstick for evalu¬ 
ating the quality of service other than merely 
counting the number of cases, as is done at 
present. 
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DISCUSSION 

Operation Flood: From Issues 
to Quotations 

Shanti George 


IN the normal course, contributions to a 
discussion terminate once the author of the 
uticle which has provoked reactions replied 
to the points raised. By such norms, the 
recent discussion on Operation Flood in 
these pages'should now close. K T'Achaya 
and Vinod K Huria’s article ‘Rural Poverty 
and Operation Flood* {EPW, September 13, 
1986) drew a reaction from B S Baviskar and 
Shanti George in ‘Operation Flood: A Dif¬ 
ferent View’ {EPW, November 8, 1986), 
which was in turn followed by Achaya and 
Huria’s rejoinder ‘Operation Flo^: A 
Realistic View’ {EPW, December 20, 1986). 

However, in their rejoinder, Achaya and 
Huria went beyond the scope of the earlier 
discussion, which centred on various studies 
of the impact of the programme Operation 
Flood. They devoted several paragraphs to 
explicate a statement; "Words used out of 
context are of course dangerous’’. As illustra¬ 
tions of this danger, they used a number of 
quotations on subjects other than rural 
poverty cited in my book (George 1985). 
Discussion was thus extended from the 
impact of Operation Flood to the procedures 
us^ when analysing such programmes. I 
may therefore be justified in continuing this 
discussion with a brief response to Achaya 
and Huria on the subject of quotations and 
context. 

When Achaya and Huria charge me with 
quoting out of context, it appears to be on 
the basis that 1 have selected for quotation 
some statements from their article (Huria 
and Achaya 1980) and from an address by 
B Sivaraman (1978), and not quoted other 
statements from the same sources. They 
should appreciate that when several hundred 
documents are being quoted, as in my book, 
the logistic problems that arise include con¬ 
straints of space which severely delimit the 
number and length of quotations. Now on 
what basis is a decision to be made about 
which statements to quote from a document 
and which not to quote? It is here that ‘con¬ 
text’ becomes decisive. 

In complaining that I have not represented 
their views or those of B Sivaraman cor¬ 
rectly, Achaya and Huria use context in an 
author-specific sense. However, mjf book 
does not deal with the views of various 
persons but with the merits of various policy 
decisions. My context was therefore issu^ 
specific and not author-specific. For 
example, in the quotations from Sivaraman 
(op cit) that Achaya and Huria cite from my 
b<Mk, the focus was not on Sivaraman as a 
person with opinions about Operation 
Flood, hut as a source of information on 
motic breeding bulls, the handling of their 
semen, and the statistical probability of sue- 
cessfql insemination. Achaya and Huria’s 
critieiw thgt Sivaraman was speaking of 


programmes prior to Operation Flood is 
only a quibble, because a cross-breeding 
policy in India runs into cotain inherent pro¬ 
blems of infrastructure no matter with what 
programme it is associated. Quotations Dorn 
several other sources were used in my book 
(pp 114-117) to establish that these problems 
in cross-breeding continue to bedevil Opera¬ 
tion Flood as they did the earlier program¬ 
mes. As Sivaraman himself made clear in the 
opening section of his address, “Cross¬ 
breeding of cows will not succeed and bring 
the necessary benefits to the poorer sections 
of the community unless the technical 
administration and the scientists look 
objectively at the methodology and the 
needs of the science*' (1978:5). 

In fact, while writing a critique of the 
Operation Flood programme, I often used 
negative facts gleaned from the writings of 
those who held opinions favourable to 
Operation Flood, considering these a 
stronger basis for criticism than facts put 
forward by those who condemned the pro¬ 
gramme. Interestingly, one ca.se of such 
discrepancy between fsun and opinion that 
I drew attention to in my book, again in the 
context of cross-breeding, was that of 
Achaya and Huria’s earlier article: “Yet 
papers that argue cogently and convincingly 
against cross-breeding themselves conclude 
that 'there is no alternative to cross-breeding 
for genetic improvement of cows’ ’’ (George; 
1985:127, quoting Huria and Achaya 1980). 

Perhaps Achaya and Huria should them¬ 
selves exercise a little care when quoting. 
A paragraph in their rejoinder begins: 




*iJvestock fied defidts have been ptcjecled 
as 388 million tonnes of green fodden 639 
million tonnes of crop residues and 82 
million tonnes of concentrates (Geoigcr 
1985, p 64). Estimates by the National Com¬ 
mission on Agriculture placed the defleiti 
in 1973 as 129 million tonnes of green fod¬ 
der, 38.4 million tonnes of dry fodder end 
8.52 million tonnes of concentrates. Thus 
there is a iO-fold difference for concentrates 
and a 16-foId diHerence for dry fodder bet¬ 
ween these estimates" (Achaya and Huria, 
EPW, December 20,1986, p 2241). Substan¬ 
tive issues apart, Achaya so^ Huria’s manner 
of ciution attributes the first set of estimates 
to me. It is true that ! have presented those 
Tigures on p 64 of my book, but a footnote 
on the same page clearly indicates that the 
estimates are from A S Patel et al (1978). 

As for Achaya and Huria’s concluding 
exhortations not only to me but to all soda! 
scientists, I am sure that readers of the 
Economic and Politicai Weekly will pay 
them the attention they deserve 
[A M Shah and B S Baviskar kindly commented 
on earlier drafts of this note] 

References 

George Shanti, “Operation Flood: An Ap¬ 
praisal of Current Indian Dairy Policy”, 
Oxford University Press, New Delhi, 1985. 
Huria, V K and K T Achaya, ‘Dairy Dmlop- 
ment in India: Some Critical issues’. 
Economic and Political Weekly, 1980, 
Vol XV, Nos 45 and 46, pp 1931-42. 
National Dairy Dwelopmeni Board, “Pro¬ 
ceedings of the National Conference on 
Crossbreeding”, NDDB, Anand, 1978. 
Patel, A S , A T Patel, and T N Baiewadi, 
'Studies on Maximisation of ForogC Pro¬ 
duction" in NDDB 1978, pp 202-7. 
Sivaraman, B, ‘Crossbreeding in Cattle', in 
NDDB 1978, pp 5-6., 



BRPC 


B(K)KS 



AN AGRICULTURAL VIEW OF HARYANA 

Vedpal Singh A M.S. Katron 

Focuses on the geographical features of Haryana with respect 
to aspects like soil, climate and land utilization and the production 
of various crops. 

1987, I63pp., 27 tables, 20 App. Demy 8vo, Rs 95/- 
ISBN 81-7018-449-5 

CREDIT IN AGRICULTURE 

Parkash Mehta & Raghbir Singh Prater 

fovastigates the factors affecting advancement and utUizatkin of 

credit and the problem of overdues as it exists in Himachal Pradesh. 

1987, viu-i-76pp., 23 tables. Demy 8vo, Rs 75/- 

ISBN 81-7018-445-2 

Published by: B.R. PUBLISHING CORPORATION 
461, Vivekanand Nagar, Delhl-ilO02. 


: . 474 


BewMwte and PolMoa tfeeUy 
Vol XXII, No 11. Miieb R M7 















By 

Prompt Paym^t of Taxes 

Which also — 

• Saves Interest and Penalty 
a Symbolises G(^ CKiz^hlp 
a Helps Resourni Mobilisation 
for Nation Buifoins 



fOR Gf nir-tG CRU)^-! (OR y ., ('a,(: 


• correct M «p|Nopriate 

cnallaii for each poyititnt 
a FHI the challan fe^ completely 
and correctly 

• VMic Icsibly on all folb of 
thcdiallan 


I' 


A mistake cnt omis^n may 
reiiUHt l$ii qncitMcteitiy in 
^ving credit ^ yc^ for 

i^yorntNiSos 






\BStiW 






-'V; %.<■ 


",0 ' . 


'A 5 ' .yyy : -.:■ ,■ ■'.■ a - 






io/sn 





M«th 14, nr 




Income Tax Rebate u s 80-C 
in the year of investment 

6-YEAR - NATIONAL 
SAVINGS CERTIFICATES 

VI & VII 








Ui€iii«(0 ] 


ATTRACTIVE 

INTEREST 



H Vl issue Earn 
more than double. 
Rs. 100 become 
RS. 201.50. 


'rfrrr\ 


O • No limit on 
investment 


'\\\/\^ / \\N^ 
V// V// '///i 



In VI Issue interest @ 
12% comi:lounded 
half yearlyand paid 
at maturity. 

Tax exemption on 
interest up to 
RS. 7000 p.a. U/S 80 L 

Interest accrued 
annually is also eligible < 
for tax rebate under 
Sec. 80*c in VI issue. 


VII issue 12% Interest 
actually paid 
every six month. 

\ Nomination facility 
available. 

I Loan facility available 
from Nationalised 
Banks against security 
of certificates. 

lEncashable at any 
Post Office having 
savings bank facility 
with the help of 
identity siip. 

iinvestment up to 
RS. 5 iakhs exempted 
from wealth Tax. 


NATIONAL SAVINGS CERTIFICATES 


. ■ 


Directorate of smal savings^Bombay • 400 0S2. 
Phone: 202 25 57. 

















WINNERS AND LOSERS IN 1987-88 BUDGET 

struggle against sex determination techniques 

HORIZONTAL EQUITY AND INCOME vs EXPENDITURE TAXES 
SOUTH ASIAN MIGRATION TO UNITED STATES 
ON ECONOMIC CRISIS AND TRANSITION FROM CAPITALISM 


WHO mm THE GLAGER OF WILD ROSES? 




ictct 


A SOURCE 
a CAPITAL 
FOR 

INDIAN INDUSTRy 

V 

We provide foreign currency loans, rupee loans, 
guarantees and underwriting assistance, directly 
subscribe to shares and dentures of industrial 
undertakings and offer equipment leasing facility 
and suppliers' creditBestdes direct financing,iCICi ^ers 
merchant banking services and proieet counselling 
for non*resident ItKlians. 

THE INDUSTRIAL CaEMT AND 
INVESTMENT 

CORPORATION or INDIA LIMITED 

163, Backbay Radainaticjn, BoititiNr W020 



RIOIONAiOWKIS 

2<B. Victoria Tanaei CUbNNTOQOIT 
I.CcMiiphRoail^lillaS^ 

18<2a Kaatwba OandMliiilb. 1^ DNfil 11001 




FMiMtr-iditpr: SKhIn ChMdtwiI 


Vol XXIt No IS AAarch 81, 1967 


West Bensal; Area of Silence- The Economy: 
Of Chocolates and Cakes-The Budget. Tax 
Cut for Companies-Afghanistan; A 


Bleeding Wound 47B 

BuMncu 47B 

Letter to Editor 460 

Capital View 481 

Statistics 48S 

From the Ivory Tower 
Winners and Losers in 1987-88 Budget 
-Arun Ghosh 483 

International Affairs 
Of Cricket, Peace and Bombs 
-GPD 48S 

Reports ^ 

Kerala. Communal-Parties and Crisis 
of Coalition Politics 

- PKG 487 

India-Pakistan Relations. Who Wants 
the Glacier of Wild Roses’ 489 

Struggle against Sex Determination 
Techniques: Unfinished Battle 
-Ravindra R P 490 

Philippines- Campaigns to Suppress Left 493 
Perspectives 

Some Real Issues Facing Women 
-Kamaladevi Chattopadhyay 495 

Reviews 

Culture as Politics or Politics 
as Culture 

-Harsh Sethi. 497 

Not by Technology Alone 
-V M Rao 499 

Chequered Journey 

-Medha Kotwal 499 

Spc^l Articles 

Horizontal Equity and Choice betvyeen 
Income and Expenditure Taxes 
-M N Murty 501 

Curriculum, Psychology and Society 
-Krishna Kumar 507 

South Asian Migration to United 
States: Demand and Supply Factors 
-Shahid Javed Burki 

Subramanian Swamy 513 

DIkussIoii 

On feonomic Crisis and the Transition 
from Capitalism 

-Surendra J Patel 518 


ECONOMIC AND POLITICAL WEEKLy 

Skyl«1cM4,jkM(M liMfitiInfll Raid 
•driUBey «K|i8 ” 

flMMWs : - W8mt UonwecMy 

■ jWlorlCrWine.l^ ■ 

..riMiMMt Rdtiori' 

PfiiMNi, iRrner^ft'M^ . 





Their Bomb, Our Bomb 

THERE may be room for speculation about the Pakistan government's motives 
in permitting the head of its nuclear establishment to grant his much-discussed 
interview to an IntKan journalist, but there is little in what Abdul Qader Khan 
said about Pakistan’s nuclear accontplishments that was not already fairly well 
known. Only last month the US ambassador to Pakistan had in a speech to the 
Pakistan Institute of SMttegic Studies said that "there are indications that Pakistan 
may be seeking [nuclear] weapons capability" and that “there are developments 
in Pakistan's nuclear pro^mme which we see as inconsistent with a purely peaceful 
programme^'. Such developments had in fact been acknowledged by the US govern¬ 
ment as far back as in 1979 when president Carter had, in response to the building 
of Pakistan’s uranium enrichment facility at Kahuta, taken the extreme step of 
suspending US military and economic aid to Pakistan undo- the Symington Amend¬ 
ment. If the suspension of aid was revoked some years later, this was done not 
because Pakistan had dismantled the Kahuta plant or agreed to reverse the direc¬ 
tion of its nuclear programme but because, in the wake of the entry of Soviet troops 
into Afghanistmi, the US needed the Pakistan government’s co-operation to send 
arms to the anti-Soviet Afghan rebel groups. We in India have even less reason 
to appear to be taken unawares by any of the statement of Abdul Qader Khan 
in his interview. For many yee^ now government policy as well as public opinion 
here have accepted that Pakistan has had a nuclear weapons development pro¬ 
gramme under way. 

Against this background the reactions in India to the Qader Khan interview can 
only be explained in terms of a stubborn reluctance to see the objectives of the 
government of India’s nuclear policy and more generally its external policies towards 
Pakistan and the south Asian region for what they really are. It has been demanded, 
by defence and foreign policy experts, by politicians cutting across party lines and 
in the press, that now at least the government should take a position on the nuclear 
issue or more explidtiy that it cannot put off exercising the so-called ‘nuclear option’ 
any longer. The fact is that, like Pakistan, we already have exercised the nuclear 
option for all intents and purposes. All that the government of India can do further 
in the matter is perhaps to issue an official declaration or carry out another nuclear 
test such as the one conducted at Pokhran in 1974. If the government does not 
appear to be Inclined to make an open proclamation just now, it is certainly not 
because of any excessive feeling of delicacy about the development of nuclear 
weapons: it is also not because of the turbulence such a course would cause in 
our economic and political relations with the United States and the other western 
countries (as well as to an extent the Soviet Union), though this is an important 
factor that the government has to reckon with; it is mainly because open abandon¬ 
ment of the nominal commitment to using nuclear energy only for peaceful pur- 
po.ses would upset the government’s purpose of bringing to bear as much diplomatic 
pressure as possible on Pakistan to halt, or more realistically slow down, that coun¬ 
try’s nuclear programme without any corresponding undertaking on our own part. 
Accordingly the government of India has consistently dismissed proposals for the 
declaration of South Asia as a nuclear free zone or for bilateral negotiations between 
India and Pakistan leading to both countries agredng not to make the bomb. The 
reason has been quite simply that these proj^sals involve the notion of parity bet¬ 
ween India and I^kisian, of the two countries accepting similar and equal condi¬ 
tions and commitments. This the government of India has regarded as inconsis¬ 
tent with its claims to dominant power status in the south Asian region. 

The reiteration by one of the ministers of state for external affairs in the Raiya 
Sabha on March 13 that India “had no intention of making a nuclear bomb now" 
and the statement by his colleague three days later that the government was con¬ 
sidering a proposal to send a high-powered ddegation to Washington to uri^ the 
US administration and Congress to use their influence with PidListan to deter it 
from pursuing a nuclear weapons programme do not, therefore, reject any confu¬ 
sion on the part of the government, as has been alleged by those who are all for 
India 'exnciring the nuejear option’ here and now, but suggest a continuation of 
the poHcy followtd so far- Whether the attempt to persuade the US to rein in 
Pakistan ivill work is, of ^rse, Mother matter. The Reagan administration has 
made ft clear that, liotarithstandiAg Abdul Qader Khan's disclosures and its own 
'ambassador’s warning, it proposes to approach Congress for waiver of the 
Symhi|ton AmendroMt to enable continuation of US military aid to Pakistan. 
Cfsarly* PahUtan’s strategic important to the US outweighs the latter’s concern 
' i^Ottt:t^ bH pdvi^ h^i6tear monopoly being dentiMi. So it would appear, given 
. Iho Indian. governm^i’si.reRisal to engage in direct negotiations on the subject with 
,. )^kis|ah. that those-whO itee screaming for a bomb of our own against their bomb 
.'Wiltlii due.course have th^.way. 





IVesf Bengal 


Area of Silence 


Ajit Roy writes: 

EVEN 10 days before the scheduled polls for 
the West Bengal state assembly, there are 
very few overt signs of popular interest in 
the coming contest. Indeed, the mass 
meetings addressed so far by the prime 
minister and the state chief minister have 
failed to draw the normally expected crowds. 
One reason for this apparent popular indif¬ 
ference may have been the lack of a genuine 
or serious contest so far. While the Left 
Front, or the CPI(M) more realistically 
speaking, had iong ago set in motion its weil- 
oiied election machine, its principal oppo¬ 
nent, the Congress(i), is yet to do so even 
at this late stage. Of course, the Indian voters 
have shown on more than one occasion that 
they cannot be taken for granted, that they 
can have a will and an aim of their own, 
derived from some sort of consensus arrived 
at in some undemonstrative manner. But 
nothing at this stage indicates that the Left 
Front faces any danger of losing its majority. 
Indeed, even in the 1984 Lok Sabha elec¬ 
tions, held under extraordinary circum¬ 
stances, which had led to a significant swing 
away from the Left Front in favour of the 
Congress(I), the Left Front had not lost its 
majority support. In terms of Assembly 
segments, even in 1984 the Left Front had 
secured majority in 177 constituencies as 
against 117 constituencies which had gone 
to the Congressfl). 

All indications since then—in the state¬ 
wide municipal elections and some by- 
elections to be speciHc—have reveal^ 
significant recovery by the Left Front and 
the CPI(M). This does not, however, imply 
that there is no cause of worry for the Left 
Front. There has no doubt been a measure 
of disenchantment among some segments of 
the Front’s supporters about the effec¬ 
tiveness or even the usefulness of its govern¬ 
ment. The closures of a large number of big, 
medium and small industrial units and 
the consequent loss of jobs entailing im¬ 
mense misery for the affected thousands of 
workers, the bnnglings in hospital and health 
services, narrow-minded politicking in the 
Calcutta University, failure in effecting any 
improvement in the work of the Calcutta 
municipal corporation and little or no out¬ 
come of the promises of enlarged employ¬ 
ment opportunities from Jyoti Basu’s new 
economic policy, powerfully endorsed by the 
CPI(M) party congress more than a year 
ago, have certainly dampened the ardour of 
segments of the Left Front supporters a& 
they have strengthened, if not extended, the 
critical segments of public opinion. 

But there is no doubt about the weight of 
the credit side of the Left Front government, 
particularly the following; 


U) undoubted gains oy large masses of 
the rural poor from various measures im¬ 
plemented by the Left Front government; 

(ii) considerable wage and salary 
increases secured by teachers and govern¬ 
ment employees; 

(iii) relative freedoin fiom gangster ter¬ 
ror which.was a nightmare for common 
people before the Left Front came to 
office; 

(iv) total freedom from communal and 
caste clashes: 

(v) markedly lesser corruption at 
the political level in the Left Front 
administration; 

(vi) very high position of Jyoti Basu 
among the people, often cutting across 
class and political lines; and 

(vii) vigorous campaign against any 
threat of another partition of West 
Bengal, which has endeared Jyoti. Basu 
and his party among the broad streams 
of Bengalis, even if it has strengthened 
their latent chauvinism. 

In addition to the positive factors on the 
credit side, three other negative develop¬ 
ments will also aid the Left Front, namely, 
the lack of any outstanding personality who 
can be projected as the leader of the Con- 
gress(l) in the state and as the prospective 
chief minister in case of its victory, the 
tremendous factional dissensions within the 
Congress(I), openly expressed recently in 
cross-voting in the Calcutta municipal cor¬ 
poration on the occasion of the mayoral 
election and, finally, the threat of splitting 
of the Congress(I) votes, even though only 
very marginally, by the newly floated party 
of Pranab Mukherji, aided by Netaji's 
nephew. 

Notwithstanding all advantages, the Left 
Front compaign up to date is marked by a 
certain defensiveness. Rajiv Gandhi’s cam¬ 
paign of half truths and aggressive assertions 
seems to have subdued the usual self- 
confidence of the Left Front, and even that 
of Jyoti Basu wHo has fn a public speech ad¬ 
mitted that half of his election speeches has 
to be devoted to rebutting the falsehood 
spread by the prime minister. 

' The real reason for this defensiveness is 
however different. The CPI(M) has been 
running the campaign within a circum¬ 
scribed fiamework—of the usual theme of 
deprivation of and discrimination and con¬ 
spiracy against West Bengal. There is very 
little criticism of the C^ngressflj’s overall 
policies which have in Rgjiv Gang’s regime 
taken a dangerous rightwing turn. Even 
though the West Bengal government had 
organised an impressive all-India seminar 
with intellectual luminaries from various 
parts of the country and different shades of 
political opinion way back in October 1983 
and through that impressive platform 
had drawn attention of the nation to 
the dangerous implications of the New 
Economic Policy then jiist starting to assert 


itself, the present election camp^gn bears 
no irodrint of that valuable work. 

A scanning of the last seven days’ 
Canashakt! (March 3 to II), CPI(M) didly, 
re\eals that Rajiv Gandhi’s New Economic 
Policy (NEP) was lightly touched upon by 
B T Ranadive in one of his speeches and 
never by Jyoti Basu. The CPI{M) state 
secretary Saroj Mukherji devotes just one 
paragraph towards the end of a long speech 
of over three columns. The lesser l^ers 
make no mention at all of this subject. This 
indifference to such a vital—indeed the 
central—fact of political economy today is 
perhaps not unconnected vrith Jyoti Basu’s 
own version of NEP, for wooing MNCs and 
their collaborators to West Bengal! 

In short, the main failure of the CPI(M) 
campaign to indict the nationally ruling party 
on the latter’s policies spelling disaster for 
the national economy and democracy is the 
main reason for the former’s defensiveness. 
It is symptomatic of the CPI(M)’s politics 
today that it has not even cared to impeach 
the central government for its dangerous 
brinkmanship over the situation on the 
India-Pakistan borders last month something 
which has even irked many liberals in the 
country. 

The Economy 


Of Chocolates and Cakes 


GOVERNMENT spokesmen have been at 
pains to argue that the budget for 1987-88 
will not be inflationary in its impact. As part 
of this effort the finance ministry has com¬ 
piled a list of 43 what are described as ‘items 
of common interest to the consumers” 
which, it is claimed, have been given relief 
in excise or import duty in the budget. The 
whole exercise, however, fails to carry con¬ 
viction for a number of reasons. For one 
thing, the criticism that the budget for the 
coming flscal year will strengthen infla-> 
tionary pressures in the economy has been 
based on the large deficit of Rs 3,688 crore. 
which has been left uncovered. This deficit, 
moreover, comes on top of similarly large 
deficits of Rs 8,283 croie in 1986-87 and 
Rs 4,937 crore in 1983-86, so that the order 
of deficit financing undertaken in the first 
three years of the Seventh Plan would 
already have substantially exceeded the limit 
of Rs 14,000 crore set in the Plan for the en¬ 
tire five-year period. Second, it is wdl known 
that lowering of excise and import duties (k> 
not result in commensurate reduction—or 
any reduction at aS—in the prices of the rele¬ 
vant items. The experience of the last two 
budgets has been quite oonclmtiye on Uds 
score and should rule out any o^htiism 
abodt the Ukdy Impact on prtoet of thie cutt 
in indirect taxes proposed in the budget tor ‘ 
the coming 

The finance ninistn^l Hat of 43 items 
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need not, therefore^ Ite ttken senoudy in 
ditcuuions of tbe bad|ct's Hkdy infla¬ 
tionary impact. In «Kher teipecti, howtwar, 
UMi list b quite revealing. In the first place, 
it tells us something about what the govern¬ 
ment regards as “items of common interest 
to the consumers” or, to put it differently, 
which are the sections of people whom the 
government is most anxious to protect 
agaliut the ravagM of infUdion. The ccrni- 
pddtiod of the list ik indeed interesting 
lit this tegaid. the very first five itons in the 
list are: skimmed milk powder, condensed 
milk, butter in packs, dried wtgetables in 
packs and packed fruits Qike (dneapple 
slices). Then follow mote such items: 
sausages, (ducosc; chewing gum, sugar con¬ 
fectionery, chocolates, biscuits, jams, 
squashe^ instant coffee, sausces/ketchup 
a^ finally, smaller refrigerators of upto 100 
litres capacity. It should be obvious to 
ahyone that 0^ a tiiv minority of the coun¬ 
try’s population enjoys incomes and pur- 
chasingqtower laige enough to be able to af¬ 
ford to have the above items as part of its 
consumption patterns and life styles. It is 
dear, however, that when the government 
worries about the adverse effects of infla¬ 


tion it is in fact thinking mainly of this tiny 
minority. ^ 

The finance ministry’s list raises another 
issue as well. The list sets out the pre-budget 
and post-budget rates of duty on the so- 
called items of cbmmon interest to con¬ 
sumers to bring out the extent of relief pro¬ 
vided by the budget by way of reduction in 
duty or through MODVAT. In many the 
reduction in duty has been susuined. For 
instance, the duty relief has been 7 percen¬ 
tage point on instant coffee; 4 percentage 
point on chocolates, sugar confectionery 
and chewing gum; and so on. Should not 
someone ask the government why, at a time 
when it is facing nothing short of a Fiscal 
crisis, it has been thought so necessary to 
reduce the duty on these items of upper class 
non-essential consumption, gratuitously 
sacrificing tax revenue in the bargain? Surely, 
those who can afford to consume these items 
did not deserve—on considerations of social 
justice, fiscal equity or just ordinary 
decency—to be singled out to be the reci¬ 
pients of budgetary favours? Against the 
background of these fiscal hand-ouu to the 
rich, the prime minister’s elaborate show of 
proposing a tax of 10 per cent on expen^ 
diture in expensive hotels is immediately 


cuqscd as tyrdcal the deception and pubik 
relations gimmickry which have bec^e i 
hallrhark of the present government. 


Tk€ Budget 


thpt. Ctsi tor Cempaiitea 



the budget for i987-S8 in the corporate tax 
structure One introdticcs a UberalMd set of 
depreciation alloyrances and the other 
replaces the exisiting provision regarding 
minimum tax by a new provision to make 
it more effectiv^y enforceable. 

Depreciation will hereafter be allowed in 
respect of blocks of assets instead of indi¬ 
vidual assets and with respect to plant and 
machinery there will be only three rates of 
dqireciation, 100 per cent, 50 per cent and 
33‘/i per cent The major change is two-fold; 
flrst, to treat all assets of a type, as for 
example plant and machlnoy, as blocks and, 
second, to make depreciation rates fkr more 
liberal than the existing ones. The general 
rate of depreciation for plant and machinery 
has so far been between IS and 30 per cent. 
Under the new dispensation, the minimum 
rate of depreciation that a company can 
claim for any asset qualifying as plant 
and machinery and currently eligible for 


uepreciation at between IS and 30 per cent 
mil be 33 Vi per cent. Even when accelerated 
depreciation was allowed at the rate of 20 
per cent for new investment in plant and 
machinery, the total deduction added up to, 
only 3S (20+IS) per cent and that could be 
claimed only once. Subsequent depreciation 
deduction on a declining balance method 
could only be claimed at the base rate 
prescribed for the individual asset. Now 
subsequent minimum depreciation deduc¬ 
tion on plant and machinery will be also at 
the rate of 33 Vi per cent. 

The liberalisation of depreciation rules 
will result in a significant reduction in the 
tax liability of expanding companies, though 
on paper the corporate tax rate has remained 
unchanged. It is bound to make a difference 
to collections from corporate tax, except to 
the extent that the reduction on this account 
is offset try the new minimum tax provision. 

In the context of the change made in 
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depreciation rules it is only right that the 
existing provision on minimum tax under 
section ^VVA of the Income 'Ihx Act has 
been tightened. Evidently there was an 
added reason to tighten the provision, 
namely, the complete ineffectiveness of the 
pKsent provision requiring payment of a 
minimum tax of 15 per cent by all profit- 
making companies. The budget speech puu 
it rather euphemistically thus: "[the existing 
provision regarding minimum tax] does not 
seem to have helped and is being with¬ 
drawn”. In other words, highly profitable 
companies have continued to get away pay¬ 
ing little or no tax. 

The proposed new provision stipulates 
that every company will have to pay a 
minimum tax of 15 per cent on the profits 
declared by it in its accounts, that is, on its 
book profits. It is not clear how the pro¬ 
posed new provision on minimum tax will 
be harder to manipulate or circumvent than 
the earlier provision on the subject. Perhaps, 
the assumption underlying the new provision 
IS that companies would like to show a cer¬ 
tain minimum of book profits to keep up 
their image 1 his is not an entirely unsus¬ 
tainable assumption. But can we overlook 
that with stakes of controlling interests 
having become minimal, particularly in 
widely held companies, the incentive to show 
the true profits a company makes may have 
become weak already? Will the proposed 
new provision not further weaken this incen¬ 
tive? It IS well known that book profits 
shown by companies are subject to con¬ 
siderable window-dressing. Of course, at pre¬ 
sent most companies dress up their book 
profits because tax liability is not based on 
book profits Hereafter, they will have a 
strong reason to understate their book pro¬ 
fits and look for still another strategem to 
fool the shareholders and the general public 

In any case, the credit taken for an addi¬ 
tional revenue of Rs 75 crore on account of 
the new provision might well turn out tp be 
rather high. And after one allows for the 
dent the highly liberal depreciation deduc¬ 
tions will make, the revenue from corporate 
tax may well suffer a net decline. 


Afghanistan 


A Bleeding Wound 


THE Geneva talks between Afghanistan and 
Mtisun have ended without an agreement 
to secure the withdrawal of Soviet forces 
coupled with an end to western militwy 
aid to the Afghan rebels. Pakistan ahd 
Afghanistan have been engaged m UN-rpedi- 
aled talks since 1983. These t^lks have been 
deadloclnd over a timetable for the with¬ 
drawal of Soviet troops, and at the same time 
to ensure that the rebel forces no longer 


receive military supplies from the west. 

The stance of the Soviet Union and the 
US is of dgni ficance in determining whether 
a settlement is possible at Geneva. The US 
seems to be prompting Pakistan to scuttle 
a negotiated settlement of the Afghan issue. 
A S 4.02 billion US economic and military 
aid package to Pakistan is presently being 
considered by the US Coitgtess. The Pskistani 
govenunent would thus not like to distance 
itself from the US position on the Afghan 
issue. 

The US has meanwhile decided to send 
more arms to the Afghan rebels. The aim. 
according to official US sources, is to in¬ 
crease pressure on the Soviet Union to with¬ 
draw its boops from Afghanistan. It is 
however more likely that this will achieve 
precisely the opposite, namely, prolong 
Soviet presence in Afghanistan and prevent 
an early settlement of the Afghan issue The 
general secretary of the Soviet communist 
party. Mikhail Gorbachov, has desenbed the 
Afghanistan problem as a 'bleeding wound’. 
After eight years of war, the Soviet Union 
IS now seriously interested in healing that 
wound But on its own terms. 

An Issue that obviously concerns both the 
Soviet Union and the US is the nature of the 
Afghan regime after the withdrawal of 
Soviet troops The present government in 
Afghanistan has made an offer of national 


reconciliadon whidi envisages the fotmatioii 
of a coalition government of national unity 
with the participation of all groups, iilciu> 
ding those hitherto opposed to the present 
government. The west is concern^ over 
preventing a pro-Soviet government from 
coming to power whUe the Soviets want to 
ensure that a pro-Soviet regime retains 
power. This is why the question of a time* 
frame for the withdrasvai of Soviet troops 
assumes importance. 

The Afghan government wants a phased 
withdrawal of Soviet armed personnd while 
Pakistan has called for withdiwwl within 
seven months. The Soviet Union has however 
offered to pull out within 18 months. This 
would give the Soviets time to try to con¬ 
solidate the position of the present govern¬ 
ment. On the other hand, a quick with¬ 
drawal of Soviet troops would give the rebel 
forces a crucial advantage in the bid to cap¬ 
ture power. Addressing the nation on tdevi- 
sion when the Geneva talks resumed, the 
Afghan leader Najibullah indicated that he 
was ready for a compromise. He said that 
the government was “ready to discuss with 
the representatives of opposition groups in 
Afghanistan .. and present concrete pro¬ 
posals about the composition of a coalition 
government of national unity”. However, 
Afghan resistance leaders rejected the offer 
as "a worthless proposition from a puppet”. 


BUSINESS _ 

Still No Policy for Edible Oils 


THE proposals pertiuning to the oilseeds 
sector of the economy outhned in the union 
budget for 1987-88 seek to further strengthen 
the policy initiative taken by V P Singh last 
year to augment domestic supply of 
vegetable oils through fuller exploitation of 
the existing oil bearing resources by offer¬ 
ing excise duty rebate to vanaspati and soap 
industries linked to larger use of minor and 
non-traditional oils, ne rebate system is 
being continued and, apart from some pro¬ 
cedural changes, the id valorem duty on 
vanaspati is being dianged to a ipeciTK duty. 
The proposals, riftetiveftom March 1,1987, 
include (a) reductiem in the import duty on 
specified items of maohinery required for use 
in solvent extraction IhAistry to 35 per cent 
ad valorem, (b) fixing a tariff rate of bsutic 
excise duty of Rs 1;950 per tonne on vanas¬ 
pati instead of the present rate of lOper cent 
ad valorem, (c) a igbate of Rs 6400 per 
tonne of rice bran oil, mahuwa oil and 
watermelon seed oil us^ in the manufac¬ 
ture of vanaspati, (d) discontinuing the 
rebate for use of exp^er cottonseed and 
providing rebate at the rate of Rs 3450 per 
tonne fee the use of srtivent extracted cot- 
tonsaed and npc/murittd oils in vana^xui. 


(e) modifleation in the existing rriiate 
scheme for vanaspati and soap so as to pro¬ 
vide for granting of rebate through asyston 
of granting credit to be used for payment 
of duty on final products, and (f) mo^fica- 
tion in the existing scheme of rebate for use 
of minor oils in the manufacture of MMq) by 
fixing the rebate at the rate of Rs 320 per 
tonne of rice bran oil used and Rs 2,800 per 
tonne of 14 specified minor oils used in the 
manufacture of soap. 

t 

Mery briefly stated, the rebate stnwture in 
regard to the use of rice bran oil in vanaspati 
and other 14 specified minor in soap has 

been changed from percentage basis to ac¬ 
tual quantity of such oils us^ Besides, an 
element of fkaiUHty has been introduced ^ 
the usage of minor and soKmit extraeied.«te 
in that the vanaspati and soap manufttc- 
tiners are pow aitowed fo acihutndate the ta- 
centive by using higher pcrofiiiaae of incen¬ 
tive oil ^get tire amount enditadtoW 
adjusted later in the ndanqitent pei^ the 
irithdrewaloftheretweforutewtim^ ^ 
sonooseed ofi is eiipafttatiy iaiendad'fo 
couia«itimdecmtMie4|tiMihy ^ 
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port <htty relief U ioteiuled to improve the. 
health of the aolvent atmetion hiduitiy. 

New Delhi caa juatilUbly claim that the 
cteite rebate systm ha* had the deaiicd ef* 
feet in that there hai been a coniiderable in¬ 
crease in tim production of rice bmn oil as 
well as its use in vanaqwti and soap. The 
increaie in the prodiutioD of edible riw bran 
oil has indeed been very impressive. As 
against an inenase of 13.3 per cent in the 
t^ availability of rice bmn oil from 2.10 
lakh tonnm in 198S to 2.3S l^h tonnes in 
1986, the production of edible grade oil in- 
crea^ by as much as 18$ per cent from 
around 27,000 tonnes to a little over 77,000 
tormes, the entire quantity being taken up 
by the vanaspati industry. The output of edi¬ 
ble grade rice bran oil for the Hscai year 
1987-88 has been projected at 1.5 lakh ton¬ 
nes against 1 lakh tonnes in 1986-87. Any 
measure that tends to increase the demand 
for and supply of minor and solvent ex¬ 
tracted oils is to be welcomed. But the kind 
of fiscal strategy pursued by the government 
for exploiting the potential of production of 
oUs from rice bran, oilcakes, cottonseed and 
tree oilseeds can, at best, make only a limited 
contribution to augmenting the overall 
edible oil supply. 

Under the revised rebate of Rs 6,500 a 
tonne in respect of rich bran oil, mahuwa 
oil and watermelon seed oil, the vanaspati 
units will require no mote than 1.38 lakh 
tonnes of these oUs.to avail of the maximum 
permissible excise relief of Rs 1,000 per 
tonne of vanaspati. And the existing supply 
already exceeds this quantum. The scope for 
using solvent extracted oils which qualify for 
a much smaller rebate of Rs 3,250 per tonne 
is therefore restricted. The vanaspati in¬ 
dustry is mighty pleased with the various 
budget proposals. Enhanced rebates apart, 
it stands to benefit from the change-over to 
specific duty of Rs 1,950 per tonne In the 
event of the ex-factory price of vanaspati 
rising above Rs 19,500 a tonne. 

The rationale behind the system of excise 
rebate is that the relief wilt induce vanaspati 
and soap manufacturers to pay correspon¬ 
dingly higher prices for permissible minor 
and solvent atracted oils and that the higher 
priem will lead to increased production of 
these oils. Actual experience does not sup¬ 
port this thesis. The bmiefit of excise rebate 
has never been adequatdy reflected in oil 
prices. Offer of requisite direct msistance to 
producers of oil linked to increased quantity 
qf oil produced would be a far more effec¬ 
tive way. Off achieving the much needed in-. 
crease in ptoductidh.-In view of the conti¬ 
nuing acute shortage of dlt ill the country, 
the marketing of minor oilseeds af reraune^ 
niire |irice$shoutd^ppae norpitmiop. The 
ptushiog/prpMssiiig would be qply 

wiiag to buy the available minor 
:iac(hi i^c it has a laige idid lapadty. 
\:^;CldW;;^<m'gh,''d^(e’ ih'mm^bie .of- 

theim* 

acMew 


edible mis to do away wifli inmorts involv¬ 
ing huge expenditure of foreigB exchange the 
government policy in reg«d to edible oils 
continues to betray an utter lack of perspec¬ 
tive, conflised thinking and ineffleieni 
supply management- The much-hoped-for 
br^through' in oilseeds {Moduction is 
nowhere in sight. Production in the second 
year of the Seventh Plan is estimated to be 
well below the record output in the last year 
of the Sixth Plan. Imports of edible oils are 
not strictly governed by the annual varia¬ 
tions in indigenous production. In 1982-83, 
the country produced 100 lakh tonnes of 
oilseeds and imported 11.50 lakh tonnes of 
edible oils. Production in the following year 
was 126.9 lakh tonnes and oil imports totalled 
16.34 lakh tonnes. From a record 129.5 lakh 
tonnes in 1984-85, oilseeds production drop¬ 
ped to 111.5 lakh tonnes in 1985-86 but oil 
imports also came down—by 1-18 lakh ton¬ 
nes to 12.50 lakh tonnes. Despite an esti¬ 
mated increase of some 10 lakh tonnes in 
oilseeds [»oduction in 1986-87, edible oil im¬ 
ports are likely to be higher around 14 lakh 
tonnes. According to Oil World Newsletter, 
imports could well be around 15.4 lakh 
tonnes. 

It is not possible to establish any close 
relationship between indigenous production 
and imports, the latter being dictated mainly 
by the exigencies of the prevailing situation. 
That apart, the government has never had 
any rational approach in regard to the allo¬ 
cation of imported oils to the vanaspati in¬ 
dustry, resulting in avoidable wasteful use 
of precious foreign exchange resources. That 
the vanaspati industry has a useful lole to 
play in upgrading oils and converting oils 
unfamiliar to consumers into a familiar and 
acceptable form may be readily conceded. 
But there is little sense in supplying imported 
oils at highly concessional prices when there 
is no control over the price of vanaspati. 

Judging by the relative movements in the 
prices of oilseeds/oils and other essential 
commodities, the government’s concern over 
edible oil prices seems quite misplaced. Few 
outside the vanaspati industry will feet con¬ 
vinced by the government explanation that 
the allocation of imported oils to the vanas¬ 
pati industry has had to be stepped up “after 
noticing the trends in the prices of edible oils 
and vanaspati”. Fewer still will approve of 
the oils being supplied at the consessional 
price of Rs 11,500 per tonne which is tanta¬ 
mount to gross misuse of foreign exchange 
resources as this only helps the industry to 
earn tn^ windfkU gains, mostly of the black 
variety. 

If the government is convinired about the 
need to augihent domestic supply through 
imports of edible mis and it is genuinely con¬ 
ceded about the interest of consumers it 
. should have the imported oils refined—there 
is ISO drarth of refinii|g capacity in the 
countty-^-and makes adequate arrangements 
. Rtr disnibuting this oil in small packs. 
. RefMd off whkh is preEsrable to vanaspati 


TWENTY YEARS AGO 

EPW, March 18. 1967 

.. .The decision to impose president's rule 
in Rajasthan was taken at the cabinet’s first 
meeting on Monday; by the end of the week 
it was dear the ground was being prepared for 
retracting the Step. This cavalier excursion in- 
td the sensitive area of centre-state relations 
has perhaps brought the government face-to- 
face with the realities of the changed political 
situation in the country somewhat earlier than 
it otherwise might have been... Defending the 
centre's action, home minister Chavan still 
claimed... that the Congress had a majority 
ill the Rajasthan assembly... [HoweverJ within 
two days the [Samyukta] Oal had produced 93 
members of the assembly... for personal veri. 
flegtion before the president in New Delhi. 
This completely cut the ground from under the 
state governor and the central government.. 

What the Congress has attempted in Rajasthan 
is plain for all to see: first it sought to subvert 
the verdict of the elections and form a Con¬ 
gress government vvith the connivance of a par¬ 
tisan governor; this attempt having failed, the 
emergency powers of the president have been 
evoked, in total violation of the letter and the 
spirit of the constitution for the sole purpose 
of preventing a non-Congress government 
from coming to power. 

* • * 

Contrary to the high expectations raised in 
the first ballot of the Krench elections the 
Gaullisls have only won by the skin of their 
teeth; the Fifth Republics dubious majority 
of one in a house of 486 can hardly bring mu^ 
satisfaction to president dc Gaulle... [this] will 
make it extremely hard for de Gaulle to con¬ 
tinue as he has done in the past, with a blithe 
dlsiegard for parliamentary institutions... 
From now on Gaullism will be continuously 
on trial. 

* * * 

The unabated credit expansion of the current 
ousy season, triggered off by the libera] credit 
policy designed to initiate and sustain a post- 
devaluation boom, appears to be causing some 
discomfiture to the Reserve Bank—at last! 
... .What is intriguing is the Reserve Bank's 
continued rdiance on 'requcsis' to bankers. It 
is no secret that non-compliance with requests 
to curb clean credit has been the rule. The 
Reserve Bank for its pan has chosen not to 
press its requests too hard, seemingl) accep¬ 
ting the banks’ explanation that the bulk of 
clean credit goes to industry. 

• • • 

University teachers continue to be a poorly 
paid section of the community... The 
[Education Commission’s] report has hardly 
touched on the problem... apart from sug¬ 
gesting parity with government servants, there 
is nothing anywhere in the report to suggest 
compensation for the erosion of mote than 60 
per cent of the salary caused by the rise in price 
levels over the past five years... 1$ it surprising 
then that university teaching often fails to at¬ 
tract the best talent, and that the talent it has 
stiiacted, despite its conditions of work, may 
leave it in favour of other jobs here or abroad'/ 
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will certainty be much cheaper than vanas- 
pati. The vanaspati industry is under no 
obligation to observe any kind of price 
disdpline. The government has neitha the 
will nor the capacity to enforce even a 
modicum of discipline. Since expeller 
rape/mustard oil will become available in 
good quantity after a few weeks—the crop 
is good and the marketing is getting into 
swing—the government will be well advised 
to permit the vanaspati industry to use this 
oil and avail of the opportunity to bring 
about a corresponding cut in the allocation 
of imported oils. In aiQ' cascv the government 
should supply import^ oils to the vanaspati 
industry only at commercial prices. This will 
not only bring more money to the govern* 
mem which could be us^ for the develop¬ 
ment of the oilseeds economy but also 
minimise the adverse impact of imports on 
the prices realised by oilseeds growers. 


Aluminium 


Out-dated Technology 


THE prices of different grades of aluminium 
have been hiked sharply with effect from 
March 1. As a result, the average ex-factory 
price of the metal has gone up from 
Rs 19,535 per tonne to Rs 23,928 per tonne, 
an increase of 22.5 per cent. 

The press note issued by the ministry of 
steel and mines states that on the basis of 
the recommendations of the Bureau of 
Industrial Costs and Prices (BICP), the 
average sale price would have gone up to 
Rs 25,311 per tonne (a rise of 29.6 per cent). 
However, with a view to containing the im¬ 
pact of increase in prices, the government 
took several measures and contained the 
price rise at Rs 23,928 per tonne (22.5 per 
cent). The earlier ex-factory prices inclusive 
of excise duty and the revised prices for the 
three grades of aluminium metal are given 
in the accompanying table. Aluminium 
prices were last revised on December 20, 
1985. 

Imported aluminium has been sold by 
MMTC at a price 5 per cent higher than the 
domestic price. On this basis, imported 
aluminium would have cost consumers 
about Rs 1,350 per tonne more than the 
domestically produced metal, with the up¬ 
ward revision in prices. However, having 
regard to the various representations received 
from consumers of aluminium, the govern¬ 
ment has decided to price imported alu¬ 
minium at Rs 500 per tonne more than the 
domestic ex-factory price inclusive of excise 
duty. It has also been decided to make 
available imported aluminium at a uniform 
price throughout the country whereas the in¬ 
digenously produced aluminium will have to 
bear the flrdght to difrermt parts of the 
country. Thus, in effect, the total cost of 
imported aluminium will be nearly the supe 
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Grade 

,(Md Price 

Revised 

Price 

Price 

Increase 

Change 
(Per C^j 

Commeicisl grade ingots 

21,962 

36A4^ 

4,487 

20.4 , 

EC grade ingou 

22,188 

27,152 

4,964 

22.4 

BC grade wire rods 

22,894 

27458 

4,964 

21.7 


as that ^ indigenowily produced metal to 
the usen. 

In the budget for 1917-SI the govemmiQt 
has announced a teduetion in duty on 

CO Grade metal from 13 per cant to 11 per 
cent. Even to, the cx-fKtory price of CO 
metal will go up by 20.4 per cent as shown 
in the table. The user industries feel that if 
the goverrunent’s intention in lowering the 
excise duty was to soften the blow to them, 
the excise duty concession could have been 
made a little more liberal. In the past also 
the government and lowered the duty on 
aluminium with successive hikes in prices to 
give relief to user industries. The excise duty 
was reduced from 44 per cent to 22 per cent 
on December 3,1981. It was further reduced 
to 18.7 per cent in May 1984 and to 13 per 
cent in March 1986. 

With the latest hike in aluminium prices, 
utensil manufacturers, particularly those in 
the small-scale sector, will be hard hit. As 
it is, they are already fhcing a demand reces¬ 
sion and the markm will resist any further 


price hike Similarly, the state dectridty 
boards who consume nearly SO per cent of 
total aluminium output will be affected. 
Most of them are already in the led and thdr 
losses will mount ftirther, if at all they 
manage to lift the metal according to their 
planned purchase schedules. 

Once the giant public sector project of 
Natkmal Aluminium (NALCO) in Orissa 
goes on stream, the domestic industry win 
be under tremendous pressure to generate 
additional demand at home; for the scenario 
will change ftom one of shortage to that of 
surplus. The export option would be more 
or less unavailidile because international 
prices are much lower than Indian prices. 
This is because tlw technology of produc¬ 
tion in India it old, bdonging to the sixties. 
It consumes lot more power as compared to 
plants abroad. Induction of modern 
technology will enable aluminium producers 
to cut dovm power consumption substantially 
and reduce their production costs. This is 
an area which ne^s urgent attention. 


LETTER TO EDITOR 

.I I .1 I . 

Missing Caste Factor 


AMAL. RAY’S analysis of voting behaviour 
in the recent ebrntioiii to local bodies in 
Karnataka (EPW, February 14) suffers from 
two glaring omissions. Ray hat correlated 
the results of the polls to social and 
economic factors. He has also assessed the 
voting pattern of Muslims and SCs/STk. But 
he has chosen to remain silent on the very 
issue that has been widely commented upon 
by other political analysts: the fact that, in 
these elections, both the Janata and the Cm- 
gtess(I) had relied heavily on candidates of 
the two major communities—the Vskkaligas 
and the Lingayats—the outcome being that 
these groups are sure of domiitating the 
newly constituted zilla parishads/mandal 
panchayats and emerging as adhyakshas. 
This has been seen as a retrograde trend 
which will wipe out the gains won by the 
minority communitiet, who had be«i politi¬ 
cally mobilised under Devaraj Urs Icadef- 
ship in the seventies. The Janata party, 
though all along thuparty of these inajor 
communities, does ndt wish its caste align¬ 
ment to be brought into the open so nak^y, 
having mainly Lingayats and Wijckithgas 
as local ^y pr^dents and vice-piesidents. 
It has been seriously considering the idM of 
using the votes, of nominal menriien io 


correct this trend. Ray's study would have 
been far more rdevant if he had attempted 
to aiulyse districtwise poll results taking into 
account the caste factor, which has been an 
inseparable element of Karnataka politics. 
In fact, the Janata reverses in lUmkur, 
Mandya and Kolar in the zilla parishad (Sec¬ 
tions inight well indicate its growing aliena¬ 
tion from the Vokkaliga community, which 
is economically and politically vocal in these 
districts. 

Amal Ray's apprehensions regarding the 
likely areas of tension in working the decen¬ 
tralised model of development administra¬ 
tion are also largely off the mark. Ex¬ 
perience with zilla parishads in other states 
has revealed that the major difficulty in 
transferring functions and finances to locid 
bodies is the political one—the tussle bet¬ 
ween the ziOa parishad president and the 
diistrict minister. With more and more of 
local politicai patronage shifted to. the 
former, the latter is forced to . ti^ file 
backseat and lose inftuchce ai)d prmtigd-in 
his constituency. It is this power str(t|0ti 
whidt deteimines the degree of re^on^idlty 
that be given to the lock! level, 

has neft a. word to say bbouC'this. 
NtwDietlHI ■' 


CAPITAL VIEW 


Elections and Political Calculations 

Romesh Thapar 


IF our non-functioning MPs are so 
distracted by the forthcoming bunch of state 
elections that it is difficult to round them 
up to establish a minimum quorum in 
parliament, president Oiani Zail Singh, no 
longer a storm-trooper of the ruling clique^ 
is taking time off to explore the possibility 
of a second term. In the contact of elections, 
with a multitude of frustrated factions 
crystallising to project parliamentary 'can¬ 
didates', what's wrong if our non-functioning 
opposition thinks that a major splitting of 
vote banks will take place around the 
president's second term. 

From what 1 can gather, the doubtful 
skills of Hemvati Bahuguna are at play. He 
knows that the opposition has no solid can¬ 
didate, and that no one of any distinction 
wants to offer his head for chopping. As for 
the ruling clique, it is also playing with age, 
with communal candidates and with persons 
who will be easily manipulatable. The kite¬ 
flying covers all kinds of political junk, and 
there is no effort to find someone who will 
command continental respect. Such persons 
exist and would return dignity to the 
presidency. 

For some months now, the Giani has been 
building bridges With a host of potential sup¬ 
porters, including Congressiahs who are M 
up with the way governance is drifting with¬ 
out direction. The conviction is widespread 
outside the ruling clique that the election 
results in the third week of March will show 
that the leader of leaders, Rajiv Gandhi, is 
not the vote-gatherer he imagines himself to 
be—and, then, it is assessed that the Giani 
will become an even more relevant candidate 
of a consensus. 

Frankly, 1 am not prepared to forecast 
how we as a people are going to exercise our 
vote. We are a psychophantic lot with a 
genetic malfunction which prevents us from 
mobilising for effective collective action. 
Kerala's fronts may cover a vast array of 
political opportunism, but the rest of the 
country is not far behind. 

Akali politics in Punjab baffle even the 
Akalis despite their tail talk. The Lok Dal's 
antics at a moment of opportunity in the 
Hindi-speaking heartlands speaks volumes. 
The Congres$(I)’s in Bengal are a warning 
signal for other states. And if th< Janata par¬ 
ty is not dismissed as something twisted 
beyond recognition by Chandra Shekhar, it 
is because in Karnataka it has found a leader 
whols beginning tp draw national attention. 

Despite the havoc wrought in our political 
.hfe; the names that dotiuhate the scene re- 
imdnlhe samf Apart from the Cohgiessfl) 
,tq some liniited extent, , the second fine of 
' leil^Sf^capBUeof ihl^ oiverthe affairs 
of tM ,^ia (^;kyi^)|tt^ of the 
the jpotg^bfu^ of ntd 


Kerala, of the National Conference in 
Kashmir, and of the nim heroes in Andhra 
Pradesh and Ihmil Nadu, remains hidden. 
Small wonder that dynasties are sought to 
be built—yes, even, with Charan Singh's son, 
Ajit, and NTR's! 

Programmes remain a very boring subject 
for the politicians despite the elections and 
electioneering. Every single party is for the 
poor. Naturally, it is the largest single con¬ 
stituency, cut through by castes, tribes, and 
communities. And the voter knows that they 
will work for the rich, because that bias is 
what oils their system and lines thdr pockets. 
Even the communists who would match 
word with deed have no grasp of priorities 
and. inter-connections. 

If the elections spark clearer thinking 
within the corrupt and sprawling Con- 
gressfl), then the democratic workings of the 
constitutional process will see a remarkable 
strengthening. But we could move into 
greater confusion if local or regional defec¬ 
tion is strengthened even as central con¬ 
solidation continues. Already, the periphery 
is distancing itself from a Congress-con¬ 
trolled heartland—not an advertisement for 
stability. 

There are far too many intelligent politi¬ 
cians drifting with political parties to which 
they do not really belong. They appear today 
as if they strayed into these parties for ex¬ 
traneous reasons or in a fit of absentminded¬ 
ness. How are forgotten commitments to be 
revived? It is no easy matter in a situation 
where every move towards some rationUisa- 
tion in our political life is suspect. If it were 
possible to bring together a sizeable number 
of seriously concerned politicians around a 
meaningful programme shorn of cliches, 
then a new formation on a continental scale 
could be envisaged—yes, a Bharat Desham, 
but not as N T Rama Rao sees it! 

Interestingly, this notion is being kicked 
around by a number of persons belonging 
to different parties. Perhaps, this is India’s 
way, a sort of meandering preparation which 
awaits a catalyst act. Alternatives are cer¬ 
tainly formed in this way, although the 
mechanics of the modern state and an essen¬ 
tially underdeveloped structure of demo¬ 
cracy makes it more and more difncult. 

What is becoming increasingly clear is 
that the mythology of Rajiv Gandhi and the 
Nehrus Is pretty well shattered. For the first 
time in many years the talk, or gup, centres 
miind the ratiter sharply stated belief that 
to survive India will have to distance itself 
,from, the dynastic dimension. Admittedly 
this is being said as other dynasties are be¬ 
ing atiempted throu^ giving election tickets 
to sons, i^hers and sisters—even widows, 
pur incapacity to vvork together, to fac- 
tic^ise on the'basis ot individual ambi¬ 


tions, is a hard fact we cannot ignore. 

Rajiv Gandhi’s boy-scoutism is best seen 
in parliament. Despite constant promptings, 
he has to stand on his own feet without the 
usual ‘briefs* or ‘reading texts’. He is unable 
to meet the attack of a miniscule number 
of oppositionists. He gets caught in confu¬ 
sions and more confusions. He has no pers¬ 
pectives to show him a way out of verbosity 
and diversionary tactics. The ruling party, 
when attending, either becomes a noisy and 
supportive mob or enjoys the leader’s 
discomfiture. 

What is most distressing is the PM-FM's 
incapacity to project the image of a serious 
leader who is deeply concerned about the 
crises that are gathering. A terrible super¬ 
ficiality pervades the smart remarks that are 
indulged in, and MPs have begun asking him 
to speak with dignity, 'as behoves a prime 
minister of a great country’. This is not as 
easy as it sounds for someone who is out 
of his depths. 

I am afraid t hat by the looks of it the for¬ 
thcoming electioneering is going to spark the 
worst. Polemics and populism have replac¬ 
ed programmatic commitments. So much of 
the campaigning is loud-mouthed or loose¬ 
mouthed, not intended to elevate, only to 
score debating points—and that, too, at the 
level of a school competition. Will our peo¬ 
ple keep accepting this deceitful play of 
words, or change their voting patterns? 

We are certainly stuck as never before. Ex¬ 
traordinary opportunism holds sway and our 
supposedly independent media gives it full 
play. Ikke a sampling of the debate among 
ruling party members on the PM’s badly 
drafted budget. From the comments made, 
you would think that India has been offered 
sublime and immortal wisdom. Yes, they all 
seem to be competing to be chosen as 
finance minister in the reshuffle that is ex¬ 
pected. If this is going to be the pattern, not 
even god can help us! 

Mertfi 13. 
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V«riation (Fer Cfpf) 


' Index Numben of Wholeuile Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Wei^ts 

Week 

Last 

Last 

March 

In 

in 

In 

In 

(28-2-87) 

Month 

Year 

29, 1986 

85-86** 

84-85 

83-84 

82-83 

All Commodities 

1000 

378 8 

-0.6 

5.2 

5.3 

5.7 

7.1 

9.5 

2.6 

Primary Articles 

Food Articles 

417 

352.4 

- 1.3 

6.0 

7.1 

2.4 

4.8 

11.0 

3.6 

298 

335.4 

-0.7 

43 

3.1 

7.3 

6.4 

13.S 

6.2 

Non-food Articles 

106 

321 1 

-34 

13 6 

16 8 

- 10,5 

-2 3 

IS.I 

1.7 

Fud, Power, Light and Lubricants 

8S 

624 2 

0.4 

2.5 

2.5 

89 

26 

7,6 

7.3 

Manufactured Products 

499 

359 3 

-0.3 

5.5 

5.2 

3.3 

6.0 

87 

0.6 






Variation (Per Cent) 



Coal of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1986 

83-86 

84-83 

83-84 

82-83 

For Industrial Workers 

I960 > 100 

688' 

_ 

9.4 

II 0 

6 5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 

I960 » 100 

622f 

-0.3 

8.4 

9.3 

6.8 

8.1 

10 3 

8.0 

For Agncultural Labourers 

July 60 to 

379'2 

-1.0 

40 

60 

4.8 

0.2 

11.4 

5.2 

June 61 c 100 












Variation Rs Crore (Per Cent in Biackets) 


Money and Banking 


Latest 

Over 

Over 

Over 





Umt 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(27-2-87) 

Month 

Year 

28, 1986 

85-86' * 

84-85 * * 

8J-84 

82-83 

Money Supply (M,) 

Rs Crore 

1,37,1% 

- 64 

20,131 

18,866 

15,192 

16,058 

13,011 

10.115 



(-0 3) 

(17 2) 

(15.9) 

(14 9) 

(18 7) 

(17 9) 

(16 11 

Net Bank Credit to Government Sector 

Rs Crore 

71,3% 

324 

12,030 

12,874 

9,579 

8.445 

5,757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

90,465 

116 

10,746 

8,613 

9,745 

10,809 

8.830 

8,247 

Net Foreign Exchange Assets of Banking Sector Rs Crore 

4,048 

272 

1,245 

636 

299 

1,467 

104 

977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

1,00,931 

'628 

16,047 

13,158 

12,475 

n 648 

8,550 

7,299 



(-0.6) 

(18 9) 

(15 0) 

(17 3) 

(19 2) 

(16 4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

7,003 

181 

598 

381 

51 

1,271 

1,190 

758 






(0 8) 

(21 3) 

(24 9) 

(18 8). 

Index Numbers of Industrial 

Weights 

Latest 

Average ot 






Production 
(1970 100) 


Month 

Months* 


Variation (Per Cent) 






In 

In 

In 

In 

In 




1986 

1985 

1986** 

1985' ' 

1984 

1983 

1982 

General Index 

100.00 

216.1* 

217.3 

204 8 

6 1 

69 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250 6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods industries 

14.98 

■233.0* 

230.5 

225 1 

2.4 

2.6 

6.6 

5.3 

-0.9 

Intermediate Goods Industries 

21.33 

192.3* 

188.1 

177 5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

162.1* 

173.1 

164 4 

3.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.63 

142.1* 

157.8 

132.6 

3.4 

0.3 

0.2 

0.S 

6.5 

Ftnreign Trade 

Unit 

Latest 
Month ‘ 

Cumulative for* 

















(Nov. 86) 1986-87* 

1985-86* 

1983-86 

1984-85 

1983-84 

I98^83 

1981-82 

Exports 

Rs Crore 

925 

7,997 

7,186 

10,420 

11,833 

9,872 

8,908 

7,803 





(-12.1) 

(20.0) 

(10,8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,508 

12,446 

13,136 

18,371 

(7.0) 

17,173 

13.763 

14,356 

13,671 





(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-383 

-4,469 

-5,950 

-7,931 

-5,318 

-5,891 

-5,448 

-5,868 

Employment Exchange Statistics 

Unit 

Latest 
Month ' 
(Nov 86) 

Cumulative for* 








1986 

1985 

1983 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

29,853 

29,833 

26,134 

26,270 

24,861 

23,034 

19,753 

17,838 

(as at end of period) 





(5.7) 

(7.9) 

(16.6) 

(10.7) 

(8.3) 

Number of Registrations 

Thousand 

341 

3,038 

5,364 

5.766 

6,220 

6,736 

3,862 

6,277 




(-7.3) 

(-8.0) 

(15.3) 

(-6.6) 


Number ot Vacancies Notified 

Thousand 

50 

336 

629 

657 

707 

827 

820 

895 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number of Placements 

Thousand 

23 

326 

349 

373 

407 

486 

474 

305 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1983-86** 

1984-85** 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (Current Pnces) 

Rs crore 2,13.024 

1,90,888 

1.72,704 

1,43,565 

■a 

1,14,021 

95'.474. 

W,326 

Gross Domestic Product (1970-71 Prices) 

Rs cr<M 

64,988 

61,838 

39,341 

35.032 

50.736 

47,138 

49.633 

Per Capita Income (1970-71 Prices) 

Rupees 

798 

775 

764 

721 

713 

700 

> 664 



* For current year unto latest month for which data are available and for cortespoadiiqt period of last yiar. 

** Excluding gold and SDRs > 

-t Upto latest month for which data are available. 

+ + Provisional data. < 

Nota. (I) Superscript numeral denotes month to which figure relates, e g^ superscript' indieatel that the flgttre is for JadutpVtlhdild <Mk, 
(2) Figures in brackets denote percentage variation over previous period. 






FROM THE IVORY TOWER 


Wiimerg and Losers in 1987-88 Budget 

Anm Ghosh 


TOE nm quettion everyone uks you hxiay 
Ik what do you think of the bud^7 Beo> 
pk^s attention ii riveted to thb teinual eaer- 
dac to an extent no kMiger wananted by the 
a doptio n of the Lonf%rm Haeal FMky 
(LTIT) since last year. In the baek|round 
of the LTFP what did petite expect? Both 
the optimism before the^budgM and the 
subsequent disappoinonent (expressed by 
even sophisticate commentaton Uke the 
editor of a leading financial daily) indicate 
a choree of naivete which is difficult to 
understand. 

The finance minister—in the person of the 
prime minister—had little optkm in the light 
of the LTFP. arid both he (and bis advisers) 
deserve to be compUmemed, except as noted 
in the next para, on maintaining the general 
stability of tax pcdit^ announced as per the 
LTFP last year; and secondly on a number 
of other signals which imply a partial rever* 
sal of some of the suicidal policies pursued 
in the past in the name of ‘liberalisation’, 'f/e 
would have occasion to get back to these 
issues later. 

But there are one or two aspects of the 
latest Finance Bill which reveal the naivete 
of the finance minister and his aides because 
tome of tlie provisions of the Finance Bill 
arc just not sustainable and, if sustained, wiU 
certainly kill most public sector undertak¬ 
ings. The Finance Bill now provides for the 
addition of a new Section 192E which pur¬ 
ports to say that in respect of all payments 
for feeds, royalty, technical services and 
commission td>ove Rs S,0b(K payment of tent 
exceeding Rs 3d.000 aiiid payment of goods 
exceeding Rs 1 lakh supplied to government, 
local authorities, and public sector under¬ 
takings, a prior deduction would be made 
(by way of income tax) by the authority 
m^ing the payment and deposited as ad¬ 
vance tax payment. Fbr goods supplied, the 
tax deduction would be at 5 per cent, which 
assumes a 10 per cent profit on turnover. 

Quite apart from the Impossible resource 
crunch that this provision is likdy to entail, 
the amount of actional pi«ier>wotfc faiwol- 
ved would be colotsid. Let us assume SAIL 
it telUng Rs 100 crOra wortii of sted to 
BHEL, it would pay BHEL pttiy IU9S emn 
and dqyosit Rs 5 crors with the Unasury as 
advance tax paymoit ty BHBL. Bnr sick 
phbite se^ unite, whM (naln no profit, 
this te gdiite to pt^itoustainidde since— 
aveo t^ogh thiy'qw Sd a reRind in the 
fhhMW ojf tinw--^ ctadt dnodi vsOttld 
kWw f(^ them. Oahtty; dw linpEitetioite 
Of IxwisMi wHK.iim dhatiy thO^^ 

' >.niyealid..tha|h>fit<xberi«^. 


fortunatdy very few people have really com¬ 
mented on the total ebsenee of control ex¬ 
hibited by the government to fer in this 
regard. Wasteful expenditure has been in- 
cieasiiig at a frightful pace; and we appear 
to be In for.an era of organised group 
holding the country to lanaom, trying to 
improve itt lot at the expense of the vast 
number of the unorganised workforce. 
Whether it is the civil servant, or the techni¬ 
cal personnel in govemmoit (like engineers), 
or the police or the army, each organised 
group has succeeded in the past few years 
in improving its share of the nationd pro¬ 
duct (which has been growing much too 
slowly for comfort) at the expense of all the 
others. 


Character of Growth 

Let us take a look at this last issue, the 
growth of the national product. The Econo¬ 
mic Survey for 1986-87 has been emphatic 
in regard to the overall growth of the na¬ 
tional income by approximately S per cent 
annually, over the past few years. But has 
our economy really grown by that percen¬ 
tage? If we leave out the services sector, and 
revert to the concept of net meterial product, 
as in vogue in the socialist countries, the 
growth rate woitid be seen to be much less. 

The growth rates, at 1970-71 prices, of the 
major sectors—and we quote figures given 
in the Economic Survey—have been as in¬ 
dicated in the accompanying table 1. 

The net output of agriculture and allied 

Table 1 


activities increased from Rs 210 billion in 
198041 to Rs 240 bUlion in 1985-86 (at 
1970-71 prices), an increase of some 14 per 
cent in five years, or a compound rate of a 
littic more than 2 per cent. Manufacturing 
has, on an average, grown by a little more 
than S per cent, hardly a growth rate which 
can be described as encouraging. The highest 
growth rate has been in public administra¬ 
tion, defence and other services, by more 
than 9 per cent on an average. Is this a 
measure of growth? Or a measure of the call 
made by this sector on the net material pro¬ 
duct (produced by the farmers, the factory 
worken, et al)? Let us remind ourselves that 
the contribution of the government swtor . 
to the national product is a conventional 
one; wages and sdaries paid to deforce per¬ 
sonnel become a part of the national out¬ 
put by deflnition. Also, if trading incomes 
have grown—and by all account, they seem 
to have grown—is that an index of prosperity 
or of a shift in the distribution of the 
aggregate net output? 

Let us look at the problem in another vnor. 
Let us look at the net per capita availabiU^ 
of foodgrains in the economy. Once again, 
let us quote from the Economic Surv^ (see 
table 2). It would be seen that in the last five 
years (on an l /erage), while the per capita 
consumption of cer^s has increased, the 
consumption of pulses has gone down even 
more than the increase in cereals consump¬ 
tion, so much so that the aggregate con¬ 
sumption of foodgraiiu has, in feet, gone 
down marginally. The important p<^t to 
note here is that for the poorer sections of 
the population pulses have been the main 
source of protein and the steep decline in the 


(Percentage change pom year to year) 





1981-82 

1982-83 

198344 

198445 1985-86 

Agricuitural and allied activities 

Mining, manufacturing, construction, 

4.5 

-2.8 

11.2 

-0.4 

1.5 

power 


4.9 

5.4 

4.9 

5.4 

6.6 

‘Rantpon, communications and trade 

7.4 

6.7 

5.8 

5.2 

6.3 

Banking, insurance and red estate 

Public administration, defence and other 

5.2 

8.7 

6.0 

7.1 

7.3 

services 


8.7 

9.5 

9.1 

10.7 

10.1 

Gross domestic product 


5.6 

34 

8.1 

3.9 

5.1 



Tams 2 





Per Cuita Net Availability Per Day (in Oiams) 


Ceraali 


Pulses 


Tbtal 


1961 

399.7 


69.0 


, 468.7 


1962 

398.9 


62.0 


461.9 


1963 

384.0 


59.8 


443.8 


1964 

4(H.O 


51.0 


480.1 


/iaviuge 

400.4 


60.7 


461.3* 


1982 

4148 


39.2 


455.0 


1983 

396.9 


39.5 


436.4 


inf 

436.1 


41.1 


477.9 


1985 

415.9 


38.1 


454.0 



420.2 


39.8 


460.3* 



‘Hwtoti^ may ite) Rdd up due to rounding errors. 
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Gonsumiition of pulses is therefore dirturb- 
ing. even as the overall consumption of 
foodgialns has remained more or less stag¬ 
nant. Secondly, it would be seen that the pa 
cai^ta consumption of foodgrains mtained 
as far back as 1965 has not so far been 
equalled. 

It is true the per capita consumption of 
foodgrains in the sixties was made up not 
only of domestic production but also of im¬ 
ports. while we have tod^, in addition to 
■UmiiMttini import, also built up a substan¬ 
tial buffer stock of foodgrains. But the fact 
that die per capiu consumption of food- 
grains in the past Hve years is marginaUy 
lower than, the per caidtt consumption in the 
first quinquoinium of the sixties speaks 
volumes about the distribution of income in 
the country, no matter what the statisticians 
inthe CSO say about increasing number of 
people having been raised from bdow the 
poverty line through the IRDP and other 
anti-poverty measures. 

Ihke another area in regard to which the 
budget speech as well as the Economic 
Survey seem to express satisfaction, namely, 
the containment of imports and the buoyancy 
of exports. As per the Economic Survey, ex¬ 
ports during April-Septonber 1986 increased 
by 13 per emit over exports during AprU- 
September 1985. In terms of the US dollar, 
the survey speaks of an increase in exports 
by 10.6 per cent over this period. But the 
survey does not, unlike the annual report of 
the Reserve Bank of India, speak of export 
growth in terms of the SDR, and we all know 
the dollar has been sharply declining in value 
in rdation to the Japanese yen, the Oerman 
mark and other European currencies, and 
since the Reserve Bank reports take a long 
time to get printed, we would not be able 
to get an idea of the export growth in terms 
of the SDR for quite some time One could, 
of course^ painstakingly work out these 
figures month by month, by recalculating ex¬ 
port values in terms of the SDR, but even 
without such calculations, one can say that 
the buoyancy in exports has not been really 
^nlficant. For instance, the pound-rupee 
rate declined by as much as 8 per cent over 
end-August 19M to end-February 1987, and 
in terms of the SDR the devaluation of the 
Indian currency may well be even more 
signiHcant. 

On the import side, the containment of 
the growth of imports has been whtdiy ac¬ 
cidental, as a result of the fall in tril prices. 
Again, according to the Econcmiic &rvey,. 
the decline in the import of POL over Afu^ 
September 1986 (as compared to April- 
Sqrtember 1983) has been by as much as 38 
per cent, white the import of capital goods . 
hu increased by 47 per cent. 

it is in this context that one is glad to see: 
a graduid return to realism in fiscal poUcy 
riiaifflg to imports; the import thity On ‘pro¬ 
ject taq^orts’ has been raised Rom 3$ per 


cent to 85 per cent. EquaUy Welcome is the 
tax on foreign exchange aeteated for travel 
abroad, a* also the tax on expenditure (in 
lupca) incurred in five star hotels. These arc 
pointers to a return to some degree of sanity 
in fiscal policy, though (me wishes that our 
presem economic poUcy-makers did not have 
to learn the bitter truth in regard to the 
philosophy of self-reUance at the expense of 
domestic machine tools industry which has 
actually recorded a dedine in 1985-86 as 
compared to 1984-85 (pace the Economic 
Survey), and would doubtless have recorded 
a further decline since April 1986. 

So much for the broad developments in 
the Indian economy over the past ye ar. As 
indicated earlier, in the light of the LTFP, 
one should not have expected any major 
departure in direct taxes in the 1987-88 
budget. So, to examine the implications of 
this year’s budget, we really ne^ to examine 
the proposed outlays of the central 
government. 

SEVENTH Plan, the Loser 

Let us, then, take a look at the apendituie 
of the central government. We would here 
take up only a few heads of expenditure 
which would tend to indicate that the pre¬ 
sent government appears to be totally em¬ 
broiled in problems of law and order and 
of security, in addition to paying out an in¬ 
creasing ptmion of its revenues on interest 
payments, to the exclusion of plan invest¬ 
ments (see table 3). 

VUi have used the budget estimates for 
purposesof comparison. In fact, one should 
really consider the increase in the outlays 
over the past few years, but inthe absence 
of a series, at least the anticipations at this 
time last year, and the currently budgeted 
figures indicate a sea change in the very 
approach of the govenunent fo regard to tlw 
diverse problems facing the economy. 

Defence expenditure is, of course; a holy 
cow. But does anybody know on what pie- 
dsdy we are speiiding so much money, and 
whether the enormous sums being expaded 
ate being spent wisely? Beminse everything 
concerning defotce is so secret and hush 
hush—to people in this country, though not 


to the fordlgn powers—are we sure tltese 
fondsare being i|>«)t optimally even for tins 
defence of the Gentry? And basically, it is 
redly the answer, this enormous increase in 
defence outlay and outlay on our police 
foTcO? The increase in outing on these heads 
implies so much lets money for owdev^pr 
ment, for the infrastructure; which woidd 
also imidy. over time; a slow down in our 
growth rate su<di as it istcxlay. If there is a 
slowdown in the growth rate; we would have 
to spend more and more money to keep 
down social unrest, that is on the mainten¬ 
ance of law and onter. For the workers ate 
certain to demuid an increase in their share 
of the national inoduct, which is in any case 
unlikely to grow mudi if there is a slow down 
in development expemUtute. There would be 
competing demands from every organised 
group; and no matter what the prime minis¬ 
ter he carmot keep the budgetary deficit 
from shooting up unless he clamps down on 
essential outlays on development. 

That is the problem with the 1987-88 
budget. 

We promised to get bade to some issues 
which have been the subject of public 
criticism of this year’s budget. The capital 
market is reported to have gone bearish after 
the budget, presumably because of the 
‘minimum tax’ parable by all profit-making 
companies. (Tlw dump could not have been 
due to the new section 192E in foe Finance 
BUI because; as of writing, there hiu not been 
a word of protest on this account.) But what 
is fob tax worth? The rate works out to 15 
per cent of profits, and our business tyccxms 
appear to think tlut their (highly) profitable 
companies should not make even this mini¬ 
mal contribution to foe exchequer. 

The main complaint of housewives as also 
of the ’common man’, as per TV reports as 
wdl as some other comments reported by 
foe media, has been that the income tax ex¬ 
emption Gmit has not been raised or foe per* 
soiial income tax rates lowered. Indeed, fob 
view has been propounded by many eminent 
men. This b the level to which our crithdsm 
has descended, and even many pnMninent 
pubUcmeacannottUnkofanyproblemcR- 
C^t insofiir as it afftett them personalhi’. But 


Tables 



Budaet 

Outlays (Rs croie) 


1M<S-W . 

1M748 

BE 

PMceatage 

Incietie 

(1) Defence 

9284 

13216 

42 

(2) Fdlce 

: 706 

1065. 

30 

(3) Interest payment 

(4) Subsidies 

8750 

10650 

22 ■■ 

(a) Fbod 

1750 

2000 


(b)(brtiiiser 

1930 

1S«0 


(c) Export 

Tsssr 

800 

4710 


(3) IRDP/MREP/RLEGF 

1093 

1194 

y 9-'';:: 

(^ Approved annual plan outim 

22300. 

24ea ■ 



«ttv the LTFP->4»iMiIwr «« <tMe with the 
potky ornot. aiid the pteseat writer hei hed 
a lot of inisgiviiip on this count—we mptt 
at least expect some stability in our tax 
poHdet. Hence* apart from the naivete of 
the policy advisers in regard to the new 
section 192E of the Finance Bill, they have 
shown some degree of wisdom in the matter 
of tax pdiey, as well as in the direction of 
the economy through various fiscal incen- 
tnes/dboentives. The complaint of business, 
on the other hand, against the 30 per cent 
*ihinlmum tax' mi book profits is without 
any basis, whether in equity or in economic 
rationale. 

Budgetary manipulations are not lelevam 
in the Indian economy except insofhr as the 
budget imparts (or fails to impart) a definite 
push to the growth process in the economy. 
The patently obvious ‘mistake’ in regard to 
the proposed new section 192E apart—since 
the government did not apparently realise 
its implications—the taxation adjustments 
propel do not adversely affect the Indian 
business community in any vital manner. 
Indeed, the changes in indirect taxes are 
calculated to help Indian industry quite 
significantly. But, the plan prograinroe today 
is increasin^y burning irrelevant owing to 
the paucity of resources. As observed earlier, 
the composition of the GNP has been ra¬ 
pidly changing of late, in-place of emphasis 
on production the emphasis todiqr is increas¬ 
ingly on trading activity. We are ali becom¬ 
ing adept at living off the labour of others. 
The steady increase in tertiary income, and 
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the increase in ‘rentier’ inqame is evidence 
of that, the budget could have provided a 
thrust to the economy by signalling higher 
production of goods through larger plan in- 
vestihents (The government could also have 
provided for a reduction of the rate of in¬ 
terest generally to help the cause of invest-' 
ment, but that is a separate issue:) The im¬ 
portance of the budget therefore arises 
primarily from the nature^ pattern and ex¬ 
tent of government outlays. It is in this area 
that the budget disappoints. In real terms, 
the plan outlay is not likely to increase 
Public investment—as a percentage of 
government outlay—is likely to decrease, 
leading to a decline in the overall rate of 
saving and investment. 

The reason is our excessive preoccupation 
with the buikt-up of arms, with the strength¬ 
ening of the police force to keep law and 
order. But the best way to maintain law and 
order is to foster greater egalitarian growth. 
But the growth process is likdy to slow down 
as a result of the 1987-88 budget. The 
modernisation of the Indian economy— 
which appears to be the recurring theme of 
Rajiv Gandhi, also repeated in the budget— 
would remain a distant dream, as long as the 
government does not wake up to energise the 
prime engines of growth and modernisation 
namely, the infrastructure and the basic 
goods sector, for which the government has 
direct responsibility. 

The loser in the 1987-88 budget, clearly, 
is the Seventh Five-year Plan, and invest¬ 
ments in tune with plan priorities. 


came to watch cricket but said that he 
himself played football. It would have been 
good had he travelled to Calcutta. The hurt 
middle-class pride of Calcutta, because of 
Gavaskar’s refusal to appear there, would 
have been partially salved by the arrival of 
such a distinguished football fan. Maybe, 
general Ershad is planning a visit to that city 
when the next test match is played there 
Anyway, Zia made the cricketing diplomacy 
quite an event. The Indo-Pakistan test series 
1$ getting to be excruciatingly boring. So 
some relief from the city of Ajmer. Through 
his short visit he achieved what diplomacy 
is supposed to achieve: to come to see and 
to confuse! 

It is quite an exercise in diplomatic 
brasstacks to have timed the Qadir perfor¬ 
mance on the Pakistan bomb so well. No 
state has announced to its adversary its 
nuclear bomb in such a superbly confusing 
manner as Zia did to India. Is Ihtkistan a 
nuclear power? At one time he seemed to 
answer the question in the affirmativci at the 
other in the negative. Is the bomb ready and 
safely placed in the basement? What is the 
progress on the delivery system? What would 
the Americans do in the event of Pakistan 
actually exploding a device? More impor¬ 
tant, what would and should India do? 

To be sure, these questions will continue 
to be debated. The nuclear debate in our 
country has for the first time become or is 
likely to become a political debate. So far 
the anti-nuclear noises were being made by 
well-meaning liberals and humanists. The 
pro-nuclear noises were being made by the 
defence establishment. The issue did not ap¬ 
pear to an average citizen an immediate issue 
impinging upon his daily existence. Now it 
is no longer so. If Pakistan has the weapon, 
we have got to have it. This is going to be 
a general view. Let us not deceive ourselves. 
It is not a view of the minority of hawks. 
All this American terminology (remember 
with Vietnam days) of hawks and doves is 
not persuasive at all. The fact of the matter 
is that India and Pakistan are moving inex¬ 
orably towards bectnning nuclear powers. It 
may even be permissible to aigue that both 
are in fact nuclear states already. 

If this is so, which we suspect is the case, 
good sense conrists in assessing the signifi¬ 
cance of a nuclear South Asia rather than 
to debate entUessly whether we want a non¬ 
nuclear South Asia. It is impossible even if 
it were desirable. No government in New 
Delhi can hope to carry conviction either 
with its own people or with the world if it 
lets the Pakistani nuclear initiative go 
unresponded. It would be interesting to 
know how our Left reacts to this situation 
now. So far none of the communist parties 
has t^ked in favour of a nuclear India. It 
is going to be difficult for them to argue in 
favour of a non-nuclear India any more. 

Let us recognise one thing squarely. 
Pakistan is a nuclear power, whatever be our 
response. India cannot base itself on the 


Of Cricket, Peace and Bombs 

GPD 


TWO Abdul Qadits from t^kistan have been 
in the news lately. They seem to spell their 
names slightly din'erently. They have also 
fared diffeientiy in our country. One of them 
is a leg-tpinner iH (he Pakistan cricket squad 
currently touring India. The other is the Ri^a 
Ramanna of the Pakistani nuclear establish¬ 
ment. Yes, we know that Ramanna has 
rallied. Wb use his name because we cannot 
remember which one of hii two deputies has 
succeeded him and which one has sought 
voluntary retirement! Yk mention this 
because a thought crosses our mind. Now 
that Junejo it angry with Abdel Qadir (the 
atomic sdentist) he might well tell Kuldip 
Ngyar when he is in Pakistan next that he 
mi^ see a new boss of the atomic establish- 
mehi in Pakistan! But let that pass. 

Thera is Bttle doidM that the nuclear Qadir 
haS-Bned better than the leg-eptnner Qadir. 
IBs intOrview with KuidihNayar,.the subte- 
qaent demab.ahd arnflnnations, the lackr 
1^:^ e^tor of The hfas/lm Hhe has 
dfci^itfse), Jwu^o’s anger at the 
Ihfld^'SiRlntsiefttf Slide lOf 

tjrat,; 


Pakistan would continue its search for 
nuclear energy (for peaceful purposes)—ail 
this once again shows that Zia-ul-Huq 
knows diplomacy and foreign polky handling 
better than his counterparts in New Delhi. 
That is the only relevant comparison; for 
four decades after the partition the condi¬ 
tioned reflexes of the Indians and Pakistanis 
are substantially the same as were those of 
the Congress and the Muslim League in 
British India. This is easily notice^le here 
in India. It would be so there too; had 
Pskistm had a comparable galaxy of right- 
wing liberals and anti-Soviet radicals. 

Within a rdativdy short span of time, the 
‘brasstacks’ of Indo-Pmcistan rHations 
became visiUe once again. What did the 
military exercises, the ploy-up of the tension 
and the subsequoit rather bhmd anti-climax 
on the Indb'Pak border achieve we do not 
yet knbw. Not being defence eeperts we are 
required t« say that maybe aU that exercise 
wiismm meSmtngless, if the teamed people 
on. the iitttp artel theTV are saying so It oer- 
ta^y bKHi^t & to Jaij^. (Thimk Allah 
t^ lie ^Anot travel to Mimcdabad.) He 






auumption that a nuclear Pakistan is a myth 
amt that it need not worry us. It is true that 
Pakistan cannot and will not drop a bomb 
on India. Unfortunately such realism is not 
adequate for conducting modern-day inter¬ 
national politics. Oorbachev is not going to 
drop a bomb on Paris or Bonn or London 
or New York. But Margaret Thatcher or 
Helmut Kohl or Reagan is not persuaded by 
that. Let alone this group of rightwingers, 
even a leftist like E P Thompson is not per¬ 
suaded by the Gorbachev position. If 
Journal is any guide, the end of the East 
European ‘totalitarianism* is the only guar¬ 
antee of peace! As long as ‘totalitarianism’ 
there persists you cannot blame the 
Americans as the chief culprit. So no real 
disarmament unless the eastern European 
communists mend their ways. We cited 
E P Thompson and his END Journal 
because some of our Europhiles fondly 
believe that E P Thompson’s hostility to the 
Soviet system is better than K Subrahmanyam’s 
hostility to the Zia-ul-Haq system. One can 
only say that it is much better to be anti- 


Zia than to be anti-Gotbachev. 

Tins detour was made mainly to untterllne 
the point that the nuclear weapon is not a 
military weapon. Rather it is a political 
weapon. The debate on the nuclear weapon 
becomes inevitably a debate on the system. 
We do think that the nuclearisation of south 
Asia is an estiension of the SovietiAmerican 
divide to south Asia. The PUcistani bomb 
is an American bomb. Our response to it has 
to be in those terms. A sound anti-nuclear 
argument in India cannot be made without 
reference to the extenrion of the American 
power which cannot be intended to augment 
Indian power and devdopment. Those who 
think that the American nuclear presence in 
south Asia, which is what the Pakistan 
weapon in reality is, is nothing to worry 
about cannot obviously be concerned about 
it. The argument thatwe should not be wor¬ 
ried about the Pakistani bomb is unconvin¬ 
cing because it is not a Pakistani bomb. It 
is a part of a greater process of tightening 
the noose around India, a process to which 


other biggef powem ato a party, - 
It is possible lb airgiu that tha sdtttion fd 
t^ cannot be a nudear India. What ia not'^ 
clear is the alternative solution. One aoltf- 
tion could be a security trady with the Smdet 
Union which would make that power an bn- 
mechate party to rising tendons in south 
Asia. But that would mean the and of nmi* 
aQgnmeM. A Soviet umbieUa agdut 
nuclear threat m blaOkmaU is a solution. 
How many would like that solution? Baiiv 
Gandhi would not. Chandtashekar or 
Ramdcrishna Hegde would not. Advani and 
Vajpm«e would not That is out What then 
is the oinion? ‘Ignore the Pakistani bomb* 
can be exercise in rhetoric. It cannot be a 
viable political policy. We do not know the 
answer. Nuclear India or a Soviet nuclear 
umbrella are the only options open to us at 
the moment. We shall only mention these 
two in the hope that someb^y would come 
up with a third viable option. Nobody can 
predict if it would be better than these two. 
But at least the debate would have moved 
a step further and in a realistic direction. 
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REPORTS 


KERALA 

Communal Parties and Crisis of 
Coalition Politics 

PKG 

EVENTS wUb political, communal and educational institutions, nursing homes and 


sociological overtones have overtaken Kerala 
and the worst fean about certain major part¬ 
ners iq the coalition set-up have come true 
The Kerala Congress, which was formed 
primarily to project the interests of Chris¬ 
tians of centra] Tkavancore, cfatims to repre¬ 
sent the minority Christian community (20.6 
per cent of the population). Christians form 
a Uttte over 50 per cent of the population 
of the districts of Idukki and Kottivam end 
of certain talukas of AUeppot The Kerda 
Congress has launched an anti-centre agita¬ 
tion on the main plank of the neglect of the 
state by the centre. Also it wants to meige 
as the defender of rich peasants and plan¬ 
ters, usurious moneylenders, large urban 
property owners as well as traders and pro¬ 
fiteers who resort to large-scale evasion of 
taxes. It may be remembered that it is the 
same leadership which had voted against the 
Congress ministry headed by R Shankar and 
brought about its downfall. These defectors 
constituted themselves into the Kerala 
Congress and as a minority community par¬ 
ty it has joined one or the other majority 
parties (the Congress or the Communists) 
and has managed to be in power. It has got 
away with many concessions over the years. 
For a short period the Kerala Congress split 
itself into two wings which enabled one wing 
or the other to be in power always. This 
arrangement suited the church and enabled 
the powerful detgy to widd substantial 
political leverage irrespective of political 
changes in the state. Recently with the 
formal merger of its two factions, this ’per¬ 
manent minority party’ seems to tove 
adopted as its immediate goal emergence as 
a ‘r^onal party’ on the analogy of DMK 
in Ihmil Nadu and Iblugu Desam in Andhra 
Pradesh. Hence the loud complaints about 
the ’neglect’ of and ’discrimination’ against 
Kerala by the central government. It laun¬ 
ched a ’rail roko^ agitation and ‘jeep jathas’ 
against the centre on the issue of the fal) in 
coconut prices. 

The traditional vote banks of the Kerala 
Congress reprment also a well organised 
ctmununal force, substantial in terms of the 
fiiumcial resources at its command and the 
close-knit organisational strength it has buih 

in certain regions and pockets ,of the state 
t^ugh the machfatety ot diutches ai^ 
lushes. It is itttlnMted tiiat the ChristiSth 
church in Kerala receive a iittW oyer Rs 200 
croR annum u mhittancM hum US aii^ 

German miuioaaries. .%tdhe^ 
igM ^tai iai^ umitous 

>'lipidB^'"|iiaiatathiM,..-Uu^ mniorK of 


hospitals, this community atn extract what 
it wants from the rest of society. 

Next in importance from a political angle 
is the Muslim community (21 per cent of the 
population). It dominates the districts of 
Mdappuram, Calicut and Kasargode. It 
secur^ the formation of Malappuram and 
Kasargode districts whidh has helped the 
Muslim League to emerge as a regioiial party 
to be reckoned with both by the Congress 
and the Communists. The Muslim League 
has of late become mote aggressive in sup¬ 
port of Muslim fundamentalism. It is en¬ 
gaged in an all-Kerala agitation in the name 
of the Shariat to deny the rl^t of Muslim 
divorced women to get legal maintenance 

The recognition extended to these legioiutl 
parties by national parties like the Congress 
and Communists has also encouraged the 
emergence of the National Democratic Party 
(NDP) representing the Nairs and the 
Socialist Republican Party (SRF) represen¬ 
ting the Ezhavas. This in realty has helped 
only to weaken the Congress and the Com¬ 
munist parties through a deep erosion at the 
margin of vote banks traditionally belonging 
to these national parties. The Congress has 
been the bigger loser which again has hdped 
the growth and consolidation of the Kerala 
Congress and the Muslim Leaguo The result 
is that both the Congress and Communist 
patties ate becoming mote and more depen¬ 
dent on the Muslim League and the Kerala 
Congress for their electoral Wctories, en¬ 
couraging manipulative politics as against 
the dewtiopment of value-based politics. 

It is in this light that the Congress party 
should evaluate recent events in ib^a 
politics. The aggressive Kerala Congress is 
attempting to enlarge its influence into the 
Ezhava, Nair and Harijan splinter groups 
through corrupt practices and use of black 
money. It has sought to put on the mantle 
of a r^onal party and shed its communal 
character. The R Balakrishna Pillhi episode 
in Cochin on May 25, 1985 was only the 
forerunner of many events to come. The 
Kerala Congress has openly encouraged 
regiotud and separatist, feelings in pursuit of 
its anti-centre stance 

Surrender politics 

The present coalition government in¬ 
citing the Kerala Congress and the Muslim 
, Leai^ as the dominant communal parties 
. has lad Ixf surrender politics of the worst 
kind. The Kerala Congress has been control- 
Uqg Anait ahd law for over six years and 
nvemie Riid education also during the last 


three and a half years. The Muslim League 
controlled education and public works fmr 
several yem and has been controlling In¬ 
dustries. Public Works and Civil Supplies fm 
the last three and a half years. 

The financial difficulties of the sute are 
in no small measure due to the concessions 
given to particular groups of people. Some 
instances of the numner in which important 
taxes like the sales tax are administered and 
the refusal to adequately tax certain groups 
are given below: 

(a) Land values in the sute have gone up 
several times during the last ten years. Due 
to the inflow of foreign remittances, the 
number of transactions have also increased 
several fold. But receipu from stamp duties 
and registrations have not shown a cor¬ 
responding increase. The prices shown in the 
sale deeds are not even one-tenth of the ac¬ 
tual prices paid. The system of fixation of 
minimum price that is followed in all other 
sutes has not been introduced in Kerala yet 
despite announcements in budget speeches. 
This is because most of the buyers are Chris¬ 
tians (planters and bankers) and Muslims, 
(foreign remittance holders). At least Rs 50 
ciore are lost to the government annually this 
way. 

(b) The manner in which government 
cases are dealt with in the courts including 
the high courts has major implications for 
the success of government policies and c(d- 
lection of taxes. The appointment of goveni- 
ment pleaders and government counsels is 
largely according to the dictates of the Kerala 
Congress. They defend or fail to defoid 
cases according to the informal directions 
given to them by the Kerala Congress minis¬ 
ters and leaders. Several tax cases and educa¬ 
tional cases have been lost this way* 

(c) Kerala spends a major share of its 
revenue on education. With the fall in the 
rate of growth of population during the last 
ten years there has b^ need only for a few 
schools in the backward areas. But hundreds 
of schools (more than 600) have been started 
during the last three and a half years mostly 
in the private sector: IWo-thirds of the private 
schools in the state are under Christian 
mamgements. It has been estimated that un¬ 
necessary expenditure of at least Rs 25 crore 
is incurred every year on surplus teachers. 
Since the government meets the full salary 
expenditure of private school teachers, tiw 
pressure for starting new schools is due to 
the large sums collected by managements ter 
appointment of teachers (for one teacher 
the amount taken as bribe is as high as 
Rs 40,000). Similarly new colleges and new 
courses in existing colleges have been sanc¬ 
tioned for private managements without ar^ 
rationale; again leading to additional govern¬ 
ment expenditure since the salary of coll^ 
teachers is also folly paid by the government. 
Because of the simultaneous control of the 
finance and education portfolios by Kerala 
Congress ministers, governinent sanakm is 
also given wit*''ut cabinet ^proval. Fbr ex- 
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tioi^ thk ynr. These would cvHituaOy COM 


quality of its piiblk wmIo, be it Mads, 
hiiiUB^ irrlgatkmorpdMarproJaots. Now 
the cnMn^ngoiianUatioM fa the state are 


. siBted.nptfa’aa^'iotatovsniMfacdWf^' 


Rs 6 crore for being fkiUy estabhihed. Thoc 
it no provision fa the pto for this order of 
additional espendfaire. The dedskm to sanc¬ 
tion their establishment in the private sec¬ 
tor was taken by the cabinet due to the 
pressure of the Kerala Congress. When such 
large-tcaie unplanned expenditure is under¬ 
taken under pressure, tlw pianned and ap¬ 
proved programmes naturaily suffer great¬ 
ly. The deficiencies fa the implementation 
of the plan as a whole are basically to be 
traced to these unpiarmed and uncontrolled 
spending sprees. In order to cover this up, 
the Kerala Congress loudly raises the bogey 
of ‘neglect’ by the centre and ‘discrimina¬ 
tion’ by the Finance Commission. 

(d) ^croachment on forest land has been 
going on for years. Such encroachment is en¬ 
tirely by Christians who are supporters of 
the Kenda Congress. It has tato place in 
their original areas of Kottayam, Idukki and 
other places in south Kerala. But these peo¬ 
ple have encroached extensively into forest 
areas in the Malabar region alsa There is 
tremendous pressure from the Kerala Con¬ 
gress to give pattas (title deeds) to all the en- 
croachers. The original tree v^owth in all 
these areas has been destroyed and large 
sums have been appropriated by these 
encroachers. 

Vast areas of private forests in Malabar, 
which were takm over by the government 
were originally with Muslims. In cases 
relating to these private forests, there is 
pressure to deviate from the provisions of 
the law so that cutting of the trees from these 
forests can continue. An ordiiumce which 
has been re-promulgated several times and 
which would make the law stricter is not be¬ 
ing ailowed to be made into an act by the 
Muslim League. Delaying the process of 
enactment in this case was a speciHc con¬ 
cession that had to be shown to the Muslim 
League when it threatened to put up its 
own candidate to the Ifaiya Sabha when 
A K Antony was sponsor^ as a candidate 
by the Congress. It is a clear case of sur¬ 
render politics. 

The majority of the sure’s public enter¬ 
prises are under the industries department. 
Their performance has been unsatisfactory. 
Late prime minister Indira Candhi had her¬ 
self called for their reorganisation as early 
as in 1982 when she visited the sute for 
review of the progress of the plan. Concrete 
proposals for reorganisation of these enter¬ 
prises made by the Public Enterpries Board 
and by the Sute Planning Board have been 
pending before the state cabinet for two to 
three years now. They are not even allowed 
to be discussed because of the relucUnce of 
the Muslim League ministers. They are 
against any institutiorud arrangements which 
will improve the working of the enterprises 
and which will reduce the arbitrary powers 
of appointments, etc. The result is. that 
public enterprises continue to be poorly run 
and make losses. 

The public works department has been 
with the Muslim League for a long time. 


at the nadir of thdr efficiency. In this mat¬ 
ter also detailed studies were made and a 
unaniinoos upon for their fonctional iewg a - 
nisation submitted by a body of senior of¬ 
ficers. After considenMie dciay the govern¬ 
ment accepted the report fa September 1M4 
and flnal orders were alto issued. Imme- 
diatdy Muslim League party cirdes vetoed 
implementation of the government orders 
and to this day the orders have not becMlni- 
plemented. It has been openly suted by 
Muslim League circlet that they will not 
allow even a small part of the cadre of 
engineers to be allowed to go out of the con¬ 
trol of the Muslim League. For every potting 
and transfer of engineers thousands of 
rupees are collected. It is no wonder that 
there are major cn^neering disasters tike 
leakages fa dams and tunnels. Even pro¬ 
grammes which are formally approved by 
the cabinet and vdtich are included in the 
plan and in the budget, if they are not to 
the liking of the Kerala Congress and 
Muslim League, are just not allowed to be 
implemented in those areas of the state that 
they dominate. A recent example it the case 
of the district collector of Malappuram. 
Even though the collector had less than a 
month for retirement, just because he had 
not done something as Rotated by a Muslim 
League MLA, all Mudim League MLAs and 
ministers of the party insisted on his transfer. 

The Muslim League had decided to give 
pension to mukries (priests). They wanted 
the government to contribute to the >\^f 
Board for this purpose. Since the commit¬ 
ment would be very large and there would 
be demwds frcmi other communities, this 
was not agreed ta However, just prior to the 


tion of lU IS kkfa‘fhis Mas objecfad to wes 
by the etaedon oagiBisaioncin Though the 
wentnaasA poaitkm la that pa y mem of 
miikff panafan wiB not bu dhiieBd. toa IW 
Board ia ctefo fa lt| mind that it la nocumu- 
lating fonda rMeaaed by the government to 
be Msle to announce tte pension. Tfau not 
a pie of the amoum l eh a a e d laM yew has 
been apeot so far but toe Board has pressed 
tor and got fast month a ftirtoer (pant of 
Rs IS lakh ftom the government though it 
was not in the budget. 

These instances would go to show how 
surrender poUtics is eatfag into the vitali of 
the staters administration, economy and 
public polity. 

The communal and caste politics of toe 
recent paM has also led to backlash. Every 
time a major surrender to toe ndnority par¬ 
ties of the Kerala Congress and the Muslim 
League take place; the Hindu majority which 
has been with the Congress drifts away from 
the party. This is going to influence, the 
voting pattern in this month’s assembly elec- 
tons a great deal, ail the more so b^use 
toe CPI(M) has tactically taken a clear posi¬ 
tion awunst alliance with the Muslim League 
and the Kerala Congress. 

The Kerala Congress and the Muslim 
League have had one principal objective in 
regard to the polls. TOs is that the number 
of seats allocated to the three parties (Con¬ 
gress, Kerala Congress and the League) 
should be such that the Congress will have 
to depend on both Kerala Congress and the 
Muslim League to form the government in 
a legislature of 140 members. All the recent 
parleys between the two parties and their 
direct or indirect support for each other’s 
stances have had this simple objective. 
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INDlArPAKISTAN RELATIONS 

Who Wants the Glacier of Wild Roses? 

A Conespondent 


FCHt India'Pikistan relations 1986 has been 
an interesting yew. The interest it has gene¬ 
rated, in retrospect, it all the more exciting 
in view of the deliberate dearth of informa¬ 
tion on both sides of the border. In pwti- 
culw, the Siachin Glacier Issue has bmme 
the focus of much interest in Pakistan 
following the admission by the government 
of Pakistan that India has occupied the 
glacier. 

Since the demarcation of the ceasefue line 
in Kashmir in 1949, the Siachin Glacier has 
been part of Baltistan in the northern areas 
of Pakistan. It is 74 kms long and 2-8 kms 
wide; and the area is snow-covered all yw 
round. It is roughly at a height of S,4Clb~ 
6,000 metres (18,000-20,000 ft) and is bound 
on the north the Karakorams and the 
south by the toltoro Range During the 
19S0s and 1960s, when the Kashmir dispute 
was at its height, that particulw area was 
not host to any conflict of words or military 
might. It was tucked away in terrain which, 
at the best of times, is formidable and physi¬ 
cally demanding. Since the 1970s, and cer¬ 
tainly after the Simla Agreement, the glacier 
has made an occasionally sneaky appearance 
as disputed territory, and it seems to have, 
been India who has ‘initiated’ the dispute. 

The 1963 Sino-Pak border treaty was 
criticised by India from the very beginning 
on the grounds that there was actually no 
territorial dispute since tradition, custom 
and treaty had formed a natural frontier 
delimitation. In any case, India did not re¬ 
cognise a Sino-Pak border since sIk claimed 
that the border area was part of Kashmir 
and, therefore, constituted IncUan territmy. 
Despite Indian protestatioi^ Pakistan 
China agreed on delimUwion with the 
Karakoram Pass constituting the eastern¬ 
most point separating the two countries. 
This obviously meant that China recognised 
that Pakistan had de facto control of the 
area upto the Karakoram Past. Since then, 
several mountaineering expeditions in tlw 
area have gone ahead with permission from 
the Pakistan government and this senns to 
confirm that the area has been administered 
by Pakistan, at least until 1984. 

It was at the Simla Agreement in 1972 that' 
a Inrge number of mi^M were negotiated and 
tignied, and the Actual-Line of Control 
demarcated between Ndcistan and India.'tt 


In Pakistan it is widely believed that the 
Siachin Glacier was not touched or demw- 
cated in 1972 probably because it was 
physically impossible to do so at the time, 
but more importantly because the glacier 
was not regaided as bring strategically sen¬ 
sitive in any way. If the glacier was unim¬ 
portant then, what has changed the situation 
more recently? For what is very obvious 
today is that India is in possession not only 
of the Karakoram Pass but also the Siachin 
Glacier. Clearly the glacier has assumed a 
new significance for India, previously 
unknown. 

The limited information available suggests 
that India started preparations for the take¬ 
over of the glacier in the late 1970s. It took 
several years to ensure that all the necessary 
arrangements were complete and that the 
troops were superbly trained and fitted with 
appropriate gear to make their positions on 
the glacier viable. This was done by the end 
of 1983 and the summer of 1984 saw the 
hdilanding of Indian troops onto the glacier, 
when they took over its entire length and 
breadth induding the two passes of Sia La 
and BUafond La. One Ukiriy explanation for 
how Uiis happened is that In^ timed her 
tro(^ to get to the glacier before Pakistani 
troops m^ their way up. Typically, both 
countries would withdrew their armed forces 
from the heighu come wintes; and re^stablirii 
their numbers with the on-set of summer. 
In 19M, India made sure that her men not 
ODh'clifflbed the heights first, but seized the 
glader before the aidval of thrir Pakistani 
counterparts. What Pakistani intelligence 
was doi^ at this time is aiQFbody’s guess, but 
it is geiuiinely believed ^ many Pakistanis 
that the Indians captured the glacier com¬ 
pletely unopposed, and that th^ now hold 
the hrights and, therefore, have the advan¬ 
tage over Pakistan. 

The interesting question is einoe when has 
Pakisun established ite army iiosts in the 
glacial region? Assuming that Pakistan was 
‘defending’ the glacier, why has she con¬ 
sidered it necessary to have troops in a 
remote and physically hostUe area? And if 
the troops were regularly sent there to de¬ 
fend the region, did army intriligence warn 
the Pakisttti governmmit of the impending 
Indian takeover? 


is well known utgt boundary settlements 
cannot be negotia^ ftom a pod^ MhCT 
ihturosteofstiengfii, andin the sign- 
in| of die $inda' Agreem^ wa» a pro 
onfdidai^ tbemiimia of ntUst^ 


( Public admission in Pikistao that India 
' had taken over the giader came in 1986 from 
prime minister JuneiO; when he revealed that 
the Imto army had occupied the glacier in 
1984- He also admitted that, in response, 


Pakistan had merely suggested to India that 
she should not have done this. There were 
no explanations as to how this happened, 
or why this operation went completriy un- 
opposim, or whether Pakistani troops had 
bmn killed in action. What is even more 
astonishing is president Zia-ul-Haq’s state¬ 
ment to a member of the foreign press regar¬ 
ding the Siachin Glacier. He is alleged to 
have stated that not a blade of grass grew 
there and that even the snow was not fit for 
human consumption. Clearly, the president 
was not worried about this particular inci¬ 
dent. In fact, such statements suggest he is 
bending over backwards to accommodate 
India. 

Mote recently, usg questions on this issue 
in Pakistan have been firided by the prime 
minister and the minister in charge of 
Kashmir affairs and the northern area divi¬ 
sion. The iatter’s stock reply to questions in 
the Pakistan National As^bly has been 
“no reply received”. The Pakistani publk^s 
right to information had been driibemtely 
set aside, and tlus very clandestine bdwviour 
leads one to suspect that the Pakistan 
government has got something to hide. 

INDIA’S Reasons 

On the Indian side; press reports have 
reflected quite the opposite attitude Lt 
General CMbber, G<X^ Northern Command, 
proudly riaimed having killed SO Pakistani 
soldiers while defending the gladm ftom 
attack. The Times of India openly talked 
riwut the strategic importance of the glacier 
in giving India the height to look down over 
the newly-built Karakoram Highway (KKH) 
to defend the routes to Leh. And in February 
1986 the Indian external affairs minister 
claimed that the glacier was part of Jammu 
and Kashmir. The Indians, it seems, have 
nothing to hide. 

Several aplanations have been put for¬ 
ward to explain India’s takeover of the 
^cier, some undoubtedly more convincing 
than others. 

Firstly, it is suggested that India wants to 
be in a powerful position to thwart poten¬ 
tially dangerous movement along the KKH. 
Danger in Indiifs eyes could emanate from 
either Pricistan or China, or both. Secondly, 
India would want to thwart any movement 
of Pskistani troops through the NubraWdley 
to Leh. These two reasons seem the most 
plausible. The KKH is anmnimatriy 230 
kms (133 miles) from the Siachin Glacier, 
and though to a layperson that may sound 
quite a lot, from the point of view of armed 
forces personnel it probably is not India has 
been, to recent times, very concerned about 
the military imidications of the KKH and 
the dangers it might have for India. It is a 
worry fiiat India would like to live without. 
The strategic advantage for India has been 
a Dowerftil incentive for the triceover of the 
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glacier. In this sense it could be seen as a 
forward posture vis-a-vis Pakistan—not 
China. All other military objectives would 
be difficult to understand because of the 
enormous cost (human and other) involved. 

A third possibility being mooted for 
India’s action is that she would like to 
become a wedge between China and Rikistan 
in order to de-link the two countries. This, 
sprely, is not in India's interest as it would 
make her vulnerable to attack from both 
countries, and the advantage is unclear. As 
for the view that India is attempting a for¬ 
ward posture vis-a-vis China, this requires 
one to think about whether India seriously 
expects to outmanoeuvre China in a boun- 
dairy dispute Given past history, it is unlikely 
that India would put resources into a pro¬ 
ject that was purely cosmetic. How would 
India gain from attempting to sabotage the 
Sino-Pak boundary agreement, except in¬ 
sofar as having control of the Karakoram 
Pass? 

It has also been suggested that at least 
part of the explanation for the takeover of 
the glacier has been to give India the ad¬ 
vantage in dictating terms to Pakistan for 
delineating the Line of Control. This would 
still lead us back to examine the importance 
of the Siachin Glacier to India. 

India is also suspected of wanting to 
enlarge the state of Jammu and Kashmir. It 
seems unlikely that she would want to cap¬ 
ture the Siachin Glacier purely on those 
grounds alone. It must be accepted though 
that if strategic impulses are fulfilled, the 
fringe benefits are always welcome. 

Lastly, there is even a point of view that 
claims of India’s takeover of the glacier is 
due to her wanting control over climbing ex¬ 
peditions in an area of world famous peaks. 
A military exercise on the scale and of the 
quality we have seen on India’s side is un¬ 
likely to have taken place without clear 
military objectives and consequent strategic 
advantage international renown notwith¬ 
standing. Reviewing the many reasons out¬ 
lined above, it is difficult to evade the im¬ 
pression that strategic impulses and fear of 
a potential attack from Pakistan have pro¬ 
pelled India towards taking Wr the Siachin 
Glacier. 

As for the Pakistan government, its hand¬ 
ling of the Siachin Glacier issue has been 
evasive, and its pathetic attempts to block 
enquiries have only led to more questions 
from the public and horror at the president'^ 
nonchalant attitude. It would be very com¬ 
fortable to believe a view that has bMn put 
forward in Pakistan in some quarters that 
the Siachin Glacier has moved (since 1^2) 
and that this movement has been in Indisfs 
favour. According to this theory, since the 
posts were set up, the glacier has inched its 
way slowly but surely to India’s dde. leaving 
the Pakistani posts with little to defend. It 
is a clever theory. Unfortunately, glaciers 


move ever so slowly, and Sttadiin la no ex¬ 
ception. Fifteen years is probably the equiva¬ 
lent of a few drops of pollen for Siachin 
whose mraming. “pleniy of wild roses”, is 
difficult to visualise in the dusty plaiiu of 
the temperate south. India’s undercover ex¬ 
pansion is even more distasteful than the 


ftklstanl coverup and it behoves die Indian 
public to demand ”the truth'^. It is a hopn ‘ 
though at times misplaieed, that if not in 
Pakistan, at least In bdia there is a clumce 
of getting closer to the true story of what 
I happened on the glacier of wild roses in the 
summer of 1984. 


Struggle againstSex Determiiialioii Ibchniques 
Unfinished Battle 
Rnvindn R P 


DURING its winter session at Nagpur, the 
Maharashtra Legislative Assembly discussed 
the privam bill moved by tluee MLAs Mrinal 
Gorq Sharaya Thakur ^ SIqum ^\hnkhede 
seeking to ban the misuse of medical techni¬ 
ques for the purpose'of sex determination 
(SD). The house was unanimous in condem¬ 
ning the practice of female foeticide follow¬ 
ing such tests and was deeply concerned 
about the mushfooming of SD clinics in 
Maharashtra. The bill was withdrawn after 
an assurance from the deputy ndnister of 
health that an o^cial bill to that effect will 
be introduced in the Assembly by the 
government. However, it would be naive to 
assume that the question is finally and 
totally resolved. There are many more 
hurdles yet, from the framing of a stringent 
and effective law to its sincere enforcemem, 
and the overcoming of the age-old prejudices 
against a fenude child. 

The Issue of sex determination tests had 
first been the focus of a nationwide debate 
fouryeariaga It has now been brought back 
imo national focus due to the dreless efforu 
of activists working in the fields of women’s 
liberation, health, human tights and peofUs 
science movement and journalists. The 
revival of the issue was alM made possible 
because of the mind-boggling proliferation 
of these techniques within a ifoort span of 
four years. However, the 1986 debate on this 
issue was not a replica of the 1982 debate 
It was on an altogtther tDffetem plane as the 
entire frameof reference pf the problem has 
altered since. Earlier the issue involved just 
'amniocentesis’, now the entire spectrum of 
SD and sex pre-selectioii (SP) techniques is 
being questioned. (SD indudes, apart from 
amniocentesis, chronic vlBi biopsy (CVB), 
sonography and many ptW tedmiques in 
the ofErv, and SP comi^ises an Odd mixture 
of quackary, pseudo-sdentifiti and sdentific 
techniques). Moreover, s^ugh discrimina¬ 
tion against wom«i was a focet of the issue 
discussed other concern* Uke *misuse of 
technd'ogy’ and ‘peo^efs light to know and 
participate in decision-ntijdng in sdenoe and 
technotogy' have also become part of the 
general difoate. The emphasis on health 
hazards prevailing earlim has been con- 
dderably diluted in the.cutnnt debate^ not 
because of any improveinent in tlw skills of 


medical experts, but due to the fact that of 
less hazardous and non-invasive techniques 
are rapidly bdng developed. The slant of the 
debate is now more ideological. 

The current controversy has underlined 
the fact that we have been caught napping 
by the invasion of the modern medcal 
techniques on women’s bodies and the social 
fabric on a scale which was totally unimagi¬ 
nable before. In 1982, even enlightened peo¬ 
ple were sceptical about the extent to which, 
female foeticide following SO would be ac¬ 
ceptable to the Indian psyche. But, within 
four years, the number of SD clinics in 
Maharashtra rose from about 10 to 500-WO 
(the latter figure is quoted from the report 
of technical sub-committee of the committee 
of experts appointed by Maharashtra govern¬ 
ment to study this Issue). Add to this, the 
brazen advertisements promoting SD and SP 
in all nooks and corners and the confessioiu 
of leading gynaecologists/geneticists from 
Bombay revealed in various interviews in the 
last seven months. After this any one 
believing that such techniques an used on 
a very small scale and that too for research 
purposes would either be a foot or a liar. 
Even the figure of 30,(XX)-40,000 female 
foetuses being selectively aborted in Bombay 
in 1^5 (quoted by Mohsm Deshpande Times 
qf India, August 11,1986) is considered by 
some knowledgeable sources as an under¬ 
estimate. 

In. spite of the intense media coverage, a 
few myths still persist to blur the perception 
of people at all levels about this issue The 
flrst ‘myth’ is that this problem is localised 
in Bombqy and is of concern for only a 
microscopic minority of the people. 
However, the facts speak otherwise. Almost 
every district town (and in maqy cases, even 

the ^uka places) in Maharashtra has at leae* 

one SD cHnic. (It would be worthwhile to 
probe how many of these towru have access 
to clean air, drinking water and saidtatioi^. 
This may well be the case in Qqjaiid'ias wefi. 
These tests are also popular Ui UP# Mittt 
BOogil, PintjM)^ Haryana and DelhL Dei^^ 
data fidm ^her states .b .not gvaihfotiV. 
aidioii^ rfP^ of diiUa* otindeid&iilor" 
open baio come fona dilfeieoi pnits of; 
indig,, gioap»'.fo counter 
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trend have also been formed in Delhi, 
Chandigarh. Calcutta, Bangalore, and 
Baroda. Organisations as wide ranging as 
YWCA, NSUI and Humanist Party have 
supported the demand for ban on these tests. 
The UNICEF, National Media Centre, NGO 
Forum (comprising of all voluntary organi¬ 
sations in India convened to evaluate the 
Bchiewments of International Women's 
Decade).and the Third All India Women's 
Studies Conference (representing activists, 
acad^nicians and researchers working on 
women's issues) have, on difterent occasions, 
asked for such a ban. Thousands of people 
all over the country (and not only activists) 
have participated at different levels of their 
campaign. The issue has received attention 
internationally from health activists, 
feminists, sociologists, medical profession 
and agencies like IPPF. 

The second myth is about the alleged im¬ 
practicability of a legal ban. Some people 
even believe that such a ban would prove 
counter-productive and would encourage the 
mushrooming of clandestine clinics. Ob¬ 
viously, people tend to compare this issue 
with the one like prohibition. However, cer¬ 
tain salient features of this problem need to 
be noted before drawing any hasty inference 
from such an urijust cbmparison. Firstly, the 
technology of illicit liquor production is 
simple and decentralised, hence difficult to 
control. Similarly the actual process of am¬ 
niocentesis (removal of amniotic fluid from 
the amnioticsac) can be performed by almost 
any doctor at his/her clinic if ultrasonic 
cover is not employed (which should ideally 
be used). However, the actual determination 
of sex is done only in the genetic laboratories 
where chromosomal analysis of the fluid is 
done. The number of such laboratories is ex¬ 
tremely small (about 15-20 in Maharashtra 
where most of them are located). The high 
investment (minimum Rs 3 lakh), use of 
sophisticated technology (use of fluorescent 
microscope which has to be imported) and 
the necessity of experienced, tnuned per¬ 
sonnel prohibit the rapid multiplication of 
such laboratories. So, practically, the pro¬ 
blem of controlling SD is limited to controll¬ 
ing only theu laboratories. Once these labs 
stop accepting samples for SD all the clinics 
are aiUomatically paralysed. 

Now. the biggest problem is fo efltetively 
control these laboratories. This t^uld not 
be an impossible task provided there is suf¬ 
ficient political will. A stringent legislation 
is a must. Secondly, the use of these medical 
techniques for the original purpose for 
which they were evolved, i e, detection of 
ga^tk abnormalities should ^ restricted to 
government hospimls. This would serve the 
dual purposes of relatively easy monitoring 
of these laboratories for any possible mis¬ 
chief and providing useflil medical services 
V^pte at a very tow cost. Ailowilt^ any 
pifw eonks to p^fisrm these tests even for 
ileHiptMI«bnonnaBti^ provi¬ 


ding a giant size loophole in the law through 
which the demon of selective female foeti¬ 
cide can easily pass. Experience of the MTP 
Act shows that it is practically impossible 
to check what actually goes on in such 
clinics, whatever may be the legal con¬ 
straints. By restricting the use of tests to 
government hospitals, one eliminates the 
biggeu hurdle—the economic incentive for 
doctors performing it. The hard fact is that 
even geneticits who do not want to perform 
SD in their laboratories are forced to do so 
because, most of their income comes from 
SD tests. Once in a private business, they do 
think in terms of recovering their investment 
and making a fast buck, which ultimately 
lures them to offer SD tests. 

There is no reason to believe that there 
would be no corruption in the government 
hospitals. This can only be prevented if 
representatives from vtduntary orpmisations 
specially those working for women, PSM, 
health participate in the actual process of 
monitoring these laboratories. They should 
have access to the laboratories and its record! 
to check whether the provisions of the law 
are being followed. They ate perfectly justi¬ 
fied in having this right as they rqiresent a 
group which is competent, but has no vested 
interest in the matter. The whole question 
is so signiflcant for the entire society that 
it cannot be left at the discretion of the 
medical community, bureaucrats or politi¬ 
cians. People, whose life could be affected 
by a certain technology, have every right to 
question, analyse, monitor, in short, par¬ 
ticipate at all levels of decision-making and 
implementation of such a technology. 

Once a stringent law is made and enfored 
with the fullest sincerity, most doctors will 
refrain from doing these tests for the wrong 
purpose, because for an average doctor 
nothing would be more important than 
his/her repuution. (This process has already 
begun in Maharashtra.) So^ although many 
of than would dislike the ban, few will dare 
to defy it. Of course, as in other cases, a few 
diebaids may find some loopholes in the law, 
but their number would te quite low. At 
least, a ban would prevent the alarming pro¬ 
liferation of these tests. 

This it not to deny the si^ificance of 
peoples' education and conadousnest rais¬ 
ing on this issue The entim question is linked 
up with the unjust and exploitative relation¬ 
ships between man and wonum in our sodety. 
Hence, it can only be resolved by the fun- 
damei^ restructuring of the soddy on 
foundations of equality, freedom and jukice 
Who else vrould know it better than the ac¬ 
tivists who are daily engaged in inevitable 
battles against these exploitative forces? It 
then, becomes really riddculous on the part 
df the government and the medical establish¬ 
ment to plead for the necessity of such an 
education and awareness building as an 
alternative to legal measuies. The govern¬ 
ment through its ma»-m«lia and various 


other forms, has been encouraging di.scrimi- 
nation against women. The medical esta¬ 
blishment has never taken any concrete steps 
for peoples' education even on vital health 
issues. It has kept mum through all these 
years, when its membas misused the tech¬ 
nology for the wrong ends. Now it suddenly 
remembers that peoples' education is a 
must! On the contrary, it should congra¬ 
tulate the activists for informing people 
about the right and the wrong uses of the 
medical technology. But for their eflbrts, for 
most people, ‘amniocentesis' would have 
meant nothing but a SD technique. The ac¬ 
tivists have been doing their bit for this 
purpose through programmes like parent- 
daughter morchas, seminars, flim shows and 
exhibitions. However, for the effective solu¬ 
tion of this problem, the responsibility of 
peoples' education should specially be 
shared by the powaful and resourceful 
government and the medical profession. 

It is indeed unfortunate that the medical 
establishment has viewed the entire question 
only as a chaliege to their mighty kingdom. 
Several conscientious doctors have written 
latas, personally and through the press, 
asking Indian Molical Association (IMA), 
Medical Council of India (MCI) and Federa¬ 
tion of Obstetricians and Gynaecologists 
Societies of India (FOGSI) to make their 
stand on this issue known to the public 
These latas are not even acknowledged. It 
is no secta that only the pressure of public 
opinion expressed clearly in favour of the 
opponents of SD has prevented the medical 
establishment from fully endorsing the prac¬ 
tice of SD. Compare this attitude with that 
of a siiiular institute in another third world 
country. Just recently, the South Korean 
government has banned the misuse of 
medical techniques for SD. The problem was 
identified, analysed and brought to light by 
the members of Gynaecologist Association, 
who played a pivotal role in the struggle 
against SD tests. In India too, there must be 
a (lumba of socially committed and respon¬ 
sible doctors. It is time for them to make 
their presence felt within and outside the 
medical community. The formation of 'Doc¬ 
tors Against Sex Daermination and Sex Pre- 
seleaion' is a welcome sign in this direction. 

Role of the Government 

Both the state as weil as the central 
governments have been quite inconsistent 
and confused/f not dishonest, on this issue 
Of these, at least the Maharashtra govern¬ 
ment has been more sensitive and sincere 
In response to the private bill introduced in 
the Legislative Assembly, it appointed an 
expert commitue to study the problem and 
suggest measures. On Novemba 28,1986 the 
. concerned minister assured the house an 
oflicial bill to ban SD would be introduced 
soon, So far, so good. Howeva, the minista 
has not specified (and according to one 
report, refused to commit) the exact date 
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when such a bill would actually be intro¬ 
duced in the assembly. It should be possible 
to introduce it in the very neat session. Any 
further delay would certainly mean that the 
government is amenable to the pressure from 
the medical establishment. Judging by the 
rapid proliferation of these tests, any further 
d^y in passing and enforoing the legisla¬ 
tion would kill the very purpose of its exis¬ 
tence There also seems to be some Confu¬ 
sion’ or ’re-thinking* about the eract provi¬ 
sions of the proposed legal measures. Accor¬ 
ding to some newspaper reports the minister 
mentioned “amendments in the MTP Act” 
and “allowing use of such techniques in 
government or government approved 
clinics”. 

Amendment in the MTP Act might make 
abortion more difflcult for women. This 
would mean taking away from them even the 
miserably insufficient protection against the 
patriarchal system. Such an amendment will 
also be totally ineffective in curbing the SD 
menace. Amniocentesis, chromosomal ana¬ 
lysis and abortion—each of these can be 
carried out in different places. It is almost 
impossible to establish any link between 
them. Amniocentesis or such t«;hniques do 
not leave any mark on the pregnant women’s 
body. Hence, it is impossible to know 
whether a pregnant women asking for an 
abortion has really undergone any test for 
SD or not. Hence, amending the MTP Act 
to introduce SD as a contra-indication for 
MTP would have only symbolic significance. 
Doctors will continue to selectively abort 
female foetuses after such tests under clauses 
like ^rontraceptive failure^, or because ’to the 
best of their knowledge* no such test had 
been done before MTP. Allowing private 
’government recognised’ clinics to use these 
tests even for genetic abnormalities would 
mean the continuation of the present busi¬ 
ness under a new brand name. Lastly, the 
minister’s apparently innocuous statement 
about ‘consulting the centre* might conceal 
not-so-innocuous intentions. 

In 1982, when this issue was hotly (M»ted 
on the floor of parliament, the then health 
minister condemned the practice of using 
amniocentesis for SD follownl by female 
foeticide as “highly unethical, unjust and 
immoral”. However, he refused to take any 
legal measures to curb it and preferred to 
pass on the buck to voluntary agencies and 
social workers for ’peoples’ education*. The 
government also failed to fulfil its promise 
of closing down the notorious New ffiiandui 
Hospital in Amritsar who pioneered the 
commerciidisation of amniocentesis forSD. 
In fact, Dr Loomba, the pathologist at that 
hospital has started a new clinic in Ddhi 
itself. Both the clinics are doii 4 .iroariiig 
business and carrying advertiseihcgits in 
popular periodicals including a two page 
advertisemmtin a periodical like DinmiaH. 

(This attitude seemingly changed, whm in 
1986, Krishna .f^ar, the then deputy 


minister feu health and family welfare twice 
made a commitment (once in Parliamoit) 
about legally banning SD However, the 
letters written to this ministry by the cam¬ 
paigning groups have not even bem acknow¬ 
ledged. lb cap it all, on Novemba* 18,1986, 
Margaret Alva, minister tor state, for 
women, youth and sports, while replying to 
a question in ’Janvani’ made a total somer¬ 
sault on Uiis issue. She saM that the govern¬ 
ment has not taken any action on this pro¬ 
blem because the issue has not spread to an 
extent which would warrant attention and 
action. She even added that any such efforts 
might even be ’counter-productive* as they 
might actually help in spreading infbrnu- 
tion about these tests to dte people. It is dif- 
Hcult to say whether her statement was a 
result of misinformation, lack of co-ordi¬ 
nation at the highest levels of decision 
making or a deliberate change in the union 
government’s stand on this issue In any case 
it is alarming. The fact that the SD business 
has become the ‘fastest growing industry’ in 
Maharashtra and that it has contagious 
epidemic-like character has not convinced 
her. What could be her idea of a “con¬ 
siderable extent”? Further reduction in the 
sex ratio, perhapsl But a change of that 
magnitude would almost be irreversible. By 
the time the balance in male-female popula¬ 
tion is restored, enough harm would have 
been done. Why should we subject such a 
large population of people to potentially 
dangerous social processes of unprecedented 
dimensions? 

The central government’s idea of ‘cons¬ 
ciousness-raising’ and ‘peoples’ education’ 
are, to say the least, queer arid contradictory. 
In spite of the full-throated sermons on 
creating awareness on this issue; so far it has 
done practically nothing. Even the simple 
fact that the mother is not responsible for 
the sex of foetus is-not made known to the 
people. Knowledge of this fact alone will 
save thousands of womoi ’guilty’ of produc¬ 
ing daughters, from torture both mental and 
physical. The government allowed the SD 
clinics to proliferate and sell the idea of 
‘female foeticide for a brighter future*. Its 
officials even supported such tests implicitly 
or explicitly, even on public platforms sit¬ 
ing that “we want family planning by any 
mean^’. Its fair ily planning campaign chose 
not to show a happy family deviod of a son. 
Even .now, in the revi^d family planning 
strategy, the target of NRR-I (one female tq 
replace one woman) is unchanged while 
many more male childiai are expected to bi 
bom. All that Doordarshan could offer in 
the last ei^ months of campaign was a pat¬ 
chy, uniminessible eight minute piece in the 
“The Roving Eycf* (and a discussioa on the 
second channell). Now to cap h oU, the 
government does not even want to make use 
of sometihing tailor-made for this prupose; 
“Samadhan” a film made on this thmm by 
a Kannada writer, M K Shankar with all hh 


fife's savings, has been receiving a raw deal 
at the hands of bureaucrats. Its ia^ressiva 
star cast, sincerity of presentation, diicctnees 

the message the rave revhws it has received 
from press, ministers, offldalt, activists and 
others—have not helped in convincing the 
government to buy it for wider diculadon. 
The government is apparently afnid that the 
film might actually tianmitthe information 
about the availal^ty of such techniques. It 
should know that misinformation obwt the 
use of sudt test for SD purposes is qneauBng 
very rapidly and the only way to combat it 
is to make the ri^t information accessible 
to most people. Ilie non-proliferation of SD 
clinics in some parts of the country has en¬ 
tirely different reasons; the government's in¬ 
action cannot take credit for the same 

So, where do we go from here? A lot 
depends upon the govenunent. The entire 
le^lotive exercise can prove to be an 
eyewash if the proposed bill is delayed, its 
provisions diluted or provided with loop¬ 
holes. The implementation could be ritua¬ 
listic, faulty and inadequate. It would no 
doubt help the medical establishment who 
will then sing the chorus of “legal measures 
being ineffective or counter productive*’. 
Hopefully the future will be less gloomy. The 
government will use its energy in more con¬ 
structive ways rather than outwitting the 
campaigners. 

For others—from the activist groups to 
the young school girl who sent a letter to the 
PM asking for a ban on SD the battle has 
just begun. The government is yet to even 
take cognisance of greater potential hazards 
of another challenge—Sex Pre-selection (SP) 
Dozens of herbal/folk remedies are bdng 
used to ensure a ‘male child*. The govern¬ 
ment ayurvedic hospital in Bombay is car¬ 
rying out research’ to see whether the addi¬ 
tion of a herbal extract through the right 
nostril of the expectant mother can perform 
the ‘magief. Muu Pharmaceuticals, Wiodara 
has come up with capsules which can con¬ 
vert daughters in the womb to sons—even 
FOGSl has published its advertisement in 
its journal. A new 'synthesis’ is being 
attmpted—andent sdence and modem 
techndogy, ’folk’ methods and modem 
research, older and newer methods am be¬ 
ing chunwd out A multinational drug eom- 
paiv distributes (as a part of detailing 
Uteiature to doctors) a chart whidi divides 
the di^ of month for conception into thme 
suited for begetting male or female If all 
this seems very simplittie, we have sophisti¬ 
cated, modem methods too—the one using 
Ericsson’s technique hneives the sqiantion 
of X and Y bearing sperms bY flltetation 
through pRKeins and injecting the semen 
fraction rich in Y-bearing sperms hito the 
woman’s body. Many more techttiqm «e 
in the offing. $0 now, the campidgn g^ps 
will have t 0 straggle for en ear^ tnia on 
research and iise of $P techniques os wdh 
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PHILIPPINES 

Campaigns to Suppress Left 

A Correapondent 


THE left in the Philippines is now entering 
n period of complex political struggle. The 
mittsive vote in fivmur of the Cory constitu* 
tion shows that the people do have some il¬ 
lusions about the Coiy government, iUusions 
that may take some time to fiwie awgy. Under 
the pressure of a deteriomting economic 
situation mid with the US and Japan ask¬ 
ing Tor a reigning in of the trade u^ons, it 
may not be long ^ore the Cory gowenunent 
mounu a suppression campaign te the cities, 
quickly ending urban illusi^. The massacre 
of peasants at Mendiela bridge (just before 
the presidential palace) is a pointer of what 
is to come 

The Communist Party of the Philippines 
(CPP) was reorganised in 1968 on the basis 
of the national democratic (what Mao 
Zedong had first called new donocratic) Une 
and the path of protracted people’s war. 
Drawing on the old areas of militant pea¬ 
sant movements the New People’s Army 
(NPA) was established soon after. The in¬ 
troduction of the politics of national 
democracy into the nationalist upsurge of 
the period led to a cadicalisation of signifi¬ 
cant parts of the student, youth, church, 
women and peasant movements. The result 
was that the imposition of Martial Law in 
1972, while suppressing the open movement 
in the cities only provided a large number 
of cadres to build the armed peasant 
movement. 

After an initial, disastrous attempt at 
defending a base area, the CPP shift^ tc 
the policy of establishing guerilla bases in 
strategic areas in order to build a capacity 
to wage nationwide guerilla war, A close 
relation was maintained between mass sup¬ 
port and military action. For the nascent 
guerilla forces to survive^ the military tac¬ 
tics had to be very flexible; avoiding clashes 
with superior otemy forces, while striking 
hard at weaker, isotated forces. 

Fuelled by growing discontent with and 
struggles against the fascist Mateos regime 
and helped by the considerable concentra¬ 
tion of the Armed Forces of the Phili( 9 lues 
(AFP) against the Mudim Moro lib^ion 
strug^ the NPA had by 1982 established 
as many as 36 guerilla fronu covering most 
of the strat^ic areas (outside of M<^ ter¬ 
ritory). Then the task changed to that of 
consolidating the guerilla fronts at a higher 
level—netting up organs of popular rule in 
the form of barrio (village) revolutionary 
evgnmitteea and forming committees of the 
Nadonal DemOjeiatic Front (NDF), the 
revohidiOttary front leiEluding the pPP. NRA, 
ConUUem P^kfi Demboalic Front, Chris¬ 
tians for National Libeiation and other il- 
Imal organisations of powuits, workers, 
tkod^eoi youth fnd Mahh worken. Mom em- 
' pjiiaeli yrnt put oebeaphndiint iaBii»nee-in the 
, ]d^mi^dtici.N^ legal iifis«morgii4iia|r 


tions of peasants, workers, students, youth, 
women and other sections of the people were 
formed. 

In the countryside; outside of Moro terri¬ 
tory the NPA was virtually the only orga¬ 
nist force opposing the fascist Marcos 
regime. This made it easy for the rural mid¬ 
dle classes, who may have been more anti- 
Marcos than pro-revolution, to choose to 
side with the revolution and accept the 
leadership of the left. At the lutional level, 
making iu presence felt in the urban cen¬ 
tres, particularly in the Manila region, were 
numerous shadm of bourgeois democrats 
ranging from fairly coruistent liberals and 
nationalists right up to large sections of the 
comprador bourget^e; who too found their 
existence threatened by Marcos “crony 
capitalism’’. While some of the liberals and 
nationalists worked closely with the left, 
there was a unity in action that embraced 
the whole spectrum of the anti-fascist forces. 
This developed rapidly in the post-Ninoy 
Aquino assassination upsurge with the 
slogan “Justice for Aqitino; Justice for All’’. 
Unity in action was expressed in the series 
of 198S “Welgang Bayans’’ (people's strikes 
or bandhs as they would becalM in India) 
on issues ranging from the Bataan nuclear 
power plant, jeepney drivers’ remuneration 
to militarisation and democratic rights. 

The growing unity could not conceal the 
differences among the various strains within 
the anti-Marcos movement. With the entire 
comprador bourgeois more or less solidly 
lined up behind Cory Aquino, the bourgeois 
anti-fascists put forward their progranune 
of essentially replacing Marcos and undo¬ 
ing only some of the worst excesses of the 
Martial Law regime. The left, of course, 
pressed ahead with its full anti-feudal, anti¬ 
imperialist programme As a result of these 
diffoences, the attempt to form a single um¬ 
brella organisation of anti-fiudst organisa¬ 
tions failed and, instead, two such fronts 
emerged, one of the national democratic or 
left forces and the other of the bourgeois 
anti-fascists. 

US imperialism brought pressure on 
Muoos to quit, whtie supporting both the 
coup pre^Mtations and the Cory build-upL It 
was in this situation that a desperate Marcos 
called the February >6 “snap elections", hop¬ 
ing that a rigged victory would enable him 
to persuade tire US to let him stay on. 

The left decided to boycott the Sections, 
dismissingitasamanoeuvrewithintherul- 
ingdasses and sqring that fhacism could not 
be defeated throi^ elections. Both of these 
( propositions were, in a sense, true but fail-, 
ed to capture the specific characteristic of 
the situation. Thoujtii the defeat of Marcos 
in or around the electioru would only pre- 
, pare the ground for the transfer of power 
from the existing combination of US im¬ 


perialism and a handful of Marcos cronies 
to a combination of US imperialism and the 
Filipino comprador bourgeois class, yet this 
transfer, coming in the wake of a growittg 
anti-fascist movement would itself be a con¬ 
cession to that movement and would in¬ 
evitably, to some extent, and for a while; 
mean a greater “democratic spac^’ for the 
people’s movement. Further, as subsequent 
events showed, the Marcos regime was not 
ousted through elections (as did happen in 
the case of the emergency regime in India). 
But the elections led to an unprecedented 
mass upsurge in which the people; and not 
just Cory, refused to accept the rigged 
verdict. 

As a result of the boycott stand, the left 
lost the initiative in the anti-fascist move¬ 
ment. In those crucial few days it remained 
largely passive When it did bqgin to respond 
and was the main force surrounding the 
Malacanang presidential palace it was 
already too late In the provinces where the 
left could have led the uprising and signi¬ 
ficantly increased its strength, while helping 
the disintegration of the fascist state it 
remained on the sidelinee Important 
political as well as military opportunities 
were missed, due to the boycott policy and 
its aliiance with the middle forces was, to 
an extent, damaged. 

The politbureau of the CPP subsequently 
analyst the errors of the boycott policy as 
being based on belittling the snap election 
as “nothing but a noisy and meaningless in- 
terfactional contest among the ruling clas- 
sm!’ Specifically, the assessment: “(1) IMd 
not correctly understand the character and 
operation of US policy toward the Marcos 
regime. It overestimate US dilemma over 
the conflicting needs it bad to simultaneously 
attend to. It failed to appreciate tire possible 
effects on US policy of local developments 
over which the US did not have full control. 
"(2) Underestimated the bourgeois refor¬ 
mists’ capabilities and determination to 
engage the Marcos regime in a decisive 
contest for state power. 

“(3) Ignored the fact that the Marcos clique 
had become extremely isolated and its 
capacity to rule was fast eroding. It fgiled 
to look mote deeply into the contradictioiu 
devdoping within the Armed Foren of the 
Philippines. 

“(4) Mxrve all these; missed the pecqsle^s deqi 
anti-fascist sentiments and re^iness to go 
beyond the confines of the electoral process . 
in their determination to end the fascist dic¬ 
tatorship!’ After having borne the brunt of 
the burden of the anti-Marcos struggle, the 
left faltered in the decisive battle to over¬ 
throw the dictatorship. 

Gaining Democratic space 

The Filipino people’s victory over the 
Marcos dietttorship gained some democratic 
space for the growth of the revolutionary 
movement. A number of leaders of the na¬ 
tional demoemtk movement, like J M Sison, 
commaixler Dante and Fr Ed de la Ibrie 
were released frmn prison. With the Marcos- 
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imposed ban on the constituents of the MDF 
still continuing, a legal leftist party. Partido 
ng Bayan, was formed to take advantage of 
the democratic space The left even took the 
lead in forming a women's party, Kaiba. The 
left trade union, KMU, grew at the expense 
of the Marcos-sponsored TUCP and reached 
a membership of some 7,50,000. Of course, 
it still remained strongest in places like 
Bataan and Davao, where the NPA was the 
major political force in the region. 

The democratic space gained by the 
February uprising was more evident in the 
cities than in the countryside Ironically, the 
fail of Marcos released troops from Manila 
to be used in attacks on the NDF-controUed 
areas. The ceasefire with the Moro National 
Liberation Front (MNLF) also enabled a 
shift of AFP troops to the NDF areas. Con¬ 
sequently, 1986 saw a higher level of war¬ 
fare jn the countryside as the AFP staged 
numerous attacks and the NPA responded 
with its “tactical offensives”. 

Even as the NDF areas were being sup¬ 
pressed, the Cory government offered to 
negotiate a ceasefire with the NDF. The 
. NDF accepted the offer but insisted that any 
settlement of the “insurgency” was only 
possible if the root causes leading to the 
insurgency were removed—land reform, the 
removal of US bases and the ending of US 
domination. Though sections of the AFP, 
particularly the Reform Armed Forces 
Movement (RAM) colonels linked to Enrile, 
opposed the approach for a ceasefire, the 
A^ command represented by Ramos, the 
AFP chief, supported the government’s deci¬ 
sion to sec a ceasefire. The AFP was in a 
bad shape after the turmoil of the people’s 
uprising and the split in the armed forces, 
and needed some time in which to under¬ 
take re-equipping aad retraining—even in 
1986 the AFP did very much get the worst 
in encounters with the NPA. 

Enrile and the Marcos loyalists kept up 
a constant barrage against ceasefire at¬ 
tempts. Sections of the military seemed out 
to wreck the chances of a ceasefire when they 
arrested Rudolfo Salas, alleged to be Sison's 
successor as chairman of the CPP. But on 
returning from the US, Cory made it plain 
that she also supported the arrest, ending all 
speculation that the AFP was acting on its 
own. The presidential spokesman dismissed 
the possibility of a coup by Enrile very sig¬ 
nificantly on the grounds that the Americans 
would not support it. When flntdly the “Obd 
Save the Queen” coup attempt did take 
place, it was easily foiled by the AFP chief 
Ramos. The senior commanders of the AFP 
had already begun to make their political 
presence felt by “recommending” to the 
president who should be dropped from the 
cabinet. The thwarted coup very greatly in¬ 
creased the military’s role in political affairs 
and also Cory’s dependence on it. Cory had 
come to power through a combination of a 
people’s uprising and a US-backed split in 


the armed forces. Now she remiuned in 
power not on the basis of “people power” 
(which was in no way mobilised to foil the 
coup attempt) but on the basis of the hill 
backing from the AFP command and the 
US. 

This shift in the balance of forces that had 
been with Cory coincided with the murder 
of Olalia, chairman of the KMU. The fiineral 
procession for Olalia was a demonstration 
of strength by the left, with some SfiOfiOO 
marching in the procosion and another 
5,00,000 greeting the procession all along its 
30 kms route. The brutal murder of Olalia 
also aroused some sympathy from the 
middle forces. 

Soon after the government and the NDF 
agreed to a 60-day ceasefire. E\«n as it went 
into effect, there was no chance at all that 
it would result in aiv lasting agreement. The 
draft constitution, white prohibiting nuclear 
weapons had nothing on the US bases and 
the defence of national resources from im¬ 
perialist plunder. There was no question at 
all of a comprador-landlord regime putting 
a peasant-oriented land reform into the 
constitution. 

There was a considerable debate in the left 
on the attitude to take towards the draft con¬ 
stitution, which was ratified by an over¬ 
whelming vote in the February 2 plebiscite 
As early as October the CPP organ Ang 
Bayan had come out with the call: “Reject 
the pro-imperialist and anti-masses constitu¬ 
tion! Carry forward the struggle for national 
democracy!” 

The stand on the draft constitution re¬ 
volved essentially around the attitude to be 
taken towards the Cory government. Was 
there still a real threat of an ultra-right, 
military take-over? Or, had Cory come to 
an agreement with the US, so that, with the 
AFP behind her, the ruling classes were 
solidly aligned behind the draft constitution? 
The events of October-December last, 
specifically the support given by Ramos, the 
military role in thwarting Er^e, the US 
support for Cory, her accepunce of US and 


Japanese dd and the remevatof theliberal- 
demoenttic cabinet members, all these de¬ 
velopments showed that the second analysis 
was more correa. 

The left went on with the call for a ‘W 
vote, knowing ftill well that there would be 
a majority “yes” vote, but hoping to reduce 
the margin in favour of “ye^. Enrile aad the 
Marcos loyalists alto continued to can for 
a “no" vote, but it was clear that they were 
now only a fringe section of the ruling 
classes. The left expected that the stabilisa¬ 
tion of the Cory government provided by a 
“yes” vote would be followed ^ a concerted 
attack on the guerilla bates. The AFFs con¬ 
tinued ceaseflre violations and its logistic 
preparations, indicated that this sui^ression 
would soon be effected. Though Cory, after 
the plebiscite, called for an extension of the 
ceasefire, the left called it off, citing the 
various ceasefire violations as the reason. 

In the countrynde the NPA has been 
preparing itsdf for the coming full-scale sup¬ 
pression campaign. The 20,000 strong NPA’s 
40-odd guerilla fronts, already leave the 
2,50,000 strong AFP considerably stretched. 
If they attack all over, the AFP will be 
overextended and present many targets for 
the NPA to whittle down their strength. If 
the. AFP concentrates its attacks in a few 
areas, the NPA will obviously try and hold 
out in these areas, move around looking for 
the enemy’s weak spots and, at the same 
time, launch tactical offensives in other areas 
to relieve the pressure on the beseiged areas. 
The NPA’s objective is to carry on nation¬ 
wide guerilla warfare, not to defend some 
bases. Once they weather the coming sup¬ 
pression campaigns, the CPP-NPA might 
well move from the present strategic defen¬ 
sive (where they are much weaker than the 
AFP) to one of a strategic stalemate (one 
where some kind of rough parity exists bet¬ 
ween the two sidesr taking into account the 
fact that guerilla forces with the support of 
the people; are Bur superior to an anti-people; 
armed force of the same size). 
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PERSPECTIVES 


Some Real Issues Facing Women 

Kamaladevi Chattopadhyay 


CONTINUED studies have revealed that 
after these several years of planned develop¬ 
ment in India, the status of women, i e, half 
the population in our country, still makes 
poor showing. This deariy indkates that the 
Initial recognition of women’s rights which 
emerged during the freedom struggle and 
was expressed in the constitution has run 
into the sands. The benefits of development 
have accrued in some measure only to a 
small section of Indian women and have 
largely by-passed the great majority. The 
condition of this vast forgotten majority, 
who have no wide forum and no voice; has 
deteriorated. For them, economic, sodal and 
political rights have remained more on 
paper. This situation has a direct and signi¬ 
ficant bearing on overall national develop¬ 
ment, which makes it imperative to initiate 
action by women and on tehalf of women— 
to uphold, defend and enhance their rights. 

The general backwardness of women has 
so far been predominantly treated more as 
a social problem related to the question of 
equal status for wonnen including equal 
opportunities. But the wider question focus¬ 
ed here \ is \equally basic and crucial! and 
forms part of a wider area aimed at a basic 
reorganisation of the social system, its 
psychological reflexes, attitudes and mental 
processes. All these changes will have to be 
wrought by pressing various agencies into 
operation, a thorough reorientation of the 
parental attitude towards girls from one of 
preparing them solely for marriage and 
motherhood as a career, to one of useful 
citizenship with fully developed faculties. 
Every educational, social and economic 
institution should be geared to open up fresh 
avenues to help train women to become pro¬ 
ductive and fruitful to maximise to the 
fullest utilisation of all its human power 
potential. 

Development may be defined as a process 
through which people are able to realise their 
aspirations and fulfil their objectives. 
Though commonly defined as social and 
economic, these targets are more than that, 
for the goals of development cover the entire 
gamut of life, and are essentially human in 
character, the basic ingredients that add to 
the quality of life. The approach to develop¬ 
ment has to keep this as a basic factor and 
work out a relationship between resources 
and manpower, the two major elements in 
development. The new growing emphasis on 
the human factor is becoming more and 
more apparent. For us in our part of the 
world, the major respuiiee is manpower, for 
we have lar^e populations. The spectacular 
growth of mechanisation in the field of 
produadoo and communication, has tended 
to dwarf the num and :over^adow the 
«Mni|otis ^ almpst ihnUiess wealth latent 
in beiiig.. 


In recent years however the orientation 
towards the hiiman factor as a basic element 
is being steadily emphasised. But fuller 
utilisation is greatly inhibited by a string of 
factors, major among them being lack of 
appropriate education, isolation of large 
numbers from the mainstream of life, the 
slowness with which elementary, general and 
technical education reach the mass of 
people. The existing discriminatory patterns 
of both land ownership and land utflisation, 
irrational social divisions, the deep-seated 
apathy among the people due to prolonged 
dismal poverty, unrealistic planning have all 
served to accentuate these deterrent factors. 

Under the new dispensation, however, the 
basic and central focus is on manpower and 
the focal point round which the wheel of 
progress has to move is what Gandhiji very 
rightly termed ‘basic education’, character 
building and moulding each growing child 
into a useful productive citizen. 

NOT RECOGNISED 

The main segment of the human com¬ 
munity that stands out as calling for special 
attention is women, who have not in the past 
been treated as a rich source for building up 
society. A woman in fact is still not con¬ 
sidered an economic entity in the family 
unless she holds a salaried job. Women’s 
traditional roles as mothers and home¬ 
makers have not been fully recognised and 
accepted as a national asset and of vital 
value in the pulsation of life. 

The age-sex occupational composition of 
the labour force of a country is of more than 
of demographic significance^ for it is directly 
linked with the economic and social growth 
of the people. If development means the 
total creativity of all those who compose a 
society, which means its full potential being 
put to maximum use in all Fields of activity, 
then the pressing into productivity of the 
‘women power’ is of special significance for 
reaping rich rewards. Improving the lot of 
women workers in all sectors is bound to pay 
rich economic dividends for a country 
especially in a society where women have not 
yet entered the full stream of life. 'Hence to 
that extent the resources open to that com¬ 
munity are not fully availed of. This con¬ 
stitutes a major drawback in the natural 
development of a community. I should like 
therefore to focus on this aspect of the 
manpower problem. 

One may say that generally speaking the 
utilisation of the capacity of women workers 
is ^b-optional. The main reason for this 
may be broadly stated as the continued lower 
valuation of their ability and supposedly less 
contribution to the national social aiid 
economic product. Some-.at least of this is 
due to the persisting social taboos which 
hamper the scope and orbit of their func- 
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tioning. This is further accentuated by the 
mental and psychological conditioning of 
girls which makes them more prone to sub¬ 
mit to a second grade. This naturally inhilnts 
their urge to protest or revolt and acquire 
self-contidence in their own abilities. The 
second obstacle is their limited access to 
wider and more varied training which still 
is the preserve of the male, and this in turn 
limits the development of their latent talent 
and capacity. 

We may look at the bulk of the mass of 
women in our country. According to the last 
census, the work participation figures are as 
follows; 

(million) 

Male 177.55 

Female 44.97 

Agriculture which includes forestry, fishing, 
plantations absorbs the largest number of 
women, around 84.8 per cent. In cultivation, 
the labour is mostly family enterprise and 
from a fixed wage point of view is ‘unpaid’ 
so far as women are concerned. The number 
of such women workers in all age groups is 
far more than of men. In fact, the higher 
the age group, the greater the disparity 
between men and women. How unfair this 
is, has been proved by concrete tests through 
studies like, for instance, in the Indian 
government potato seed farm conducted by 
the Punjab Agricultural University. Every 
test proved that women were four times as 
efficient as men. The following figures 
illustrate this; 

Picking rate per labourer per minute 
Men ; 1.6 Women ; 5.2 

Time taken for the same Job 
Men ; 192 hours Women : 53 hours 

Though this may not be true of eveiV job 
it at least proves that larger employment of 
women even in non-mechanist jobs like 
potato picking, women would surely prove 
more productive; and lead to higher national 
productivity. It is even stranger that in the 
face of these facts, women are still taken as 
lower in productivity and therefore continue 
to get lower wages than men. 

The same conditions prevail also in the 
non-agricultural sectors too. The largest 
number is absorbed in what are called light 
industries, such as cashewnut, coffee, 
tobacco curing, matchstick making, spin¬ 
ning, etc. The tendency seems to be to 
employ them in the unorganised sectors. In 
addition, most of their jobs are non- 
specified, non-specaiaiised and unskilled, in 
fact cover largely the low paid services. The 
women thus labour under several disabilities. 
We naturally get a lopsided picture of 
women labour in contrast to men, which 
definitely must affect the overall national 
productivity position. 

Equal Wage Law Violated 

Even though equal wage for equal work 
is compulsory in India, in the absence of any 
machinery or agency to enforce this, it tends 
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0 be violated with impunity. IWo prevailing 
factors wUch are used for the differentials 
in remuneration are: (I) the erroneous nodon 
that women are less productive, (2) they ate 
uiukiUed. The former, a blatantly unjustified 
assumption seems to die'hard; the latter 
though true, little effort is made to rectify 
this grievous indifference and neglect of 
women, mainly because few employers are 
willing to apprentice women to provide them 
necessary training. The prejudice is dis¬ 
cernible even in the recruitment and one 
spots the women usually bringing up the 
rear, but lead among the dismissals. In fact 
ironically enough the special amenities 
provided for women such as maternity 
benefits by legislation, often prove their 
undoing, for these make them unattractive 
in the eyes of the employers. Other factors 
also serve to depress the situation like the 
supply of labour exceeding demand. Here 
even legislation fails to protect women from 
lower wages. 

A point to be noted is that in India the 
percentage of women workers to the female 
population is only 13.18 per cent as against 
S2.S3 per cent for male workers which shows 
enormous under-utilisation of women 
power. In the rural sector they form about 
20.5 per cent of the total rur^ workers, of 
which SO per cent are agricultural labourers, 
cultivators accounting for 30 per cent and 
others 20 per cent, subject, of course, to local 
variations. 

From this amorphous mass, we may now 
move on to what is termed ‘organised’ sector, 
which covers (1) plantation and forestry, 
(2) mining and quarrying, (3) manufactur¬ 
ing, (4) construction, (5) transport and 
communication, (6) trade and commerce, 

(7) electricity and gas and sanitary units, and 

(8) various services. Figurewise; no 1 absorbs 
20 per cent of the total number of women 
in Ae organised sector. Their proportion to 
the total labour In this is 37 per cent. In 
mining and quarrying it is only 2.7 per cent 
of the total number of women. The con¬ 
struction industry employs mostly unskilled 
workers which form only 3 per cent of the 
women employed to the total numbers of 
wmkers in this unit range from 20 per cent 
in telephones to 46 per cent in railways. In 
the manufacturing there has been a steady 
decline. Thide and commerce has only 3.1 
per cent while in the dectricity, gas and 
sanitary services it is only 2.6 per cent of the 
total workers. Services which range from 
administrative to. education and health, 
claim the largest proportion, constituting 
47.2 per cent of the total women in the 
organised sector. Nevertheless as compared 
to men, the situation is pretty dismd, i e, 
13.7 per cent to 86.3 per cent males. 

W^t these flgures however fail to show 
is that most often women have to take on 
inferior and subordinate jobs. The ruret 
women worktf s are plagu^ by insecurity, 
lack of appropriate ^ucation and of fhci- 
lities for proper training, above all, tin 
opportunities for self-employment, are 


severely limited for want of financial and 
other resources and proper guidanice for 
starting enterprises. 

Let us now have a look at the situation 
among the educated women. Unlike some 
of the lower ^ade labour which is domestic 
in character; that is, working at home and 
in the family; the educated women definitely 
work outsicte the home This number though 
increasing comparativdy, the quantum is not 
appreciable 

FOr sdf-empioyed the ratio of women is 
still lower. 

Self-employment for women who are 
basically mothers and home-mdeets, is most 
desirable In fact proper training and 
adequate incentives should attract far larger 
numbers to this, as many women shirk 
regular jobs because of the demands of child 
care and domestic needs, though these deter¬ 
rents could be overcome by provision of 
appropriate facilities. So enforced idleness 
and compulsory unemployment could be 
substitute by productive occupations and 
fruitful achievements by providing larger 
part time jobs in a fairly wide range. 

TIvo major needs that loom large on this 
arid horizon are social education as would 
transform the prevailing reticence and 
diffidence in women into initiative and self 
confidence; and proper and adequate train¬ 
ing for various kinds of jobs and occupa¬ 
tions. The paucity of opportunities and the 
lack of necessary skills is largely because of 
faulty education, and sometimes also social 
prejudices and traditional conservatism. 
Thus the i^ting period for gainful employ¬ 
ment is more for women than men. 

These conclusions are not the object of 
this presentation. They are to show the loss 
in national eronomic and social terms resul¬ 
ting from the neglect of women power. The 
value is equally crucial whether the loss is 
in terms of quantity or the quality of life 
The task before us is to frame remedial 
measures against continuation of this 
grievous situation. 

REMEDIAL Measures 

Employment for women is grievously 
limited equally by conventional parameters 
as by lack of intelligent and purposeful 
guidance For besides these wdll defined 
groups, there is a huge mass of women, some 
with elementary or little formal education, 
nevertheless intelligent, able; hard working, 
who cannot find gainhil employment for. 
there seems no specif niche they can be 
easily fitted into. There are also some with 
fornial education but due to heavy family 
responsibilities unidiletagoouton jrAis. Vn 
every one has talent, it^s to work for 
economic or emotional reasons but fincUi^ 
no scope; become frustrated,mmedy this, 
education needs to be much more broad- 
bashd to cover wide areas where women’s 
talent can be most fruitfully utilised. Large 
numbers of women possess wonderful skill 
in traditional decorative arts, naturatiy 



inherited, like drawing detigiu on the floor 
with ootoined flour or floweipetalt, or draw¬ 
ings on the walls with an innate sense of 
form and colour. These women could be 
pressed into teaiching these arts in sduxtis 
and cultural centres on a part-time basis. 
These talents could also be used in adult 
functional literacy programmes as well at in 
other non-formal educational projects. 
Above alL women can also be the crucial 
factor in the revival and preservation of all 
types of indigenous arts and crafts which 
should really be an integral part of any 
development. All local bo^ whether rural 
or urban, should formulate mcjccts on these 
lines and provide part-time occupations for 
women. By impairtlng education through 
such tradition^ skills they can also be 
transformed into stimulating instruments of 
social change. 

The Held of performing arts is the most 
natural for women’s participation and can 
be a part-time involvement for them, as also 
provide them a large measure of creative 
satisfaction, both as teachers and performers 
in dance, music and dramatics. There is a 
big unuppod world in folk forms. 

The field of designing is unlimited for our 
purpose. There is vast world of designs that 
lies dormant in our women folk which a 
little stimulus can make fruitful. Today our 
entire design psyche is dominated by t^brid 
forms due to an avalanche of external 
impacts. The result is that whether it be 
structures, furniture, clothng, all look non¬ 
descript, often positively ugly. With imagi¬ 
native and purposeful direction indigenous 
design knowledge can create beauty and 
aesthetic sense in our inane midst. The 
pathetically ugly garments in which most of 
our children are clothed, frilly frocks and 
lously suits, need urgent replacement by 
simple but refined and gracious lines, the 
pride of Indian genius. The woman can give 
a fr-v hours a d^ or a week to a single ailing 
householder who needs someone to shop, 
arrange a party or reception, do correspon¬ 
dence; deal with the bank, arrange travel 
plans—a combination of houseke^r plus 
secretary. This is a commendable rervice to 
offer with grace and dignity and earn 
simultaneously. 

In the up and coming spheres, repairs ser¬ 
vices espedally in rut^ areas loom large. 
Our women are intelligent and in angary 
industries have shown an unusual delicacy 
and sensitivity in their fingers in handling 
machine parts. With spread of dectric 
power, intr^uction of ele^c gadgets, rmho 
and soon television, the need for trained 
personnel for handling and repairing 
machines becomes compeQing. .It it 
perative that at least -the younger womea 
with elemenury education are trained for 
these jobs. It will serve to bring tjhem into 
the current mainstieaih, accutittiii them to 
a machine propelled world, ii|ject into Aem 
greater self-confidence and uap titier. patiVe 
intelligence and aMUty tO .widnr.uaes, . 
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Culture as Politics or Politics as Culture 

Hanh Sethi 

Afian Pmier and Politica: The Cultural Dimensknia of Authority by Lucian 
W Pye; Harvard University Press, Cambridge; Mass, I98S; pp 414, $ 25.00. 


WHAT i$ it that » given to us to do, or 
obversely, what is it that is not given to us 
to do. At the level of collectivities—societies 
or cultures—this is a question that has con¬ 
tinuously voted social analysts and planners. 
While human beings as individuals do 
manage to retain for themselves a final, 
irreducible elemrat of autonomy, the choice 
set at every level is necessarily a constrained 
one—the constraints, even as permeable 
ones, being set by the social texture and the 
civilisattonal ethk that informs each of our 
actions—big or small. 

Modern discourse^ in its essence, operates 
on the notion of complete truth—that not¬ 
withstanding the incompleteness of our 
knowledge today, at some undeflned date in 
the future, we will know all. With that 
epistemic certainty we draw up visions and 
attempt to overcome the distance between 
what is and what ought to be. Since the 
future of all humankind is one; the tendency 
towards positing a universal culture is over¬ 
powering. Specific cultural patterns have 
thus essentially been seen only as differen- 
.ially facilitating the inevitable drive towards 
modernisation. Autonomy and distinctness 
may have a space in the private realm, but 
can claim no legitimate cognitive existance 
in the public domain. 

It is therefore a welcome surprise to see 
a book by Lucian Pye, Ford Piofessor of 
Political Science at MIT, a high priest of 
modernisation, once a vociferous supports 
of the American ‘involvement’ in Vietnam, 
give an autonomy and an importance to 
culture in his study of political development 
in Asia. He argues that political dmlop- 
ment is a product of cultural altitudes to 
power and authority and in understanding 
the differing histories of the building of 
modern nation states in Asia, it is critical 
to distinguish between Asia and the West, 
and within the different civilisations of Asia. 
But before going on to the book a few brief 
comments may be in order. 

What Makes Asia different 

What makes Asia different from Western 
Europe or Latin America? Pye has an 
interesting angle to this question. After 
admitting that attempts to compare Asian 
countries are like “comparing apples with 
oranges”, he goes on to say, "if we ntilect 
on those comparisons within Asia which 
come most naturally, it soon becomes 
apparent that they share one quality; it is not 
that they are variations on a common past, 
as with the countrigs of Europe; but rather 
that tiny shairt similar hopes for. the hiture. 
The d^mnion element hi Asia is thin It is a 


continent in pursuit of economic growth, 
national power, and all that can be lumped 
together under the general label of mo^r- 
nisation. The unity of Europe lies in its 
history: the unity of Asia in the more subtle, 
but no less real shared consciousness of the 
desirability of change and of making a 
ftiture different from the past”. And this 
impulse; largely a concern of the elite, comes 
Bom a single source—western technological 
civilisation. 

In this one comment Lucian Pye lays bare 
ail his ethnocentric assumptions—on the 
inevitability of progress and modernisation 
defined within western terms, of an attitude 
that the west of today and tomorrow mirrors 
for Asia its future This vision of the west 
as the centre of the globe becomes even more 
marked as one reads his conunents on Latin 
America and the ‘dependencia’ critique of 
modernisation. For Latin America it is all 
right to talk of delinking, but for Asia the 
future lies in a linking into the world market. 
Have not afterall South Korea, or Ibiwan, 
Singapore and Hong Kong done better than 
Burma? 

In one sweep, arc not only our distinct 
histories and our approaches to our col¬ 
lective memories and aspirations done away 
with, at the more mundime level of the reiU 
world, Pye wipes out the reality of multi¬ 
nationals and imperiidism. “Finally with 
Havana and Hanoi pleading for normalised 
relations with the world capitalist system, 
only diehard ideologues equate that system 
with imperialism” (p IS). 

This brings me to a second general point 
which may roughly be classified as the 
insider-outsider controversy. lYue that 
Auden in his brilliant introduction to 
Hammarskjoeld’s diary writes that "our 
friends or enemies know us much better than 
ourselves", but it does take an enormous 
courage to comment on the wide diversity 
of Asian cultures. Here we are, still trying, 
■with little success, to come to uams with just 
the diveruty of cultures in lndia,'^and we 
have Pye, with ease lecturing us on the essen¬ 
tial differences between the variants of Con¬ 
fucianism, Buddhism, Hinduism and 
Islam—not in their core texts, but as living 
societies defining and dealing with notion' 
of power and authority. But as one remarked 
earlier, maybe it takes an outsider to tell us 
what we are. 

{ Power AS Status AND Ritual 

Sinning with an explicit recognition that 
all political cultures are mixed and that 
politics always set limits on universalisms, 
Pye takes us onto power as a culturally deter- 
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mined concept which can provide the most 
plausible political lens ensuring both a vivid 
focus on the political domain and with a 
long historical perspective. In his review of 
culturally different concepts of power, he 
argues that while in America power is “par¬ 
ticipation in the making of significant deci¬ 
sions”, in most of Asia, “to have power was 
to be spared the chore of decision-making”. 
“Making decisions means taking rides, wt^ 
security lies in having no choice to make” 
(P 22). 

For Asian cultures, Pye theorises, since the 
dominant tendency is risk aversion, people 
tend to see power as status and ritual. This 
leads to power being personalised, legitimacy 
being linked to private behaviour, and per¬ 
sonal morality booming a public matter. No 
wonder, he continues, the nearly universal 
theme of Asian politics continues to be 
charges and counter-charges of corruption. 
Within these personalised notions, what 
matters is not so much institutionalisation, 
but notions of ritualised legitimacy and 
charisma. 

Secondly, by invoking a notion of 
'primitive power’ and the collective fantasies 
about the dangers inherent in primitive 
power, since substantial authority can arise 
only when primitive power has been 
superseded, Pye argues that the western 
imagery of history has been one of a steady 
retreat from primitire power towards ever 
more refined and dileneated forms, of 
authority. Contrarily in Asia, tiie notion has 
been that there was a form of idealised 
power that existed in the far past, that 
primitive power is always lurking ahead, and 
hence there is a great need for the establish¬ 
ment of strong authority. 

Pye has also argued that the western belief 
that progress should result in ever greater 
scope for individual autonomy is not taken 
as self-evident most Asians. We are more 
inclined to believe that greater happiness 
comes from suppressing self-interest in 
favour of group solidarity. For us Asians, 
it is thus issues of loyidty and commitment 
to family and clan which become of the 
utmost importance. We thus tend to operate 
more within the realm of the politics of 
patronage rather than the politics of policy 
implementation. Our cultures, which decide 
the course of our political development, 
when confronted with the task of setting up 
modem nation-states, respond by fashionmg 
paternalistic forms of power that smisfV our 
deep psychological craving for security. 

This may seem like a poor caricature of 
Lucian Pye's somewhat encyclopaedic 
rendering of power in different cultural con¬ 
texts, and possibly is, but his sweeping 
statements about how we treat power as 
ritual—as a means to gain access to the 
supernatural—on being insufficiently 
interested in the precise ways in which power 
has been used, leaves the reader (particularly 
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an Asian one) with a feeling that he is being 
mocked at. 

Simplistic Explanations 

Since this reviewer cannot claim any 
greater expertise on the different Asian 
societies on which Pye has devoted extensive 
chapters, let me concentrate on his com¬ 
ments on India for response But before that 
a few indicative statements on other sodeties 
might provide a flavour of Eye's thinking. 

Thke our neighbour Pakistan. Why has it 
been stuck with a repetitive cycle of military 
rule? Pye traces this to the contradictions in 
Islamic nationalism. “The contradiction 
inherent in the Islamic concept of power, 
between autocratic, absolutist ideals and a 
sense of democratic community has pro¬ 
duced a vexing picture of what a good leader 
should be Uke^’ (p 273). lb be individualistic 
in a group oriented culture is difficult 
enough, but when the individualism, as a 
style of leadership, is associated with wester¬ 
nised roles which might corrupt Muslim life, 
it is far worse. Given the rather sharp line 
drawn by Islam between good and evil, 
between purity and pollution, between 
virtuous and abominable behaviour, 
“Muslim standards of personal conduct are 
so unattainable for the common people that 
they are driven to compensate for personal 
failings by expressing righteous indignation 
towards superiors who appear to them to be 
violating the spirit of Islam” (p 273). Hence 
modernisation provokes a rage; which tends 
to draw the earlier cloistered religious leaders 
into the political arena, leading to funda- 
mentaUst pressures and sectarian violence (as 
for instance vis-a-vis the Ahmediyas and 
Qadiyanis) resulting in the near-necessity of 
martial law. 

One may be a strong critic of the two- 
nation theory, or the notion that a shared 
text and a shared prophet is sufficient to 
hold state and society together, but to read 
Islam in the modern context as inevitably 
leading to fundamentalism and authorita¬ 
rianism does seem a somewhat simplistic 
explanation of Pakistan’s tangled history. 

Or just take some of the comments on 
China and Japan. Here have been two 
Confucian-Buddhist cultures—one having 
done (in World Bank terms) much better 
than the other. Earlier Morishima, in his 
Marshall lectures, had argued that the 
Japanese notion of loyalty permitted the 
linking up of the common person to the 
mightiest in the land (with of course the 
honourable exception of the Emperor). 
China, on the other hand, could admit of 
a factional loyalty only in the private sphere, 
with the Emperor playing primarily a 
mediatory role between God and society. 
Consequently loyalty and competence were 
incompatible in the Chinese scheme of 
things. 

Pye takes a similar tack and argues that 
given the strong on-giri ties between 
superiors and subordinates, Japan can 
develop a rigid familial structure that ensures 


the discipline explaining the Japanese 
miracle China, on the other hand, is con¬ 
demned to more brittle relations and less 
lasting institutions, given the fact that the 
institutional forms in China have tended to 
be decreed from above, not built on a solid 
base of loyalty from below. National and 
local powers in China have very different 
domains and quite different pretensions. 
Thus the leadership in China can at most 
times only indulge in shadow-play. 

Patronage Gratification 

Coming home to India, we are told that 
the culture of the Indian sub-continent is 
complex (which it is); and somewhat dif¬ 
ficult to explain in any systematic manner. 
Notwithstanding the Hindu fondness for 
ambiguity, and the ability to compart¬ 
mentalise government from society, the 
notion of Karma in a caste-ridden society 
permitted a separation of status and power. 
So the brahmins could have their status, 
while the kshatriyas could rule. 

This set the tone for an amoral polity, with 
rulers not only pragmatic but Machiavellian. 
Since it was the ‘dharma’ of rulers to rule, 
they were expected to be masters of force to 
uphold the social order. We thus have a 
unique legitimisation of violence and 
coercion epitomised by the danda as the core 
of our belief about power. All this from the 
authority of the great sages, from Manu to 
Kautilya. 

Within the Hindu society, there is not only 
a separation of power and status, but that 
power has strong private connotations. “The 
most respected form of power was power 
over the sell!’ Thus our rulers have to indulge 
in the language of conspicuous asceticism. 

For some reason, not quite explained, the 
colonial encounter with the west turned 
politics into a sovereign activity. But since 
we are so fond of rituals, and this really went 
against our cultural grain, power for signi¬ 
ficant policy purposes turned out to be more 
in form than substance. Ergo, we are more 
bothered by trivia than substance. 

If one recollects the earlier comments 
about dependency and patronage, we finally 
get a picture of Indian politics which is 
essentially to do with favours, praise and 
homage. All we have are grandiose designs 
and patronage of cliques. All the struggles 
are thus reduced to seeking superior levels 
of patronage gratification. 

Beyond the Classic Texts 

The psychological bases of grandeur and 
dependency are traced, and here we get 
glimpses of Eye’s unique combination of 
political science, cultural anthropology and 
psychoanalysis, to “the way in which the 
mother seeks to manage the growth of her 
children” (p 148). The ambivalence that the 
Indian ha$ towards wommi—the feminine 
ideal of power (through the mother) while 
also seeing women as corrupters and 
destroyers—is what causes out greatest 
problem—that of consumption (p 131). 



Fascinttihg as aO this may soimd, and 
there an enough partial trutM in ewen tUs 
sketchy and indi^ve summary of a com¬ 
plex cultural legacy, what it has to do with 
our concrete history of political manage¬ 
ment os a nation-state is somewhat unclear. 
We may be able to tracer courts Pye^ why 
we have such a gap between desire and 
practice (surely not all because of our 
ambivalence towards women), but does it 
provide any clues about how we could 
handle the tensions and the conflicts that the 
project of building a nation-state in the 
western mould has generated? How do we 
handle the problem of community identities 
and social conflicts—a problem that we had 
not faced at least at this scale; since the 
near decimation of the Buddhists by the 
Sankaracharaya? How; for instance, do we 
conceptualise the problem of the raiHdity of 
destruction of renewable resources in our 
drive towards modernisation-an issue 
directly affecting the survival chances of at 
least a third of our population? 

It is, in my view, somewhat misplaced to 
reduce Indian tradition to a reading of a few 
classical texts, mainly Vedic Hindu. It is even 
worse to presume that India in the twentieth 
century is governed by notions of legitimacy 
evolved far back. There is today in India a 
large proportion of people reasonably 
alienated from the vedic roots. At the level 
of culture, their sensibilities are governed by 
many traditions, both classical and folk. But 
above all. whether we like it or not, there 
has been the impact of modern western 
developments—a power of concepts and 
ideas, particularly at the level of our elite. 

The dynamics of political development 
thus becomes far more complex than what 
Pye would have us believe. We may survive 
and even grow stronger as a state, but may 
end up destroying the ethic that let all of us 
live together in relative peace. We may split 
up as a country, what with cohesions of 
language and region acquirii^ a salience 
which is frightening. One does wish that Pye 
had concentrated upon more real problems 
rather than meander over real or imaginary 
perceptions of how Indian mothers nurture 
Indian children. 

It is true that Lucian Pye correctly 
indictues the necessity of understanding 
different social textures before embarking 
upon ambitious visions of building demo¬ 
cracy or socialism. But if the reading of 
cultures is to be done with western ethno¬ 
centric eyes, convinced of the eventual 
victory of the modernisation paradigm 
(irrespective of the form it takes in different 
societies), then all we will-get are not 
Incomplete and iiicorrea accounts (that va 
any case is unavoidable in an enterprise of. 
this scale), but possibly, given the.relative 
importance of American thought on our 
ruling dite, legithnisatioa of c^icepts of 
authoritarianism which c8n oidy make the 
task of a struggling and subjed peojile more 
difficult. 
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Not by Technology Alone 

VMlUo 

Green Revolutioh In India: A Study of Pui^ab, Haryana, UP and Bihar 
by R N Chopra; Intellectual Publishing House, New Delhi, 1986; 


pp xvi 4- 2S^, Rs 22S. 

ONE of the outcomes of ‘green revolution’ 
has beim a tendency to nurture technologica] 
visions of easy solutions to the problems of 
growth- and modernisation in developing 
economies. The harsh and precarious eco¬ 
nomic pioqiects of these economies often 
tempt their policy-makers to look longingly 
for strategies giving quick results without 
imposing a need for extraslve reforms of 
so^ systems and structures. Tire merit of 
the book under review lies in the careftil look 
it takes at the pre-conditions necessary for 
a technocratic strategy to succeed. The 
author makes use of his first-hand experi- 


teaders. More shocking, the author shows 
little awareness of the fact that, along with 
the good they do, the ‘go-getter’ type of 
politician; iuld also inflict much damage 
on the democratic polity. It is indeed ironic 
that such a diagnosis should come from one 
who, as an experienced administrator, may 
be expected to give a lead in devising pro¬ 
grammes for building up morale and capacity 
to take initiative among the administrative 
services. 

The limitations of political leadership are 
likely to become quite obvious in the situa¬ 


tion which now prevails in the Punjab- 
Haryana agriculture. There is growing con¬ 
cern among observers about the rising costs 
of the ‘green revolution’ technologies and the 
diminishing marginal productivity of inputs 
like irrigation and fertilisers in areas of their 
intensive use. Without doubt, there would 
be in the coming years increasing economic 
pressures to phase out subsidies and to place 
agricultural growth in the ‘green revolution* 
areas on the more secure and dependable 
foundation of discipline, skills and judicious 
use of scarce inputs. However, these are the 
tasks which the ‘go-getter’ politicians would 
And unpalatable and unprofitable to take up. 
The book under review is apt to leave the 
reader with an intriguing poser: If Kairons 
and Bansilals fall us in the newly emerging 
situation, would we have with us enough of 
administrators having more faith in them¬ 
selves than in th** mythical powers of their 
political bosses? 


ence as a development administrator to pre¬ 
sent a detailed account of the features of 
Puqi^ and Haryana whoe the performance 
of ‘green revolution' was outstanding as con¬ 
trasted with those of Bihar and parts of 
Uttar Pradesh showing little impact of the 
new technologies in agriculture. This is, by 
now, a familiar theme and the author 


Cheijuered Journey 

Medha Kotwa! 

The Twice-Born Heretic: M N Roy and the Comintern by Samaren Roy; 
Firma-KLM Private Limited, Calcutta, 1986; p 260, Rs ISO. 


enumerates with adequate documentation all 
the relevant features-^ynamism of farmers, 
reforms of farm structure like consolidation 
of holdings, rural electrifleation and 
development of roads and markets, efficient 
administration guided by forward-looking 
political leadership, etc. Despite the 
familianiy of the theme, the book can still 
be regarded as a useful addition to the 
research literature because of the author’s 
perceptiwness and .icquaintancc with the in¬ 
tricacies of field situations. 

A point particularly emphasised by the 
author is the unwieldy structure and fime- 
tioning of development administration in 
large and sprawli^ states like UP. This is 
in line with the strong case for decentralisa¬ 
tion being made by many social scientists 
and political commentators. However, sur¬ 
prisingly for a senior administrator, the 
author argues that it is only in a state of 
manag^le size that the political leadership 
would-be in a position to effectively guid^ 
the bureaucracy in planning and implemen¬ 
ting Innovative development strategies. Hb 
heaps fulsome praise on Fbrtap Singh 
Kai^ and Bansilal and appears to put fbith 
the ^tonishing proposition that, but for 
them, the ‘green revolution’ would not have 
occult itfPuiiiidrand Hatyan& This is not 
to deny the contribution made by these 
dynamic chief ministers but it does seem to 
us quite unfair to htiply that, despite all the 
fkvouratde ooiiditiohs, the farmers and ad- 
mioistrad^ in iRdig would not achieve 
mudh' without :^dihg.. from political 


M N ROY is one of the most colourful and 
fascinating revolutionaries of modern India. 
His was a chequered political career, the 
range of which is truly exciting. He began 
his political journey as a militant nationalist 
of the Bengal terrorist group, then turned 
to marxism and finally broiw away from 
marxism for a philosophy which was totally 
different, his own creation-—radical huma- 
.nism. Such being the political and intetlec- 
tual journey of this 20th century revolu¬ 
tionary, another biographical account is 
welcome. There do exist a few biographical 
accounts of M N Roy but they do not have 
the same range. Roy himself has written an 
autobiographical account which, unfortu¬ 
nately, remains incomplete due to his un¬ 
timely death in 1954. 

“The Hvice-Born Heretic" is a biogra¬ 
phical ^uel to “The Restless Brahmin” 
(1970) written by Samaren Roy. The latter 
book is an account of M N Ro/s early years, 
i c, from 1905-1916 and therefor; a repeti¬ 
tion of some things was rather unnecessary 
in the prcMni sequel. The book under review 
spaas the very crucial years of Roy’s life bet¬ 
ween 19(6-1930 “when a mutation” (as Roy 
has described it) took place in the evolution 
of his politkai and intellectual life Samaren, 
as stated in the introduction, was closely 
associated with M N Roy since 1939 and Roy 
Ituer became a regular guest at Samaren’s 
residence in Calcutta. Having had the oppor¬ 
tunity of such a close association, one would 
have expected Samaren to provide us with 
some interesting and perceptive insights into 
the complei personality of M N Roy. That 


unfortunately is not forthcoming in the 
present study. 

The early formative years spent in the 
home state of Bengal had exposed Roy to 
militant nationalism inspired fay Bankim 
Chandra’s “Anand Math”. The Anushilan 
group of terrorists, to which Soy belonged, 
believed that India could be liberated from 
the British only through an anned coufron- 
tation. It was this conviction that M the 
young Roy to leave India in search of arms, 
and finally brought him to America in 1916. 

The present book which focuses on the 
period after 1916, attempts to depict the per¬ 
sonal as well the political and ideological 
aspects of Roy’s life Samaren has traced the 
evolution of Roy’s ideas from nationalism 
to socialism. Roy’s visit to the US proved to 
be very decisive for, it exposed him to en¬ 
tirely new ideas. He came into contact with 
several radicals and slowly but surely was 
drawn to socialism. The complete transfor¬ 
mation, however, took place in Mexico where 
he had to flee to prevent himself from be¬ 
ing arrested in the US as a German spy. • 

Roy got involved with the socialists and 
became an active member of the Mexican 
Socialist party. He was even made the editor 
of the party organ, which is no mean 
achievement for a stranger in a totally alien 
land. While in Mexico, Roy came into con¬ 
tact with Michael Borodin, the Bolshevik 
revolutionary, and through him was finally 
converieJ to marxism. It was this new found 
uucrest in marxism that look the novice Rov 
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to Moscow to attend the Second Congress 
of the Comintern, as a representative of the 
Mexican Communist party. Roy made a 
favourable impression on Lenin and the 
members of the Comintern. He later occu¬ 
pied several important positions on the 
various bodies of the Comintern. 

In keeping with the sub-title of the book, 
Samaren has given greater attention and 
coverage to the Comintern years of Roy's 
life. He has narrated several details of this 
relationship—both complex and controver- 
siaL The. very first interaction with the Com¬ 
intern was confrontational. Though Ray was 
in basic agreement with the analysis of im¬ 
perialism and the question of cok^es which 
had been put forward by Lenin, he had dif¬ 
ferences on the strategies and tactics that 
should be followed. 

The point of difference was on the role 
of Gandhi. Lenin was of the opinion that 
Gandhi though a bourgeois le^er, had a 
mass following and in the given social con¬ 
text he was playing a progressive role. Roy, 
however, was of the opinion that Gandhi 
may be politically revolutionary but was 
socially and culturally reactionary. This 
distinction between the social and political 
may, in fact, be seen as the seeds of the 
differences that mature later in his radical 
humanist days. 

Roy had also differed from Lenin on the 
issue of the liberation of the colonies as a 
precondition for the liberation of the in¬ 
dustrialised countries. Roy argued that the 
revolution in the coloni« could alone make 
it possible for the liberation of the pro¬ 
letariat in the advanced industrialised coun¬ 
tries. Lenin, however, had considered this to 
be a rather extremist point of view and 
pointed out that there ^d not exist even a 
Communist party in India to lead the coun¬ 
try to liberation. These differences with 
Lenin on the ‘Vmlonial question" Samaren 
has called “The First Heresy”. 

The “Second Heresy" according to 
Samaren is what is known as “The Decolo¬ 
nisation Theory”. According to this theory, 
which Roy had tentatively put forward, the 
nature of British imperjatisro was changing 
due to several factors and therefore. "India 
will be allowed eventually to evolve out of 
the state of dependency to Domimon Status". 
This kind of argument was associated with 
Bernstein’s gradualism and therefore, was 
condemned by the Comintern. Roy was ac¬ 
cused of being a renegade and nnally ex¬ 
pelled from the Comintern by 1928. 

Most of the factual information in the 
book has been earlier documented but there 
are some interesting pieces of information 
that Samaren has included. For im^ance, he 
has made available some racet^ from Roy^ 
artide ‘Hunger and Revolutioain India* for 
OaWs Magazine while in Mexii^ in 1919. In 
f this Roy argues that the agiM^ revolution 


in the colonies, u a precondition for revolu¬ 
tion in the industrialised countries. 

Further, Samaren has put together some 
intemting new facts of Roy’s personal life 
He has i^stakingly tti^ to track down 
friends and relatives of Roy’s first wife 
Evelyn Item, an American, Evelyn met Roy 
in America in 1916-17, married him against 
the wishes of her family md, according to 
Samaren, even accompanied him to Mexico. 
She is one of the signatories to the tom- 
munist manifesto issued in Berlin In 1919 
which was addressed to the people of India. 
There were only three signatories to this 
manifesto and Evelyn Item chose to use the 
pseudonymii ‘Shanti Devi’. 9ie accompanied 
Roy to Moscow and probably even taught 
at the Communist University. Thus Samaren 
seems to suggest that Eveyin was not just 
Roy's wife but also his colleague. It is, 
therefore^ surprising and interesting that Roy 
does not mention her even once in his 
“Memoirs", which are otherwise fairly de¬ 
tailed as tegruds his early life and the Mexico 
days. The reason for their separation is not 
very well estabilished but, according to some 
sources, she was suspected of being a British 
spy. Thai may be one of the reasons why Roy 
is silent about her. 

The impression one retains of M N Roy 
from Samaren’s portrait is that of an adven¬ 
turer who had the courage and spirit to ex¬ 
plore the world and had new and bold ideas. 


Roy was more ItdellectuaBy inclined and iwt. 
much of a politician. This is borne out Iqr 
the fact tlmt Roy was unaUe to make a drat 
in the mainstream polida in India. There 
is an interesting comment made by Mad to 
Edgar Snow widch has . been cited by 
Samaren (though in a different context) 
which also suggesu that Roy was primarily 
an intellectual and not a politician. Mao 
says, “.. .Roy, the Indian delegate of the 
Comintern, stood to the left of both Chen 
and Borodin, but he otdy stood. He could 
talk... and he talked too much, without 
offering any method of realisation” (p 128). 

His naivete in pditkal matters is revealed 
in his disclosing to the Kuomintang leaders, 
the telegram rent by the Comintern for the 
communists. This created fear and doubt 
amongst the Kuomintang and Anally led to 
the slaughter of hundreds of communists. 

According to Samaren, M N Roy was 
essentially a brahmin in spirit and till the 
end he was concerned with building a 
“Brahminic haven on earth" ("The Restless 
Brahmin"). In a sense Samaren is right for 
Roy was basically an intellectual in constant 
pursuit of ideas, which is the traditional role 
of brahmins. Roy’s political programme of 
the “lenausance” which he advocated at the 
end was also in keeping with his primarily 
intellectual personality. Though the book is 
written in a rambling luurrative style it makes 
interesting reading for the various facts that 
have been put together. 
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THt INDIAN OCIAN AND TH8 SWIRFOWIItS 
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This book provides an analysis of the evolution of superpower strategy and interests 
In the Indian Ocean. It argues that the priorities of the United States and the Soviet 
Union are to safeguard their own economic, strategic and security interests by 
containing local conflicts, controillng arms escalation and obtaining bases. Each 
has prompted a network of dependency rdatibnships to which they act as patrons, 
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SPECIAL ARTICLES 


Horizontal Equity and Choice between 
Income and Expenditure Taxes 

MNMurty 

This paper argues that while an expenditure tax is superior to an income tax from the point cf view of horizon- 
t(U equity and other economic objective^ partial tax r^orms like substituting an expenditure tax for a personal 
income tax may not be w^are improving. An attempt is made to provide a method of estimation of incidence 
of revenue policies that affect consumer expemliture (commodity taxes, puMic sector commodity price-cost mark-ups 
and an expenditure tax) on people in various expenditure classes in the economy. Finally, some estimates are 
printed of distribution of burden of commodity and personal income twxs in India by household consumer 
expemliture classes. 


I 

Introduction 

THE problem of substituting taxes on 
expenditure for taxes on income has a long 
history in tax iiterature. The origin of this 
idea is traced to Mill but recent advocates 
are Fisher (1942), Kaldor (1957), Feldstein 
(1978) and Bradford (1980). The US Treasury 
Report, “Blueprints for Basic Ihx Reform” 
(1977), provides an exhaustive account of 
problems related to a choice between a com¬ 
prehensive expenditure base and a compre¬ 
hensive income base for taxation. Recently, 
government of India has been considering 
substituting an expenditure lax for a tax on 
personal income as part of a package of tax 
reforms. An expert committee appointed to 
study this problem has rightly rejected this 
idea in its interim report to government of 
India. 

The objectives of this paper are: 

(a) To argue that while an expenditure tax 
is superior to an income tax from the 
point of view of horizontal equity and 
other economic objectives, partial tax 
reforms like substituting an expenditure 
tax for a personal income tax may not 
be welfare improving. 

(b) To provide a method of estimation of 
incidence of revenue policies that affect 
consumer expenditure (commodity 
taxes, public sector commodity price- 
cost mark-ups and an expenditure tax) 
on people in various expenditure classes 
in the economy. 

(c) lb provide some estimates of distribu¬ 
tion of burden of commodity and po*- 
sonal income taxes in India by house¬ 
hold ctmsumer expenditure classes. 

The plan of the remaining paper is as 
follows. Section U poses the problems 
related to a choice b^ween consumption 
ba^ ind income base for taxation from the 
p<^t of view of horizontal equity and other 
economic objectives. Section III piesenu a 
method of eiUmadon of incidence of 
government revenue policies that affect con¬ 
sumer expenditure. Section IV gives tome 
esj^tdiftlit of Incidence of commodity and 


personal income taxes in India while 
Section V provides the conclusions. 

II 

Qioice between Income and 
Conaumption an Tax Base 

In the literature on income taxes, the most 
commonly used definition of income is 
based on accretion concept or Haig-Simons 
definition of income The income measured 
using accretion concept is supposed to repre¬ 
sent the command over resources acquired 
by the tax payer during the financial year. 
Ibe tax payer can exerdse his command ov jr 
resources in the form of dther present con¬ 
sumption or future consumption (savings or 
increase in wealth). The concept of income 
concerns the accretions through various 
sources and the application of these accre¬ 
tions for different uses during the finandal 
year. For a tax payer the accretions will be 
in the form of wages and interest while uses 
can be consumption, gifts and bequests 
givm and savings. Therefore, a tax payer’s 
income can be estimated using the data 
mx>ut either sources or uses of income 
taking advanuge of an accounting identity 
between total accretions and total uses. The 
deHnition of income as sum of consump¬ 
tion, gifts and bequests given and savings 
helps to identify consumption as a base 
(consumption = income - gifts - savings) 
for substituting a tax on consumption to a 
tax on income. 

In public finance there has been,a debate 
over using either the ability to p^ principle 
or the standard of living principle for del¬ 
ing a tax base. The ability to pay income is 
defined as consumption plus savings plus 
gifts and bequests given while the standard 
of living income consists of only consump¬ 
tion and savings. Analogously for the expen¬ 
diture tax purposes, the id^ty to pay atpen- 
diture is deOned as consumption plus gifts 
anffbequests given while the standard of liv¬ 
ing expenditure is represented by consump¬ 
tion alone. The time honoured criteria for 
the choice between alternative tax bases are 
(a) equity, (b) economic efficiency, and 
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(c) simplicity. In the following analysis we 
shall examine the relative merits of income 
base and expenditure base for taxation from 
the point of view of these criteria.' 

In the case of an income tax, the princi¬ 
ple of horizontal equity requires that indi¬ 
viduals having different incomes in a given 
period but who are identical in ail respects 
in all other periods should have different 
taxes, the taxes being higher for the persons 
with higher incomes. This view is first put 
forward by Pigou who says “tax arrange¬ 
ments that conHrm to the principle of least 
sacrifice always and necessarily confirm also 
to the principle of equal sacrifice among 
similar and similarly situated persons”. 
Pigou’s view indicates that tax arrangements 
based on the principle of horizonul equity 
contribute to welfare maximisation. More 
recently Feldstein (1978) has set out this view 
very clearly by saying that with the assump¬ 
tion that all individuals have same utility 
functions, the principle of horizontal equity 
requires nothing more than that individuals 
with same consumption bundle (including 
leisure) should pay the same tax. Since vitda- 
tion of this condition would reduce ag¬ 
gregate social welfare, the equal taxation 
of equals is implied by utilitarianism. 
Therefore, horizontal equity requires the 
equal taxation of equals with respect to con¬ 
sumption bundle or consumption expen¬ 
diture given the prices. However, in the life 
cycle context, we cannot take income and 
consumption as alternative ways of measur¬ 
ing wdl being, since they are not indepen¬ 
dent of each other. If we define income as 
consumption plus savings, a portion of 
income that is saved does not only imply the 
postponement of consumption to future but 
also serves as a potential source of earning 
more income in future. If we define the tax 
base as the present value of life time income 
of a person, the person who saves early in 
life will have higher present value of income 
in comparison tQ a person who saves later 
in life. Therefore, equal taxation of equals 
with respect to present value of life time 
incomes will be same as the tax on consump¬ 
tion expenditure based on the principle of 
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horizontal equity if indivuluaii consume aB 
of their life time earning or leave no be¬ 
quests. Hoiwever, an income tax treats indi¬ 
viduals with the same present value dif¬ 
ferently, if they have either different pattern 
of consumption over their life time or dif¬ 
ferent pattern of incomes. Suppose indivi¬ 
duals A and B have different pattern of 
incomes, but they have same present value 
of incomes. For example individual A earns 
Rs 20,000 per year in a given two year 
period, while individual B works twice as 
many hours and earns Rs 38,182 in the first 
half of the two years but earns nothing in 
the second year. In this case A and B have 
same present value of their incomes at 10 
per cent rate of discount. Assume that each 
of them consume Rs 20,000 each year. A. 
consumes whatever he earns each year while 
B consumes Rs 20,000 in the first year and 
invests Rs 18,182 to become Rs 20,000 next 
year. Intuition suggests that A and B should 
pay the same tax. But in the case of income 
tax they pay different taxes (at a flat rate of 
10 per cent A pays Rs 4,000 and B pays 
Rs 3,818.2) while the tax liability is the same 
for A and B with an expenditure tax. 

The efficiency of a tax system is viewed 
by many in terms of cost of administration 
and the degree of tax payers* compliance. 
These are of course important but the other 
more important aspect of efficiency is 
described in terms of minimisation of 
changes in the economic behaviour of 
individuals for avoiding taxes. Both income 
and expenditure taxes distort individuals’ 
choice between market and non-market acti¬ 
vities as well as choice between labour and 
leisure. However, an income tax introduces 
a distortion in an individual’s choice between 
present and future consumption while an 
expenditure tax docs not. An income tax 
makes post-tax rate of return less than free 
tax rate of return on capital so that there can 
be a disincentive effect on savings if savings 
are interest elastic, in the case of an income 
tax, there is also double taxation of savings 
for savings are first taxed as part of the 
j income and then the future interest earnings 
I are also subjected to a tax. An expenditure 
|tax removes these disincentive effects. The 
'recent literature on the theory of optimal 
!taxation suggests that the desirability of 
moving towards expenditure tax from taxes 
on total income depends upon the structure 
of consumer preferences as to leisure^ work, 
present consumption and future consump¬ 
tion. One of the important results of the 
theory of optimal taxation is that if an 
Individual’s choice between pre.sent and 
future consumption is independent of his 
choice between work and leisure, the optimal 
tax rate on the incomes from savings is zero. 
Even with significant deviations from this 
separability assumption, it is found that it 
is desirable to tax income from capital less 
than labour income. 

Comprehensive expenditure has many ad¬ 
vantages over a comprehensive income as a 


tax base from the point of view of the 
criterion of simplicity. If we express iiurome 
as consumption plus change in net worth, 
both these components of income should be 
calculated from cash transactions within the 
financial year, and the items that must be 
imputed. In the case of consumption, cash 
transactions include outlays on goods and 
services and gifts and bequests given while 
imputed expenditures include consumer 
durables such as owner occupied houses, 
motor cars and refrigerators and household 
produced services such as child care, recrea¬ 
tion, etc. The change in networth, the other 
component of income can be calculated 
from cash transactions such as deposits in 
ravings accounts and imputed elements such 
as depreciation, inflation adjustment, treat¬ 
ment of capital gains on non-marketed 
assets. The problems associated with the 
treatment of imputed values to measure the 
change in networth for income tax purposes 
are well known in the income tax literature. 
In the case of consumption base, these pro¬ 
blems may be avoided altogether. Unrealised 
depreciation of an asset is neither added to 
nor subtracted from the consumption base 
and therefore depreciation imput^ to a.ssets 
does not affect the tax base of the asset 
holders. Inflation does not pose any problem 
in the measurement of consumption base 
because consumption is estimated at current 
rupees and loss in value of current assets due 
to inflation is neither a negative nor a 
positive entry in the consumption base With 
the consumption base the corporation pro¬ 
fits tax as such is eliminated. An individual 
includes in tax base all dividends received 
and value of ail sales of corporate shares and 
deducts the value of all shares purchased. 
Also, there is .no need to attribute un¬ 
distributed corporate ptoBts to individual 
shareholders. Thus the problems associated 
with the integration of corporate and per¬ 
sonal income taxes are totally avoided with 
consumption base. With a consumption 
base, unrealised change in asset vaiue (say 
land, buildings, etc) need not be measured 
because consumption from such assets does 
not occur unless either the asset is sold or 
a cash flow is generated by the asset. 

Ill 

Incidence of Government Revenue 
Policies: A Method of Estimation 

The choice between income and expen¬ 
diture taxes cannot be made without caieAil 
evaluation of concurrent revenue policies of 
government. The commodity taxes and 
public sector commotUty price-cost mark¬ 
ups may be regarded as the instruments that 
have similar effects on consumer eipendituie 
as an expenditure tax. Expressing his view 
on memoranda on tax reforms submitted to 
Royal Commission on Dniation of Profits 
and Income (appdnted in 19S0) fay Commis¬ 
sion’s SubrCommittee of Economists, Lord 
Butler, the then Chancellor of Exchequer 


said: 

with the level of imhiect taxation which wf 
have now readied, and the extoit to whidi 
'''e expenditure of those whose expenditure 
is not confined to neodsaries induto a large 
element of payment of tax, U teems to me 
that it would be impossibie to carry through 
the examination of a Kheme of taxation on 
expenditure without atao examining on fairly 
fundamental lines the scope and purposes erf 
tndirea taxation (Kaldor, 19SS, p i). Since 
in many modern national economies the 
public sector profits have emeiged as an im¬ 
portant source of government revenue and 
the prtce-cbst mark-ups of public sectM Com¬ 
modities have effects similar to those of in¬ 
direct taxes on equity and effidency objec¬ 
tives it may be more appropriate to append 
Ixird Butler’s statement with ^nd public sec 
tor pricing* 

This view expressed by Lord Butler about 
he choice between income and expenditure 
taxes during early fifties in Britain seems to 
be more relevant for making such a choice 
currently in India. The fevel of indirect jax- 
ation in India is already high (indirect taxes 
constituting 80 per cent of tax revenue of 
central government) and the Indian govern¬ 
ment has been looking for public sector to 
emerge as an important source of revenue. 
In 1986-87 budget of central government, 
union excise, customs, income tax, corpora¬ 
tion tax and others respectively account for 
46, 34, 8, 10 and 2 per cent of gross tax 
revenue.* The dividends and profits of 
public enterprises will be to a tune of 
Rs 453.64 crore during 1986-87.* The public 
sector has to contribute SO per cent of cen¬ 
tre’s Seventh Plan outlay as against its 30 pei 
:ent contribution in the Sixth Plan.^ In the 
remaining part of this section, we present 
a method of estimation of incidence of com¬ 
modity taxes, public sector price-cost mark¬ 
ups and income taxes in the Indian economy. 
The proposed method can be used to 
estimate the distribution of burden of 
various revenue instruments by income/ 


Table 1; Incidence of Commodity Taxes bv 
Per Capoa Expenditure Classes in India 
FOR 1979-80 


Per Caidu 
Annual 
Expen¬ 
diture (Rs) 

Popula¬ 
tion Pro¬ 
portion 

Ihx Paid Per Capita 
for Every AnniuU 
Rupee Burdens 
Spent (Rs) (Rs) 

205 

0.003 

0.070 

14 

271 

0.003 

0.064 

17 

327 

0.010 

0.072 

24 

382 

0.018 

0.069 

26 

424 

0.027 

0.070 

30 

506 

0.033 

0.066 

33 

600 

0.109 

0.038 

33 

745 

0.186 

0.069 

51 

944 

0JA3 

0.072 

68 

1237 

aiM 

0.077 

93 

.1658 

0.103 

0^086 

143 

2324 

0.060 

0.078 

181 

3311 

0d)16 

0.116 

314 

'5330 

0.010 

O.I» 

. Tli, 
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e^iendituK classes in the econon^. 

Let us assume that in an economy there 
are n private sector commodities, m public 
sector commodities and H individuals. Con¬ 
sidering income taxes, commodity taxes and 
public sector profits as three important 
sources of government revenue^ we may write 
government’s revenue constraint as follows: 

n in H 

Zt, Xj -I- 2 (r, - Cj) Z, + 2 e,,! „ = R 
i • I I > I h > I (I) 

or t* X (r - c)’ Z -H 1 « R 

where t, X represent n X 1 vectors of 
nominal taxes (which are specific), net sup¬ 
plies of private sector commodities, r, c. Z, 
represent m X 1 vectors of public sector 
prices, constant marginal costs of produc¬ 
ing public sector commodities, net supplies 
of public sector commodities and e^ 1 repre¬ 
sent H X 1 vectors of rate of income taxes, 
incomes. Let us assume that the production 
structure of the economy is described by tlie 
following input-output coefficients matrix. 



where A is n x n mah-ix describing private 
sector production, B is m x n matrix 
describing the requirements of public sector 
goods in the production of private sector 
commodities D is n x m matrix that 
describes the requirements of private sector 
commodities) in the production of public 
sector goods and C is m x m diagonal 
matrix describing the requirements of public 
sector commodities as intermediate inputs 
in their own production. Given this produc¬ 
tion structure, the competitive Leontief con¬ 
ditions can be written as 

q' = p'A r' B + w i' ... (3) 
where q, p, 1 represent n x 1 vectors of pro¬ 
ducer prices, consumer prices, primary input 
requirements in the production of private 
sector commodities. Assuming that the dif¬ 
ferences between consumer prices and pro¬ 
ducer prices are only due to commodity 
taxes, we have 

P = q + t ... (4) 

we can alternatively write equation (3) as 
q' = p'A+(r-c)' B+c' B+wH’ ...(5) 
c' «= p'D -I- r'G -I- w I' ... (6) 
= p' D +(r-c)’ G+c'G + w I' 
where 1 is m x 1 vector of primary input 
requirements in the production of public 
sector commodities. Using equations (3), (4), 
(5) and (6) we can write the consumer price 
vector of private sector commodities as’ 
p' * t*' -t- s*' -t- v ... (7) 
where t*, S*. v represent n x r vectors of 
tax, ptdrlic sector price-cost mark-up and 
priniary resource cost components of con¬ 
sumer i^ces. The intuitive interpreuition of 
t*j ind s.*j is that if there is a final demand 
for dneunit of Hh private sector commodity, 
gqvei^ili«h( revenue is increased by t*^ 


rupees due to commodity taxation and s*, 
rupees due to public sector pricing. Similarly, 
we can write the vector of consumer prices 
for the public sector final consumption 
goods as* 

j' = i + t + V ... (8) 

where s, t and v represent m x 1 vectors of 
components of public sector pricing, com¬ 
modity taxation and primary input costs of 
public s^or commodity prices. Intuitively 
s, and tj; may be interpreted as rise ir 
, government revenue respertively from public 
sector pricing and commodity taxation if 
there is a final demand for one unit of ith 
public sector commodity. The government 
revenue constant given in (1) can alter¬ 
natively be written as 
(t* + s*)' k + (i-i-t)' S - R ... (9) 
where X represents n x 1 vector of final 
demands for private sector goods, i 
represents m x 1 vector of final demands 


for public sector goods. 

The distribution of burden of revenue 
policies in a fixed input-output coefficients 
economy may be estimated as follows: 

Let ^.||* i“li 2 ...n,j*l, 2...m, 
h=l, 2... H 

represent final consumption demands of 
h'*, individual for 1“* private sector and j** 
public sector commodities so that 


H 

2 

ii«i 


X, I 


1,2...n 


H 

2 

h>l 


i 3! 1, 2 .. .m 


... ( 10 ) 


The share of burden of revenue policies by 
h"* individual may be written as follows 



Table 2: Incidence of Personal Income Taxes by Income Groups for the Assessment Year 

1979-80 



Individual Ihx Payers 

Hindu Undivided Families 

Per Capita 
Assessed 
Income 
(Rs) 

Per Capita 
Ihx Burden 
(Rs) 

Ihx Paid Per 
Rupee of 
Assessed 
Income (Rs) 

Per Capita 
Assessed 
Income 
(Rs) 

Per Capita 
Ihx Burden 
(Rs) 

Ihx Paid Per 
Rupee of 
Assessed 
Income (Rs) 

1327 

107 

0.081 

1221 

50 

0.041 

2091 

128 

0.061 

2109 

128 

0.061 

3014 

303 

0.101 

3032 

348 

0.113 

3809 

498 

0.131 

3896 

608 

0.136 

4739 

734 

0.138 

4756 

923 

0.194 

6998 

1377 

0.197 

4987 

1332 

0J156 

7727 

2108 

0.273 

7749 

2301 

0.323 

10077 

3401 

0.338 

10210 

3738 

0.366 

14231 

3923 

0.416 

14364 

6116 

0.426 

21722 

10849 

0.499 

22034 

12173 

0.533 

40846 

23007 

0.363 

43161 

27520 

0.638 

39931 

33881 

0.399 

60483 

37816 

0.625 

75298 

46932 

0.623 

76708 

44303 

0.380 

217063 

144403 

0.663 

139899 

89399 

0.639 


Note; The per capita tax burdens and assessed incomes are estimated taking the average size 
of a family in the iiuHan Economy as 3.71 as per 1981 Census. 


Table 3: Incidence of Commoditv and Personal Income Taxes by Per Capita Expenditure 

Classes in India for 1979-80 


Per Capita 
Annual 
Expenditure. 
(Rs) 

(1) 

Per Capita 
Annual Com¬ 
modity Ihx 
Burdens (Rs). 
(2) 

Per Capita 
Disposable 
Assessed 
Income (Rs) 

' (3) 

Per Capiu 
Income Ihx 
Burdens 
(Rs) 

(4) 

(2) + (4) 

tS) 

(5)/(l) 

(6) 

203 

14 



14 

.070 

271 

17 



17 

.064 

327 

24 



24 

.072 

382 

26 



26 

.069 

424 

30 



30 

.070 

306 

33 



33 

.066 

600 

33 



33 

.038 

743 

31 



31 

.069 

944 

68 

1171 

30 

118 

.123 

1237 

93 

1981 

128 

223 

.180 

1634 

143 

2684 

348 

491 

.296 

2324 

181 

3288 

608 

789 

J39 

3311 

384 

3220 

2741 

3123 

.944 

3530 

716 

30300 

89399 

90115 

16.237 
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H 

whatZ > R 

h« I 

IV 

Incidence of Commodity and 

Penonal Income Ikxes 

We present in this section estimates of 
distribution of burden of commodity and 
personal income taxes by expenditure/ 
income classes in India^. Dibles A.1 and 
A.2 provide estimates of effective rates of 
taxes (t*j) for 9 NSS commodity groups 
and tte distribution of burden of com¬ 
modity taxes by 14 expenditure classes 
separately for rural and urban sectors in 
India as given in Ahmad and Stem (1983). 
The estimates of eHective rates of taxes given 
in table A.t represent increase in government 
revenue if there is one rupee worth of final 
demand for a commodity at 1979-80 pro¬ 
ducer prices in the Indian economy. These 
estimates take into account both central and 
state commodity taxes (e»nse duties, import 
duties, sales taxes and others). Using this 
data we have made the estimates of incidence 
of commodity taxes on individuals in NSS 
14 per capita expenditure classes for the year 
1979-80 as presented in table 1. Column (3) 
in table 1 shows that people in the lowest per 
ca{Hta expenditure cl^ pay 7 paise for every 
rupee spent while those in the highest 
per capita expenditure class pay 13 paise. 
Intere^ngly the effective rate of tax on 
expenditure of people in middle expenditure 
groups is the lowest (say six paise for every 
rupee spent). Therefore, the commodity tax 
structure in the Indian economy in the year 
1979-80 is such that it benefits middle 
expenditure groups in relation to people in 
lower expenditure classes. The tax rates 
for higher expenditure groups are in any 
case higher than those of other groups. 
Column (4) of table I gives an estimate of 
distribution of burden of commodity taxes 
by expenditure groups. The tax burden 
increases steadily from Rs 14 for a person 
in the lowest expenditure group to Rs 716 for 
those in higher expenditure groups. 

All India Income Ibx Statistics, a publica¬ 
tion of the directorate of irupection, govern¬ 
ment of India, provides det^ed data on 
number of assessees assessed incomes to 
individuals,. Hindu undivided families and 
firms/companies by assessed income classes 
for various assessment yean.' Using this 
data for the assessment year 1979-80, we 
have estimated the distribution of butxien of 
income taxes by per capita assessed income 
classes, for individual tax payers, Hindu un¬ 
divided families and Arms as given In 
tables 2, and A.1. We notice a marked pro- 
gressivity in the personal inconre taxes. 
Co!uran(2) of table 2 shows that a peiron 
with lowest assessed income pivs 8 paiseW 
per rupee of assessed income while a pen^ 
with highest assessed income pays mme than 
60 paise Column (6) of the same table sh^iin 
that Hindu undivided families with the 
lowest and the highest assessed incomes 
respeaively pay 4 paise and 64 paise per 


rupee assessed incomcL 

As thsci^d already, the methodology 
presented bi Section III, roables tracing of 
the incidence of commot^ taxes and public 
sector price-cost mark-ups to people in 
various expenditure/income classes. While 
we have estimated the distribution of burden 
of commodity taxes by expenditure classes 
as given in table I, the estimation of distribu¬ 
tion of burden of public sector price-cost 
mark-ups it not taken up in this paper.' If 
we believe that one carmot make a choice 
between expenditure and income taxes in 
India without evaluating the effects of all 
concurrent revenue policies of goveriunent 
(especially commodity tax policies) on con¬ 
sumers’ expenditures in India, it is impor¬ 
tant to estimate the distribution of cum- 
mulative burden of income and commodity 
taxes by expenditure classes. In India com¬ 
modity taxes take away 6 to 13 per cent of 
consumer expenditure as revenue to govern¬ 
ment as shown in column (3) of table I. In 
the case of Hindu imdivided families, 
income taxes claim 4 to 64 pv cent of tax¬ 
able income as given in column (6) of 
table 2. However, income taxes may be for¬ 
ming slightly lesser percentage to actual 
incomes, for taxable income is computed 
after taking into account tax exemptions for 
certain forms of savings and exemptions of 
house rent from tax in the case of salaried 
people. 

Suppose we consider the case of substi¬ 
tuting equal revenue yidding expenditure tax 
to personal income tax in India. As noted 
in Section II, for an expenditure tax, the 


baM'la COd^p^etpenditHib 
savings), tfavlui die assessed inct^ of a 
tax payer fmr income tax purposes as gbren 
in column (I) or (4) of wle 2, theeitiffla- 
tion of expoiriltun base requhcs deductions 
from this incoma savings ovm anti 'ribow the 
savings already exempted by Income Rk Act 
and addition of housU rent and any other 
consumption expmditure exempted under 
income tax provisions. For people with lets 
than median level of incomes, the taxaUe 
income may approximately represent con¬ 
sumption expentriture assuming that they 
have already made savings to the extent that 
they can claim tax exemptions and cannot 
make savings more than the tax examined 
limit. For these income groups, even if there 

Table A1: Estimates of Effective Rates of 
Taxes fox 9 NSS Commodity Groups for 
1979-80 


Commodity Effective Rate 

of Ihx (tf) 


(1) Cereals 

-0.0S2 

(2) Milk and milk products 

0.009 

(3) Edible oils 

0.083 

(4) Meat, fish and eggs 

0.014 

(5) Sugar and gur 

0.069 

(6) Other foods 

0.114 

(7) Clothing 

0.242 

(8) Fuel and light 

0.247 

(9) Other non-food 

0.133 


Note. An effective rate of tax ttiepresents 
an increase in government revenue if 
there is a rupee worth of final con¬ 
sumption demand for a commodity. 


Appendix 


Using equations (3), (4) and (S) in the text we can write 
p' » t' (1-A)-' + s' B(I-A)-' + c'B(I-A)-' + wl' (I-A)-' ...A.1 

where s ■ (r-c), a mxl vector of public sector commodity price - cost mark-ups. 

From equation (6) we have 

c' - p'D(I-0)-' + s' 0(1-0)-' + wI(I-G)-' ....A.2 

Substituting A.2 in A.1 we have 

p' » t’ a-A)-‘ + s' B(l-A)-' + p'D(I-G)-' B(I-A)-' 

+ s' 0(1-0)-' B(I-A)-‘ + w I' (1-0)-' B (I-A)-' + wl' (I-A)-' .. .AJ 

p' » t' (I-A)-'V-' + S’ B(1-A)-'V-' + s' 0(1-0)-' B(I-A)-' 

XV-' + wd' 0-0)'* B(l-A)-' + I' (I-A)-') V-' 
where V * D (I-O)"' B(I-A)-' 

p' v»' ...A.4 

s*' - s' (B (I-A)"' V-' + G (I-O)-' B (I-A)-') V-' 

V*' - w(l' a-O)-'B(I-A)-' + r (I-A)'')V-' 
t*' « t’ (I-A)-' V-' 

From equatirm (6) and the fact that r i .«■ c we have 

r' - s' (1-0)-' + p'D(I-0)-' + wl' (I-O)-' ...A.5 

Substituting A.4 in A'.S we have 

r' - s' (I-O)-' + (f + s*)' D (I-O)-' ...KA 

+ wl' (I-O)-' + V* 0(1-0)-' 

- s' (I-O)-' + s»'D(I-0)-' + t*' D 0-0)-' 

+ w r (I-O)-' + V*'D(I-O)-' 

r' -s + t + V ...A.7 

where i - (s' + s*'D) (I-0)-‘ 
t = t*' D (I-O)^' 

V • (w I' + V*' D) (I-O)-' 
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ertBq>tfOttMniit,|lyBntlietwttc8ftp^ 
ctttiin types of connimptioii (KpaiditttR 
like home tent, the di^Mble assessed 
income (aiisessed income of taxes) may 
stiB approximately rqnesent the consump¬ 
tion expenditure. For people with above the 
median income levels, the savings over and 
above the tax exemption limit can be signifi¬ 
cant and their disposable assessed income 
can be mnsiderat^ higher than thdr con¬ 
sumption expendituie. Columns (3) and (6) 
of table 3 KHiectively provide the estimates 
of distribution of tax butden and tax paid 
per rupee of expenditure by expenditure 
groups in the case of a tax regime consisting 
of commodity taxes and an expenditure tax 
that yields the same revenue at a personal 
income tax in India. While almost sdi people 
in the economy have tax liability in the case 
of commodity taxes, only a few people 
(especially those earn incomes which are hu 
above median incomes) have to pay personal 
in«>me taxes in India. Therefore, given that 
commodity taxes are already progressive in 
their effect on consumption expenditures of 
people, the substitution of equal revenue 
yielding expenditure tax to personal income 
taxes can make the tax structure still more 
progressive in India. A comparison of 
column (3) in table 1 and column (6) in table 
3 reveals a steep increase in the rates of taxes 
on expenditures of people in higher expen¬ 
diture brackets as a result of adding income 
tax liability to commodity tax liability. The 
degree of inequality in the distribution of 
tax burdens may be better aplained with the 
help of Atkinson's inequality index. The 
Atkinson’s inequality index for tax burdens 
may be defined as 



1 B 


where 

c : Inequality aversion parameter 
B), : Fer capita burden in the k"* expen¬ 
diture class 

f(B^) : Proportion of population in the 
k"* expenditure class 

B « ^ f(Bj,) B,,, mean lax burden. 

Given the inequality aversion parameter s“* 
as 2 for the Indian economy, the Atkinson’s 
inequality index for the (Bstribution of 
burden of commodity taxes by cxjienditure 
^assm it 0.445 while it is 0.935 for the 
distribution Of burden of both coihmodity 
and expenditure taxes in India. Also if we 
can deviw a mediod for tracing the incidence 
of wrporate profits taxes to people in 
various enpenditude dasses” Atkinson’s in- 
eqtukhty. into can be estimated for the 
distributiott' of Im'iden of conunodity taxes, 
and an expendituie ^ that yields same 
rOvemie as personal and corporate income 
taj^.'in into-' - 

' 'Dm foregi^ anal^s suggests that in 


India we have to make u evduation of two 
equal revenue yidding tax regimes namely 
(a) a direct tax on expenditure and (b) direct 
taxes on incomes (personal as well as cor¬ 
porate incomes) from the point of horizon¬ 
tal equity and other economic objectives. 
Given the formidable position commodity 
taxes enjoy as revenue raising instruments, 
we can not separate issue of choice between 
an expenditure and an income tax from the 
issues related to commodity taxes. Also the 
consideration for substituting expenditure 
tax to personal income tax as part of current 
tax reforins in India does not lead us 
anywhere. Only a detailed evaluation of two 
comprehensive tax regimes mentioned above 
can reveal welfare improving directions for 
tax reforms in India. 


Concluaions 

(1) Expenditure taxes are conceptually and 
practically superior to income taxes if we 
have to choose between equal revenue 
yielding taxes on a comprehensive expen¬ 
diture base and a comprehensive income 
base. It is difficult to say that partial reforms 
in revenue policies that subscribe to taxes on 
both incomes and expenditures simul¬ 
taneously (as for example substitution of an 
expenditure tax to personal income tax in 
India) are welfare improving. 

(2) The commodity taxes and public sector 
price-cost mark-ups are similar in their effeas 
on consumer expenditure. Given very high 
level of commodity taxation and the for¬ 
midable role public sector price-cost mark¬ 
ups have as revenue raising instruments in 
India a detailed evaluation of alternative 
revenue neutral tax regimes like (a) com¬ 
modity taxes, public sector pricing and an 
expenditure ux and (b) income taxes (per¬ 
sonal as well as corporate) can only show 
us directions of welfare improving revenue 
policies in India. 

(3) Assuming constant input-output pro¬ 
duction technology in both private and 


public sectors in India, we can trace the 
incidence of commodity taxes and public 
sector price-cost mark-ups to people in 
various consumer expenditure classes. 

(4) The estimates of incidence of com¬ 
modity taxes show that in the year 1979-80 
people in middle expenditure classes pay 
lower proportion of their expenditure as tax 
in cmnparison to people in lower expenditure 
classes while people in higher expenditure 
classes pay much higher rates of taxes. The 
Atkinson’s inequality index for the distribu¬ 
tion of burden of commodity taxes by 
expenditure classes is 0.446 while it is 0.93S 
for the distribution of butden of commodity 
and personal income taxes in India. Since 
a higher value of this index means higher 
progtessivity of g tax structure, guven the 
signiflcantly progressive comm^ty taxes, 
the substitution of an equal revalue yielding 
expenditure tax to personal income taxes will 
still make taxes more progressive in their 
effects on consumption expenditures in 
India. 


Table A 3: Incidence of Corporate Income 
Taxes bv Income Groups of Firms for the 
Assessment Year 1979-80 


Per Firm 
Assessed 
Income 
(Rs) 

Per Firm 
Hu Burden 
(Rs) 

Ihx Paid Per 
Rupee of 
Assessed 
Income (Rs) 

7.274 

0.716 

0.098 

11.970 

0.709 

0.059 

17.245 

1.615 

0.094 

21.880 

2.528 

0.116 

27.257 

3.528 

0.129 

34.318 

5.960 

0.174 

44.382 

8.789 

0.198 

58.296 

12.000 

0.206 

82.647 

17.072 

0.207 

131.566 

35.094 

0.267 

236.803 

79.784 

0.337 

342J90 

128.032 

0.374 

443.264 

170.298 

0.384 

4098.738 

1867.930 

0.456 


TableA 2; Estimates OF Commodity Tax Burdens BY Per Capita Expenditure IN Rural AND 

Urban Sectors in India 



Rural 



Urban 


Per Capiu 
Biqienditure 
(Monthly) 
(Rs) 

Population 

Proportion 

Commodity 
Thxes as a 
Proportion of 
Expenditure 

Per Capiu 
Expenditure 
(Monthly) 
(Rs) 

Population 

Proportion 

ConunoAty 
Ihxet as a 
Proportion of 
Expenditure 

17.09 

.0u3 

.070 

13.70 

.000 

,107 

2162 

.003 

.064 

22.25 

.000 

.125 

27.19 

.009 

.070 

27.51 

.001 

.091 

31.80 

.017 

.069 

31.63 

.001 

.070 

35.14 

.024 

.069 

36.62 

.003 

.075 

42.10 

JQ46 

.064 

42.36 

.007 

.076 

49.94 

.093 

.065 

50.43 

.016 

.071 

0.07 

.151 

.068 

62.28 

.035 

.071 

71.33 

.158 

.072 

79.08 

.045 

.073 

/ 10184 

.146 

.078 

103.50 

.052 

.076 

137.93 

.070 

.084 

138.84 

.033 

.084 

193-92 

.037 

.105 

195.10 

.023 

.098 

274;69 

.008 

.128 

277.15 

.008 

.104 

460.15 

.140 

.140 

464.00 

.006 

.121 


Sourer. Ahmad and Stem (1983). 



Notes 

[1 am fmfefUl to $ S Vidav for autiuical 

assittance and to Rajeth Chatwat for careAd 

typing of this paper.] 

1 See Kaldor (1957) and US Treasury Report 
<1977) for details. 

2 and 3 See Budget of the Central Govern¬ 
ment for 1986-87. 

4 See Administered Price Policy: A Ehscus- 
sion Paper, Ciovernment of India, Ministry 
of Finance. 

5 and 6 See appendix for the detailed 
derivations. 

7 These estimates take into account both cen¬ 
tral and state taxes (excise duties, import 
duties, subsidies, sales taxes and others). See 
for details table A.I. 

8 In India an assessment year for uut purposes 
succeeds the corresponding financial year. 

9 A detailed study of this problem is currently 
undertaken by the author jointly with 
Raghabendra Jha and Ranjan Ray of Delhi 
School of Economics. 

10 The inequality aversion parameter or the 
elasticity of social marginal utility depends 
upon the value judgments of polity makers 
about the income distribution in the 
economy. 

11 This requires a detailed study about the pro¬ 
blem of integration of corporate profits 
taxes and personal income taxes in India. 
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Under 80C of 
Income Tax Act by 
Investing in 15- Year 
PubHc Provident Fund 
(PPF) 

• Minimum investment Rs. 100 and maxi¬ 
mum Rs. 60,000in a year in lumpsum or 
in 12 instaimemts. 

• 12% tax free interest per annum (for 
1986-87). 

• Facilities of loans and partial wifridra- 
wals available. 

• Protection against decree by a court. 

• Ideal Scheme for seif-employed 
persons. 

• The amounts Invested, inclusive of 
those in the name of dependent wife 
and children, qualify for rebate in 
Income tax. wealth tax exemptions', 

• Accounts can be opened in alt Head 
Post Offices. State Banks and other 
authorised branches of Nationalised 
Banks 

• Holdings completely exempt from 
wealth tax and even tne condMon of dx 
months holding does not apply. 



National Savings Organisation 
Cjovemment of mdia. 

AMnistiy of Finance. 
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Curric^ttm, Psychology and Society 

Kiishna Kamar 

The author rejects the notion that then an certain time-honound, proven rules capable of guiding us when 
we want to prepan a curriculum for children’s education and argues that then is no escape from reflecting on 
the conditions obtaining in our society and euitun if we want to give worthwhile education to our childnn. The 
problem qf curriculum is related to our perception of what kind of society and people we an, and to our vision 
of the kind of society we want to be. By taking shelter in the ’received' perspective and the ‘principles of curriculum 
^elopment’ that it offers we menly shun our responsibilHy and allow ourselves to be govern^ by choices made 
long ago or elsewhen under very different circumstances. 

Whatever we am determine to be worthy of being taught is the proper amdidatefor inclusion in the curriculum. 
The obvious issue hen is how to determine ‘worth’. What kindcf value can we put upon different types cf knowledge 
to distinguish between worthy and unworthy kinds from the standpoint of their candidacy for becoming material 
for educational transaction? 

We can distinguish between two routes to solving the problem. The first consists of deciding the worth of what 
we want to teach in view of the learner. The second consists of determining worth in terms of the intrinsic value 
of what we want to teach. The author chalks out both these routes and then discusses how satiffdctory or otherwise 
they might prove in solving the problem of curriculum. 


FEW people ia our country are accustomed 
to looking at curriculum as a ‘problem’—in 
the sense that it is a matter of imperfect 
choices and decisions made on the basis of 
defensible, and therefore challengeable; 
perceptions. We have an educational culture 
that is firmly dug into the rock of ‘received’ 
knowledge.' In such a culture, nobody asks 
why a certain body of ii^formation happens 
to be equated with education. Under our 
very (Afferent climate and historical circum* 
stances, the influential American curriculum 
theorist lyier (1956) would have been happy 
to find such a large number of people who 
are used to accepting the validity of one par¬ 
ticular structuring of educational know¬ 
ledge.^ Another thing that would have 
made him happier in India than in his own 
country is the ease with which dissociation 
between curriculum and the child’s immediate 
socio-cultural milieu is accepted, and the 
zeal with which ‘principles’ for curriculum 
designing, teacher training, and so on are 
demanded and applied. 

This paper is not about ‘principles’ but 
rather the problem of curriculum. Inherent 
in this declaration is the assumption that 
there are no principles for developing a cur¬ 
riculum. In the dialogue of education, my 
a^nda is to dispel the notion that there are 
certain time-honoured, proven rules capable 
of guiding us when we want to prepare a cur¬ 
riculum for children’s education. Ilie posi¬ 
tion I wish to support is the opposite one— 
that there is no escape from refl^ng on the 
conditions obtaining in our society and 
culture if we want to give worthwhile ^uca- 
tldn to our children. The problem of curri¬ 
culum is related to our perception of what 
kind of society and people we are. and to 
our virion of the kiiid of society we want 
to be By taking shriter in the ‘received’ 
perspective and the ‘prindples of curriculum 
dev^pment’ that H offei^ we mmly shun 
our rc^eonsiWlity and allow oursdves tobe 
govern^ W cbqto made tong ago or else¬ 
where ynder v«ry different circumstances. 


The problem of curriculum is related to 
the first of these three key questions to which 
most of educational research and reflection 
is addressed: 

What is worth teaching? 

How should it be taught? 

How are the opportunities for educa¬ 
tion distributed? 

Although the three questions are indepen¬ 
dent and can be pursued by themselves, they 
are related to each other at a deep level. Until 
we arrive at that level in this present inquiry, 
we can pursue the flrst question-^What is 
worth teaching?—by itself. Whatever we can 
determine to be worthy of being taught is 
the proper candidate for inclusion in the cur¬ 
riculum. The obvious issue here is how to 
determine ‘worth’. What kind of ^ue can 
we put upon different types of knowledge 
to distinguish between worthy and unworthy 
kinds as far as their candidacy for becom¬ 
ing material for educational transaction? 

We can distinguish between two routes to 
solving the problem. The first consists of 
deciding the worth of what we want to teach 
in view of the learner. The second consists 
of determining worth in terms of the intrin¬ 
sic value of what we want to teach. 1 intend 
to chalk out both these routes, and then to 
decide how satisfactory or otherwise they 
might prove in solving the problem of cur¬ 
riculum as I have defined it above. 

I 

Route One: Learner's Viewpoint 

It makes immediate sense to assess the 
worth of something we are about to give by 
taking into account the recriver’s viewpoint. 
Education is somethir^ that adults want to 
give to chddren, so what could be better than 
judging the worth of what we want to teach 
in terms of children's own perception of it? 
Theanriogy of gift is obvious; when we are 
about to i^ve a mft, we often choose the gift 
by considering the recriver’s personality; likes 
and needs. Attractive though the analog is, 

BeMwris awl MBUmI «MUr 
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applying it to education has obvious diffi¬ 
culties. One arises out of the fact that educa¬ 
tion is not for just one child. Hundreds, in 
fact, millions of children may be invotWd. 
So we will not get very far considering 
the likes and needs of each child. Most likriy, 
we will have to be content with a generalised 
understanding of children’s personalities. 

The second difficulty in applying the^ft 
metaphor to education arises from the very 
nature of the knowledge that we as aduhs 
might possess about children. As adults, we 
may be able to think, to some extent, <m 
behalf of children, but we cannot totally 
submerge ourselves in the child’s point of 
view. I mi^ be charged with mystifying 
childhood, but I feel it is important to 
remember that the ability to look at things 
from the child’s viewpoint is a special ki^ 
of ability. There is evidence to ^ that for 
adults to have this ability may require a cid- 
tural context. In the Bbst, such a context was 
created by the availai^ty of Rousseau’s ref¬ 
lections on individuaUty and freedom whm 
industrialisation caused the need for child 
care and the posribility of child survival and 
health (Aries, 1962) (January 1973). 

The point is that although it is appropriate 
to determine the worth of what we want to 
teach in tenns of the child’s perspective, it 
may be extraordinarily difficult for us adults 
to take the child’s perspective in the matter 
we are considering.^ Three reasons for this 
difficulty may be distinguished. First, 
children are interested in all kinds of things 
or can develop interest in just about aiqt 
form of knowledge, dependii^ on how it is 
presented to them. So, what is worth 
teaching and what is not are not particuiarly 
relevant questions from children’s point of 
view. Secondly, childien cannot be expected 
to articulate their view of the worth of 
something as abstract as knowledge. Put 
simply, as Donaldson (1978) does, “the 
young chUd » not capable of deciding for 
himself what he should learn; he is quite 
simply too ^orant” At best, what chUdren 
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can be normally ocpwted to articulate is lik¬ 
ing or preference, and this brings us to the 
third reason, namely, the likings expressed 
by children keep changing as they grow, 
older. Therefore, it cannot provide us with' 
a reliable basis for making sustainable deci-. 
sions about what we should teach them. 

Going by the first route.then, our best 
chances lie in agredng to think on behalf 
cf children rather than in trying to Hnd out 
what they think. Now if we agree on this 
more modest possibility, we can soon iden¬ 
tify one basic sense in which ’worth’ can be 
determined; Tt is worth teaching something 
only if it can be learnt’, i am referring to 
*worth’ in the sense of being worthy of the 
bother of teaching. This is admittedly a 
rather pedestrian sense of worth, but never¬ 
theless a useful one; for it can protect us 
from putting in a lot of wasteful efl'ort of 
which we can find numerous examples today. 
The mismatch between what modern child 
psychology tells us about how children learn 
on one hand, and the mpectations embedded 
in school curricula on the other, is so sharp 
and violent in our country that it looks an 
exercise in redundancy to idemify tittle ex¬ 
amples. Indeed, the danger of giving single 
examples is that people in charge of cur¬ 
riculum planning migte respond by acknow¬ 
ledging these as lapses and remove them, 
leaving the edifice of an unlearnabie 
curriculum intact. 

The example 1 will discuss here belongs 
to the early phase of school learning when 
the distinction between knowledge and skill 
is a hard one to make. Learning basic skllis, 
such as reading, involves the translation of 
several discrete kinds of knowledge into a 
gestalt of readily available responses. Lear¬ 
ning how to read requires the child to apply 
his knowledge of the world, people, and 
language to construct a hi^ly dynamic 
system of decoding graphic signs. Recent 
research in the pedagogy of reading^ tells us 
that the success of reading instruction 
depmids on the encouragement given to 
children to use their prior knowledge of 
language (in its oral form) and the world to 
decode printed texts meaningfully. In the 
light of this research, the alphabet-centred 
instruction given in Indian primary schools, 
and the lack of incentives for ctuldren to use 
their hypothesis-forming ability, discourage 
children's search for meaning. Repeated 
failure to make sense of what they are 
reading damages the self-concept of many 
children, leading them to drop out of 
school.’ Of the others who do learn to 
read, many become mechanical readers— 
in the sense that they can scan a printed page 
but Cannot associate the text with their own 
experiences. Only if reading were taught ift 
a maimer in which it coidd be learnt would 
the wastage in our enormous effort to im¬ 
part primary education be minimised^ \At 
present, only the exceptionally persistent or 
motivated children .are able to relate to the 
text, that is, to ^d ht a meaningful way. 

■W-’ 


Pl)«hology and pedagogy, thus, ctm help 
us oimniseand teach knowledge and skills 
ill effective ways. This is a significant con¬ 
tribution towards solving the problem of 
curriculum, but one thm.can be appreciated 
only after a decision ^ been made about 
the kinds of things thm pie worth teaching 
in the first place In other words, psychology 
or pedagogy cannot teU us what to teach, 
only when and how. Psychology can tell us 
ewn less about the valid^ of combining dif¬ 
ferent kinds of knowledge under one school 
subject.* The choice of knowledge and the 
manner of structuring it have to be deter¬ 
mined on some other grounds. If we wanted 
to decide whether it would be a good idea 
to introduce ‘folkloitf as a compulsory 
school subject at the primary stage, no 
amount of psychologic or pedagogical 
knowledge would help us take thb decision. 
The decision has to do with our perception 
of the idace of folklore in our socio-cultural 
milieu. It requires reflection on our cultural 
choices, the socio-economic underpinnings 
of these choices, and on the implications of 
the choice of folklore as a school subject for 
all children. But once the decision to teach 
folklore has been taken, we can refer to child 
psychology and pedagogy to determine how 
to break up folklore into learnable and en- 
jt^able sequences and what kind of teaclung 
would most suit this new subject. 

II 

Route Two: Value of Knowledge 

Now let us turn to the mcond route which 
consists of examining the worth of what we 
want to teach in terms of its intrinsic value. 
The word ’intrinsic^ is difficult to interpret, 
and it can rasily land us in trouble if we are 
not careful. 1 have used it to characterise a 
route of inquiry which would be distinct 
from the first route which involved ascertain¬ 
ing the worth of knowledge from the child’s 
perspective. Our brief inquiry revealed that 
this route presents enormous difficulties 
beyond a particular point—the point at 
which one can separate knowledge that can 
be learnt (by a child at a specific stage of 
her development) from knowledge that can¬ 
not be learnt. B^ond this. Route One has 
little help to offer. Route IWo (hffers from 
this inquiry in that it does not refer to the 
child. What we are after is the possibility of 
identifying something intrinsically valuable 
in the knowledge we want to impart—some¬ 
thing that would qualify jt to be in the cur-^ 
riculum under the only ctmdition that It is 
learnable (i e, the contUtibn that Route One 
has taught us to respect for its usefulness). 

On the face of it, the kind of inquiry we 
axe making looks like the inqmry ^iloso- 
phers me known to make by asking—‘What 



childrenT Again, in rather too t^ous a 
sense (me Would s^’ym'. If sonteooecoitld 
convindngly distinguisli trtw from fUse 
knowledge surdy no one would like to leaidi 
fdse knowtedge The itewblem arises whm 
we recognise that unlike phlkMophicai'hi- 
quiry; education ds a mundane busineu, 
Whom ^lilosoplv is supposedly concerned 
with the pursuit of trufli or true krurwledge; 
education is mostly concerned with people; 
particularly people as parents, their aspira¬ 
tions (collectively expressed the irutitu- 
tiems thigr support), and with the social reality 
which shapes these aspirations. Educatiem 
deals with knowledge in a rather limited con¬ 
text, which is defined by the social reriity 
of a particular period and locale. Mannheim, 

I believe, was right in pointing out that the 
aims of education could only be historically 
grasped simply because they were shaped 1^ 
history and therefore changed from one 
period and society to the next (Mannheim, 
1962). 

Despite its interest in ’truth’, education 
deals not so much with true knowledge (even 
if such a thing could be ascertained and 
acknowledged by all) as with how knowledge 
is perceived in a given social milieu! 
Howsoever much teachers, many of whom 
may be inspired by ideals of one kind or the 
other, may want to train children to dLstin- 
guish truth from falsehood, they can only 
do so within the contoit of what has been 
perceived and installed in the curricula as 
worthwhile knowledge. Crudely speaking, 
they are in schools to teach what counts as 
knowledge. And what counts as knowledge 
is a reconstruction, bgsed on selection, under 
given social circumstances. Out of the total 
bexly of knowledge available to human be¬ 
ings, not all is ever treated as worthy of be¬ 
ing passed on to the next generation throt^ 
schools. Some of it gets transmitted, to the 
next generation; the rest waits in aimropriate 
archives for either oblivion or resurrection 
under changed circumstances. This is, of 
course, a generalisation, for we know that 
’society’ is hardly a unitary syston in the 
matter we are dealing with. At some point 
below, we will have to treat this matter more ’ 
carefull)^ and examine, how the composition 
of society, and the corresponding composi¬ 
tion of the structure of edueatioqd oppor¬ 
tunities, affect the choices of what Is taught, 
in schools. 

Ikw the time being, however, t^ generali-' 

, sation that icho<M fctiowledgeit aieccmriruo- 
ition, involring selection of knouiledgc;', 
should suffice for us. It can hdp us recognise: 
the wide-ranging interaction involved in ti^. 
processtrfreconstruettonof luKxvledge. The: 
interaction involves creatkm, codlflcatiOB, 
distribmion, and receptloa; and it. t$jt» 
place under the draping lofluenw of eco-' 


is true km^udge?’. What.th^ want to know 
in that question isf What is real knowledge 
as OfWOsed to spurious kaiowledgiEff Suppos¬ 
ing a idiilosppher could'anSwer this ques- 
0 tion, woqld it be of use.(6ut‘as teachers of 


nota^y^pedidea, andcuhuro What knotjriedgtr 
beocanes avallabfe at gchoofe for distrfoutioo" 
has to do witk the overait dssiifieation (riL 
knowledge and power in sbdety. Schoolt; 
rapjriy individtrals vdiote knoadedge iwd-^ 
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skiUi ait appropru^ for (he tasks genentcd 
by the economy amt supiwrted by politics 
and culture. Schools ate sdile to supply such 
indivlduaU with the help of appropriate 
reconstructions of knowle^ The 'star war< 
rior’ delineated by Broad'’ is not a product 
of fortuitous circumstances. He is as un¬ 
mistakable a product of America’s contem¬ 
porary politics, economy, and culture, as was 
the member of the Indian Civil Service a 
product of colonial India in the early twen¬ 
tieth pentury. The role of the American and 
the Ijfidian educational systems in produc¬ 
ing these archetypes is fhily examinable in 
terms of the reconstructions of knowledge 
that (he two systems are based on. 

Openting under the infliunce of economy, 
politics, and culture the system of education 
sullies knowledge with associations of 
various kinds. Each association is like a 
watermark—it cannot be rubbed off, for the 
agencies that leave the mark are more power¬ 
ful than, indeed beyond the control of, edu¬ 
cation. By studying educational systems in 
the context of social and economic history 
we can find several examples of such associa¬ 
tions. Let me examine two of them, the first 
one. relating to science India’s exposure to 
the West under colonial rule contextualised 
science within the dyitamic of colonisation. 
Due to its association with colonisation by 
a western society, science became the target 
of xenophobia in many quarters of the anti¬ 
colonial consciousness and struggle Apathy 
to science or worse still, suspicion of science 
and hostility towards it grew as part of na¬ 
tionalist consciousness. Baran (1957) cites 
the opposite case of Japan: “its being spared 
the mass invasion of western fortune hunters, 
soldiers, sailors, and ‘cis’ilisers’ saved it also 
from the extremes of xenophobia which so 
markedly retarded the spread of western 
science in other countries of Asia” (p 160). 
Tb gain entry into the Indian school cur¬ 
riculum, science had to make a hard strug¬ 
gle, and even though it now has a secure 
place, it covers only a narrow spectrum of 
the activities permitted in the school. 
Basically, the culture of Indian schools re¬ 
mains hostile to sdence. If, for the sake of 
brevity, 1 describe the culture of science as 
that of touching, manipulating, personally 
obi^ing, and making sense, then the cul¬ 
ture of our schools could well be described 
by cduntefposing ail these Fear of science 
and all that it sunds for continues to be 
emh^ded in our school culture and cur- 
riculuip: why it is not openly expressed is a 
different matter. 

Qtodhi’s proposal for ’basic education’ 
off(^ anotlwr example of the influence of 
the sociology of knowledge on the school 
citft^um. An importaiit aspect of his pro-, 
posal mts the introduction of local crafts 
. and productive skills in the school. In func- 
tionid terms, the idea was to relate the sdhool 
Id t^ probesK* of production in the local 
miUeu, bdththe tmW aim of nuikbg the 
. ichOot'.it^l|i piOi^m instittttloai Qandhi 


thought that the elementary school could 
not possibly get very far in a poor society 
if it did not produce a substantial part of 
its own needs (Avinashilingam, I960). Bpt, 
apart from this functional aspect (the prac¬ 
ticality of which has been derated), the pro¬ 
posal for basic education also had a sym¬ 
bolic aspect to which considerably less at¬ 
trition has been given. Symbolically, by pro¬ 
posing to introduce local crafts and pro¬ 
duction-related skills and knowledge in the 
school, Gandhi was {woposing allocation of 
a substantive place in the school curriculum 
to systems of knowledge developer^ by, and 
associated with, oppressed groups of Indian 
society, namely artisans, peasants, and 
cleaners. It was no less than a proposal for 
a revolution in the sociology of school 
knowledge. For centuries, the curriculum 
had confined itself to the knowledge and 
skills associated with the dominant castes. 
Basic education was proposing a subtle plan 
to carve a room for the knowledge associated 
with the lower castes, including the lowest. 
In a truly ‘basic’ school, children were ex¬ 
pected to clean toilets (Sykes, 1948). Effec¬ 
tive implementation of basic education 
would have seriously disturbed the prevail¬ 
ing hierarchy of the different monopolies of 
knowledge in our caste sodety. In trdy func¬ 
tioning basic schools—and they would have 
been common schools—the cultural capital 
of the upper castes would not have earned 
the stamp of total validity as appropriate 
school knowledge. 

The association between certain forms of 
knowledge and certain social groups is of 
importance to education because it charac¬ 
terises the very image of the educated man 
prevalent in a society in one particular phase 
of its history. As a result of this association 
education becomes synonymous with certain 
areas of knowledge and certain other cor¬ 
responding areas of ignorance. |xt me use 
an example from my own daily behaviour 
as an educated man, not quite what is known 
as the ’westernised’ Indian, but sufficiently 
so to be incapable of using the indigenous 
names of months. My illiterate maid servant 
uses the Indian calendar and has little 
knowledge of the western calendar. We often 
have considerable difficulty determining 
whether we have understood ei|ch other. As 
an uneducated person she expeets that I 
won’t know the system she is used to; con¬ 
versely, I as an educated person expect that 
she mi^ know only the Indian system. Our 
ignorance of each other’s calendars con¬ 
tributes to our identities as educated and 
uneducated persons. It so happens, obviously 
due to the economic and pr^ticai dynamics 
of our society, that ignorance of her system 
is an attribute of my image as an educated 
m(in. 1 am not supposed to know whether 
Sawah c(»nes flrst or Aghan. On the con¬ 
tra^, her ignorance of the western calendar 
is a proof of her lack of education because 
knowledge of the Indian Calendar is not one 
of the attributes of the educated Indian in 


post-coloniai India. She is from a lower caste 
background which 1 am not. The kind of 
knowledge she has is associated in post¬ 
colonial India with the poor and the illite- 
rata Brahmin priests using the Indian calen¬ 
dar for specific ritual jobs do not disturt 
this association, for in using the Indiar 
calendar they are not acting in their capacity 
as modern ^ucated men, but in their capa¬ 
city and from their status as Brahmin priests. 

In every age, the educated man is defined 
differently, according to the associations that 
areas of knowledge and corresponding areas 
of ignorance have with different social 
groups. Dominance and distribution of the 
power to define roles play a significant part 
in determining the attributes which the 
educated man will be expected to possess. 
Thus, the problem of determining the worth 
pf a form of knowledge, to a certain extent, 
arises out of the distribution of knowledge 
in society. The distribution of knowledge at 
a particular point of time nuy itself b^ an 
indicator of the distribution of the oppor¬ 
tunities to be educated in a previous (^od 
and of the content and character of educa¬ 
tion in that period. For someone who wants 
to make a curriculum, the question is; ’Out 
of the prevailing forms of knowledge, which 
ones will I choose?’ A related question is: 
*00 what basis will I choose?’ It is this latter 
question that we have been pursuing along 
Route IWo, and we have found that the 
educational worth of a certain form of 
knowledge cannot be determined according 
to sonie purely intrinsic characteristics of the 
knowledge in question. VMs have seen how 
important a role do symbolic associations 
play in shaping the perception of knowledge 
in society. 

Ill 

Need and Character of 
Deliberation 

On the basis of this inquiry along the two 
routes, I wish to argue that the problem of 
curriculum cannot be dealt with as an act 
of sodal engineering. It us an act of delibera¬ 
tion. In a society like ours where material 
capital and the cultural capital associated 
with education are so inequally distributed, 
curricular deliberation cannot escape con¬ 
flict. How shall this conflict be resolved? 
Any deliberation is based on the assumption 
that no voice will be wiped out. Were it 
possible to wipe out a voice, the problem of 
finding room for it in education would ndt 
arise. Indeed, the contrary is more impor¬ 
tant: that in a polity where no voice can be 
expressly wiped out, education may offer a 
useful means to phase out certain voices or 
to make them inaudible Dominant groups 
may use education, more spedflcally the 
curriculum, to see to it that voices otlwr than 
their own are represented so inadequately, 
feebly, or distortedly, that they would 
devriop a negative app^ and gradually lend 
themselves to be phased out as candidates 



for n>om k canleular (Uibovtion. None of 
thie needs be n conidoos procesi; U may 
actually be a quiet, dvilised dynamic of 
dominance. Agreeins to pendve curriculum 
ai an act and product pf ddiberatkm, mther 
than a given, rational construct, is Iv itsdf 
a good preparation for enervati^ the 
dynunfe. 

Hw Mure of education to reach the 
oppressed groups in our society it directly 
related to this dynamic. It it easy lay tiie 
Uame for this failure at the door of poor 
motivation among the backward and 
administrative ineffidency. These are the 
ctt^Mrits whose faces we have grown accusto¬ 
med to sedng smeared in educational 
‘ debates. But the failure also offers us 
. evidence of the inadequacy and narrowness 
of curriculum deliberation in our sodoty. 
Curriculum designing for the school sta^ 
it the charge of the bureaucracy of educa¬ 
tion which includes the quasi-bureaucracy 
of the state-controlled institutioiu of 
pedagogical research and training. It has 
never been treated as an act of deliberation. 
Inquiry into the structures of knowledge 
enkedded in the prevailing curriculum has 
never been on the agenda. The task of 
. reorganising the structures of knowledge, 
and the related task of reorganising the 
perspective ftom which knowledge will be 
rqrresented have not been perceived as 
important tasks. 

Curriculum deliberation is a social 
(Halogne—the wider its reach, the stronger 
its grasp of the sodal conditions in which 
education it to function. The only way to 
equmd the reach of curriculum ddibemtion 
is to include teachers in it, and this it where 
the proUem of curriculum encounters its 
greatest challenge in the culture of educa¬ 
tion in India. In this culture, the teacher is 
a subordinate oflicer. He is not expected to 
have a voica only expertise. What little 
curriculum deliberation does take place in 
the higher circles of educational power 
remains extremely poof on account of the 
absence of the teacher’s voice But this is not 
. a plea merely for the involvement of a 
greater number of people in. curriculum 
ddiberation. Numbers matter, but more 
important is the capacity of a deliberation 
to be sensitive to the dialogues going on in 
' the wider society. Judging the differentitd 
importance of specific dialogues and deter¬ 
mining the stance education ought to take 
towards a dialogue are difficult tasks, but 
shunning them would mean permitting the 
curriculum to remain aloof tarn the con¬ 
cerns of the wider society. This is the situa¬ 
tion we are in and have been for a long 
time.* Issues that our sodety is gran^ng 
with find no reflection or trace k the 
school’s daily curriculum. The knowledie 
^ imparted k the classroom transoends sdl 
living conoefna that children as memben of 
the ^ety i^jMt have, at well as all other 
concern# adult members of society 


have and which will aBhct ddkhen. This 
kind of unscendental cnrHcUhimltaot just 
wasteflid, for it does not UM theopporttt^ 
the sdiM provides fof Impaitiiig uaefol 
knowtedie; h it deksiiGlive too, h 
promotas a kind of achiiophlrenia. The 
educated man producedhy a transcendental 
curricukm tees and tecit to establish no 
relation between his education and hit 
persoiial life and conduct A odonial educa¬ 
tionist, Mayhew^ had noted this feature of 
our education system sixty yean ago;’’When 
the educated Indian is moat himself, k the 
expression of his deepest emotkn, and k the 
domestic or communal «ai<^ent of hit 
leisure, he shows the least trace of what our 
schools and colleges have given him” 
(Mayhew, 1^6: p 207). 

Modern pedagogical fdanning, parti¬ 
cularly since independence, has attempted 
to bypass rather than rmnedy the disst^a- 
tion between our schools and our society. 
The means of bypass was psychologism, 
which consists of the daim that the broad 
prkciples of children’s psychology are 
adequate basis for developing suitable 
curricula and materlols. We have seen earlier 
that psychology can at best ixxwide a limited 
answer to the problem of curriculum. But 
one school of psychologism needs to be 
examined in spedaL for it has virtually ruled 
the minds of many of our avowedly modern 
and sdentifkally oriented ksUtutions of 
pedagogical research and planning, parti¬ 
cularly skee the sixties. Ilie school I am 
referring to is that of *behavkural objectives’ 
of education schematised k a taxonomy by 
Bloom (19$6),’ Followers of this school 
argue thm the objectives of curriculum and 
teaching need only be defined k behavioural 
terms, such as ‘analydng’, Htanslating’, or 
‘inferring’. What knowle^ content is used 
to achieve these behavkkral ainu is im¬ 
material. The idea is to allow the child to 
develop skllla that can be used in relation 
to any content or situation. This view of 
curriculum is often called the ‘process 
modd’, for it emphasises the process of 
learning more thsin the content, i how 
something is learnt rather than what is 
learnt. Clearly, the modd denies the problem 
we have been discussing, namely the problem 
of identifying worthwhile knowledge in ida- 
tion to the milieu, particularly the socio¬ 
cultural milieu of the chiid. It promises a 
technied means to tnmsoM the milieu, and 
it l^timises such transGcddenoB k the name 
of effective kstruction.. The modd had 
obvious appeal for Indian educationists who i 
had been accustomed, skee the beginning' 
of colonid policies k education, to sedng 
the sockKuitural rniUeu as an obstruction 
rather than an asset for education. The 
bdundoural model came hew during the 
sixties, the so-called ‘devdopment decadd. 
when Indian planners were eagerly liMking 

towards the vfest, particulariy towards 
Amrelca, to find techni^ solutions to all 


kiwfe of probfems. 

The promise of the behaodounl brand of 
psychdogitm is a deceptive onc^ as Datikls 
(197S) has diaady ahbkn Tdfll etsbmi^ 
bdow on Oanids’s critiqu^ The feult lies 
k ignoring the nature of retion cooetpiv 
Actions or behavtours (e g, bbeykg, andys- 
ing, etc) Sk not have a one-to-one rdation- 
lUp wifo certak acts. An act of obeying may 
be altogether different k itt motividon, aim, 
and impUcations from another act of (key¬ 
ing. depending on the cfacumstinces undo: 
which the act has to be performed. % use 
Daidds’s term, action concepts are polymor¬ 
phous k that they sumd k superordinate 
rektiewship to subordinate acu. Mai^ 
different kkds of acts or behaviours can ^ 
accommodated under the labd k>bcying’% 
‘andyskg’; and these sake acu can^'be 
dassifled under other action concepts. This 
is how labels like ‘loydty’, ‘discipline, and 
‘service’ came so handy to educationd plan¬ 
ners of Hitler’s Germany. By merely using 
bcUaviouid labels to chmeterise the inten¬ 
ded curriculum, we do not solve the basic 
problem of curriculum formulation, but 
evade it at an enormous risk of distortion 
of the aims of education that we may have 
in mind. Only by examining the intentions 
of the learner, the conditions under which 
learning has to occur, and the means or con¬ 
ventions of teaching to be used can we ascer¬ 
tain what precisdy will happen. 

This is how the problem of curriculum is 
related to the distribution of educationd 
opportunities and to methods of teaching. 
The distribution of opportunities for learn¬ 
ing k a society is an important factor in¬ 
fluencing both how ‘worth’ of acertak kind 
of knowledge is petedved or weighed and 
how knowl^e that is regarded as worthy 
of being taught will be represented k educa¬ 
tiond materids. can take for granted that 
the knowledge produced aik possessed by 
groups whose access to education is poor 
will not' be regarded as worthy of bdng 
taught k Khools. Who would regard, for 
examitiai the knowledge of the Bsiga myth 
of the grid’s creation as worthwhile e^luca- 
tiond knowledge? For that matter, even the 
knowledge of animd bdkviour that the 
Baiga haw acquired over a lengthy acquain¬ 
tance with the jungle of central pa^ of 
India is unlikely to be r^krded as worth¬ 
while education knowledge Room for 
Baiga mythology in educationally valid 
knowledge required of Indian chihiteta is 
linked to the Baiga’s own acorn fo educa¬ 
tion and thdr ^ucational performance. 
Baiga diildren have poor access to oppor- 
tunitire for education. Moreovd, the Ba^pi 
child’s chances of doing well k tte educa¬ 
tion system are also very poor, at least pCrih' 

bdrause the Itaiga worldview has no ntoii- 
ance k the sdiool eurriculiun.*^T^ school 
is Sm okimst of m alien ettomaad q/item.. 
df knowledge k a Ba^ vilk|e 

How the method of tasehiag affeeu foe 


m 
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dMnKUr of wtet b ttught cut be *Mn b 
Kicnce. The dlMhietMM of ideoce et • 
whool nibject cook* ftom the need for 
otpcrimcidetion by the kerittr. Of courw it 
ispouMetoteeehidcticewithouteiperi- 
mentethNi, but then it lotci ita distinctness. 
If distinctnesi toe criterion for considering 
ui Bice of knowledie as » sepante subject 
at school, the* there is no point in teaching 
sdence as^ say, literature. As a subject thu 
demands expuimentatkm and independent 
inqidry by the learna; sdence is assodated 
wib freedom of judgment and equality 
between the student a^ the teacher in the 
presence of objective liscts..Sdencc educa¬ 
tion is supposed to be condudve to seculv 
values pi^sely because it makes ascribed 
authority redundant But if sdence is taught 
in a traditional mannu, with the authority 
of the textbook and the teacher’s word, and 
without opportunity fw experimentation, it 
would cease to have a secuiu character and 
value. Once it loses its original diameter, 
owing to the application of conventlonai 
pedagogim, science can well become an 
instrument for authoritarian comrol in the 
classroom, and later on in sodety. The 
practice of sdence in a contat that does not 
permit equality or open questioning can 
potentially lead pupilsdnto imbibing values 
that are antithetical to science. 

And not just the character of what is 
taught, but the volume of content too is 
affected by the methods of teaching. For 
some time now, a favourite theme among 
curriculum devdopers in India has been the 
‘load’ or volume of content described in the 
syllabus for each grade level. Despite the 
acknowledgement by the highest body of 
educational research that the ’load’ has 
become excessive (NCERT, I98S), no solu¬ 
tion by way of actually cutting down the 
load is forthcoming. 1 feel no solution is 
likely to be found for the simple reason that 
the problem is being diagnosed wrongly. The 
problem of volume of content at any grade 
levd does not originate in the so-calied 
‘eiplosioa of knowledge^ which is frequently 
referred to in our country in discussions of 
curriculum. It originates in methods of 
teaching. If it is assumed that lectures and 
occasional demtmstration (in subjects asso- 
cimed with science) by the teadier will 
remdn the most commonly used methods, 
a remarkably Urge amount of ‘load’ of 
content can be accommodated at each grade 
level. With this assumption we can go on 
packittf our sylUbt tighter and tighter, all 
die time seeking justincation in the ex- 
ploiion of knowledge with which ‘w^ as a 
badewud country hm to cope This process 
of mistaken action ^.,and legitimation of 
action can stop only if we recognise that 
teacldng methi^ other than the lecture and 
demtmstntiod method would demand 
longer and more leisurely imeraoion 
batwM the teadier. and pupils WUeh is 
lahHi^'phiir.' dbh lc«s content to cover in 


each interacuon. 

Such a conclusion could alto be reached 
via the route of- psychological awareness 
regarding the learner, something 1 have 
discussed earlier. How much the learner can 
learn is'an aspect of what she can learn at 
any givra stage of her cognitive develop¬ 
ment. Although such knowledge can only, 
be acquired from psychology, it is not easy 
to apidy it in curriculum and education, for 
application depends not just on knowledge 
but also on our willingness to respect this 
kind of knowledge. Moreover, understanding 
of child ps^hology is one thing, using it to 
modify our perception of what is worthwhile 
knowledge in view of our reflection on our 
own socio-cuitural condition is quite 
anothn-. Our attitude towards children 
comes somewhere midway betiraen these 
twa It is rooted in our culture, history, and 
the material conditions of our society which 
determine that 47 per cent of all deaths each 
year are deaths of young children (UNICEF, 
1984). Given the precarious state of the 
child’s existence in our midst, and a socio¬ 
economic environment which persuades us 
to look at the child as a small adult, the 
lessons of psychology are not easy to apply. 


Notes 

[This is a substantially expanded and somewhat 
modified version of my presentation at a 
seminar held in April 1$^ at the Nehru 
Memorial Museum and Library, New Delhi. I 
wish to thank the participants, particularly Anil 
Sadgopal and Alok Rai, for their comments.] 

1 For distinction between the ‘received' and 
a ‘dynamic’ perspective on curriculum, see 
Eggleston (1977). Basically, the ‘received’ 
perspective is derived from an a prion view 
of knowledge, whereas the ’dyruunic’ 
perspective—the one used in this paper— 
plac« knowledge in a sociological context 
and inquires into its legitimacy. 

2 lyier’s influence extended worldwide, and 
it is not unusual to come across post¬ 
graduate students and professors of educa¬ 
tion in India to this day who mouth lyier’s 
deflnition of education without attributing 
it to him by name. The deflnition, which 
squarely places education and curriculum 
in the domain of psychology, is; “Educa¬ 
tion is a process of changitig the behaviour 
patterns of people." The mphasis iyier 
placed on behaviour blossomed in the 
taxonomy of objectives prepared by 
Benjamin Bloom which continues to be 
referred to in India in learned pedagogical 
discourse. Also, see note 9 below. 

3 The difficulty docs not, of course, prevent 
the use of the term ^diild-centied’ as a cliche 
to legitimise some new programme or 
material. Like many other terms used in 
^political and developmental discourse; 
bhUd-centred educsdknf has been imported 
flom Europe and is now Ibedy used in India 
without wut reference to or worry about 
the piatertgl and cultidtl conditions under 


which it emerged. For a discussion of the 
origins of the child-cemred perspective in 
western education and literature; see Aries 
(1962) and Brooks (1969). 

4 For a brief surv^ of this researdi, see Moon 
(1984). Mott of the recent work on reading 
it bated on psycholinguistics. It is interest¬ 
ing that the insights which the application 
of psycholinguistics has provided cor¬ 
respond to the conclusions reached Indqien- 
dently by people like Sylvia Ashton-Whrner 
and Bruno Bettdheim through their own 
experiences. 

3 For understandable reasons, this reason it 
seldom dted in dropout research. For a 
teconstruction of how this might happen in 
the life of one child, see Kumar (1986a). 

6 Consider, for example; the comblnatioa of 
history, geography, and dvict under ‘social 
studies'. This compilation acquires its 
legitimacy from the modem understanding 
of the social sdcnccs, but the construction 
of knowledge taught under dvict in Indian 
schools is bated neither on psychology nor 
socUU sdence, but rather on the coloidal 
perception of the native. For a discussion 
of the development of the dvics curriculum 
under colonial rule; see Mayhew (1926). 

7 in a review of Star Warriors by W 3 Broad, 
Altbach (1986) says: “Broad’s sdentific 
warriors are your typical computer nerds 
found on any college campus. They are 
brilliant sdentists trained at the best schoolt 
in the country such as MIT and Cal Tech, 
but they have little sente of pditics and htlle 
education beyond physics, computer sdence 
and other technological areas. They live fat 
a self-contained universe of top-secret 
clearances, high level sdence and a feeling 
that somehow it is all a technologicBl game 
that can supply America with a techno¬ 
logical “fix” that can protect us from the 
Russians” The ‘Star Ikkrriors’ studied by 
Broad are the scientists who are actually 
involved in the Star Whrs programme. 

8 How this situation it idfled in the Textbook 
culture^ that dominates the Indian educa¬ 
tion system, see Kumar (1986b). 

9 The National Council of Educational 
Research and Daining (NCERT) was esta¬ 
blished in the early sixties. Many of its 
pedagogues were trained in the Uitited 
Sutes at the time when Bloom’s behavtouial 
objectives were extremely pi^ular there 
Bloom’s taxonomy of bduivioutal objec¬ 
tives is dedicated to Ralph lyier whose b^ 
on cunkuium development has been widely 
used as a textbook for students of pedagogy 
in both America and India. 

to For a study and discussion of the suitua- 
tion in which a tribal child is placed whan 
confronted by a lesson that denies or 
distorts his worldview, see Kumar (1983). 
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Do not hold back your 
true income/wealtn 

IF YOU bo NOT HEED NOW, YOU 
MAY HAVE TO REPENT 


The Income-tax Departihent has extended the 
Amnesty Scheme till 31,3.1987. 

If you havB tailed to disclose your full and true income or 
suppressed or undervalued your wealth for assessment year 
1986-87 or earlier years. 

you have the opportunity to turn over a new leaf and 
BEFORE YOU ARE CAUGHT IN THE NET 
vdluntarily disclose your income or wealth fully and truly .and 
pay tax promptly under section 146-A of the Income-tax Act 
and/or Section 1 SB of the Wealth-tax Act on the rates appiica-^ 

. ble to the years in which concealment was done whether the 
assessments for those years are completed or pending. THERE 
WILL BE NO PENALTY. NO PROSECUTION NOR ANY ROV¬ 
ING ENQUIRIES WHEN YOU 00 SO. 

However, the immunity will not extend to the penal consequen¬ 
ces of late filing of return for the assessment year 1986-87 

AVOID PENALTY, PROSECUTION, ROVING 
ENQUIRIES AND HUMILIATION 

Hurry up I Last Date l8 Slat Mar^ 1987. 

In case of difficulty contact the Commissioner of 
Income-tax or your ITO/PRO 

INCOME TAX DEPARTMENT 
DIreolorale of Inspection 
(Raamrch, Statistics < Public Relations) 

Niw Oeihi-110001 "sBiiaWfff^' 




Asian ^gration to United States 

Demand and Supply Factors 

Shahid Javed Ririd 


Subramaiiian Sivamy 

Studies on the migration of professionals to the United States have focused largely on the supply factors. This 
paper departs from this approach to assess whether the demand factors may not be the real determinants. 

The authors attempt to (I) estimate the flow of south Asian nationals entering the US labour market on a 
permanent basis from 1968 to 1981, and (2) Consider the major determinants of this immigration and the impact 
on both the US and south Asian economies. 


Introduction 

THE third world has long been Udd about 
the burden it is imposing upon itself by 
letting its population increase at an un¬ 
precedented rate. The argument made is a 
simple one; at the present rate of popula¬ 
tion growth, many countries of the third 
world will End their resources hopelessly 
overtaxed. Moreover, a continuing increase 
in population means that the fruits of 
development have to be distributed among 
a greater number of people. Even if the 
countries of the south can bring about a 
much Utrger increase in their Gross Domestic 
Product (GDP) than that projected for the 
industrial nations, a higher growth rate 
would not translate into higher rates of 
increase in incomes per head. With the 
population growth rate in the third world 
exceeding that in industrial countries by two 
per cent a year, GDP growth must be cor- 
respondingiy larger in the former in order 
to maintain the present difference in incomes 
per head between the nations of the north 
and of the south. 

The above scenario does not offer a com¬ 
forting picture; however, there is another 
somewhat brighter side to it. This has to do 
with the rapidly growing demographic im¬ 
balance between the north and the south and 
the advantages that such an imbalance may 
bestow on the south, lb grasp the signi- 
Ecance of this argument it may be useful to 
step back a bit into demographic history. 

It is difficult to speculate about the soci^, 
economic and political consequences of 
decliiung populations on modern societies. 
For the first time in human history, popula¬ 
tions are declining because of a i^uction 
in the fertility rate rather than an increase 
in the mortality rate. In the period upto the 
eighteenth century, whenever war or some 
form of pestilence reduced the size of the 
population, the basic demographic structure 
remained undisturbed. The young—those 
bdow the age of 25-K»minu^ to rquesent 
mote than bne-half pf the total population. 
Ibday, with life expectancy in developed 
countries at well over 70 years, population 
riructures have become tesically unstable 
with a Ugh proportion of the population 
above the agg of sixty. 

IhUe' l b^w compares the population 
itructurtt Of three countries with Uffetent 
demogra^CpIbfllet: OptmaiiK the United 


States and India. What lends instability to 
the population pyramids of developed 
countrim—particularly those of Europe— 
is the switch in the dep^ency ratios. In this 
respect, Germany and India ate at opposite 
ends of the demographic spectrum. In 
Germany, a small labour force supports a 
large non-working and aging population 
while in India a small labour force supports 
a large population still too young to work. 
In India, this burden will ease as the fertility 
rate declines. In Germany, however, a fur¬ 
ther decline in the birth rate will increase the 
burden. 

These trends pose an important dilemma 
for the industrial world, Is it possible for it 
to maintain economic vitality with a declin¬ 
ing workforce? Is it possible to support an 
economic structure that is becoming increas¬ 
ingly complex with a population that is 
losing the vigour of youth? If not, should 
the developed world correct its demographic 
profile by importing manpower? For the 
moment, Japan and Europe are essentially 
following a closed door policy with a highly 
restrictive approach towards immigration. 

The Unit^ States, on the other hand, 
either by accident or by design, is pursuing 
a policy which allows it to compensate for 
all manner of skill sfaoftMs. The data in 
Ihble 2 illustrate that the United States, in 
pursuit of this policy of compensation, is 
turning to the countries where the skills it 
requires are available in abundance. As the 
data in Ihble 2 show, the United Suites is 
adding about 0.2S per cent to iu population 
every year through legid immigration. And 
throu^ illegal immigration, the United 
States is perhaps increasing its population 
by another 0.30 per cent a year. Without im¬ 
migration, the US population grtrwth rate 
would have fallen to the levels now dviifpced 
in Europe, and the US demographic profile 
would be similar to those of the European 
countries (see Thble 2). 


1$ immigration contributing to economic 
growth in the United States? It is difficult 
to answer but possible to speculate about 
this question. The information available on 
the employment of the new immigrants sug¬ 
gests that the proportion that have found 
work in new industries (aerospace; elec¬ 
tronics, computers) and new services (soft¬ 
ware development, advanced health care) is 
much larger than the proportion of im¬ 
migrants in the total US population. Since 
the new industries and services corutitute the 
growth sector of the US economy it seems 
legitimate to conclude that without the 
scarce skills provided by the immigrants, the 
two sectors may not have grown as rapidly. 
This systematic pattern is in keeping with the 
history of immigration to the United States 

II 

Hintorical Overview 

Since the 17th century, America has 
attracted migrants from all over the world, 
including some of the most talented and 
energetic professionals, scholars and arti¬ 
sans.' Alexander Hamilton, an otherwise 
strong advocate of protectionism, believed 
that the United States could induce immigra¬ 
tion of professionals from Europe because 
of such factors as economic gain, political 
equality, and religious freedom. In his words, 
“manufacturers... would probably flock 
from Europe to the United States to pursue 
their own trades or professions, if they were 
once made sensible to the advantages 
they would enjoy and were inspired with 
an assurance of encouragement and em¬ 
ployment!’* 

The nature of the migrant population 
shifted during the late i9th century and early 
20th century when migrants were mostly un¬ 
skilled workers and peasants who came from 
eastern and southern Europe.* Between 
1907 and 1923, only 2.6 per cent of the 
6,903,000 immigrants to the United States 


TABtSltSrilUCnmEOFPOFULAnONINCOUNTIUESWTrHDnTEaEOT'OBMOOaAPHICFlIOnLBS, 1963 


AgeOraup 

Germany Per Cent 
Ibtal 
(million) 

USA 

Ibtal 

(million) 

PerCoit 

India 

Ibtal 

(million) 

Per (^t 

0-24 ym 

19.3 

31.8 

89.8 

37.8 

448.1 

38.6 

2440^ 

27A 

44.7 

109.1 

43.9 

269.4 

33^ 

Above 60 ywrt 

14.4 

23.3 

38.7 

16.3 

47.6 

6.2 

Ibtal 

61.3 

160J) 

237.6 

lOOJI 

763.1 

100.0 


SmtK ContpHedfiom the data My TVb.“)WJtldP»pulatiwi Projections" BaMmore; The Johns 
HopklM Press; 1963. 
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per cent were ickAusirial or igTicultumi; 
labourers. 

When it came to migrants from the non- 
European stock countries, howew, the 
UniM States placed restrictions on their 
inflow. The flrst exclusionary measure prac¬ 
tised by . the United States regarding non- 
European immigration was the Chinese 
Exehidon Act of 1882, followed by the 
'H^tlemen’s Agreement” with Japan under 
'Which the Japanese agreed to limit the 
nund>er of their emigration permits. In 1921, 
quantitative limitations on entry were 
placed: The National Origin QuoU System 
of the 1920s imposed immigration quotas 
and has as one of its goals the ethnic 
"Integrity” of the American population. 
These laws regulated immigration from the 
east but set no numerical limits on immigra¬ 
tion from the western hemisphere. In 19S2, 
the Immigration and Nationality Act sup¬ 
plemented previous policies by setting 
minimum quotas of 100 for each eastern 

Table 2: Mioration ihio the United States 

(Thousands) 


Country of Birth 

1985 

1984 

ktoiico 

61 

58 

Philippines 

48 

43 

Itoea 

35 

33 

Vieinaffi 

32 

37 

India 

26 

25 

China 

25 

23 

Dominican Republic 

24 

23 

Cuba 

20 

11 

Jamaica 

19 

20 

ban 

16 

14 

'Bdwan 

IS 

12 

Canriiodia 

14 

12 

United Kingdom 

13 

14 

Cdombia 

12 

11 


11 

11 

Sub-total 

371 

347 

Iblal 

570 

544 


Sounr. Computed ftora thcUS Department of 
imatury. Immigration and Naturali¬ 
sation Service^ "Immigration and 
Statistics, i98S» Whshington, DC. 
1985, see Appendix Ihbles 1-3. < 

Table 3: Countiues wmi the Laroest 
SiwrioNAinr Populations 

(MllOon) 


Country 

Present Stationary 
Population PtHNiietion 
(mid 1986) 

buna 

778 

1700 

China 

1054 

1600 

Nigeria 

104 

328 

PaUstan 

98 

390 

USSR 

280 

375 

IndOnnla 

162 

361 

Bawglailsih 

103 

310 

Bnail 

137 

293 

Ihdiad States 

240 

281 


44 

204. . 


Sourer. Computed ftom the tables in World 
Bank,, "BMd Development R^oit. 
19W. Qxfbid Unhatshy flats to-^ 
Wtrid Bank, 1988, Hear %rtL . . 


ininB^iml labour marltt pbliGi^..Wltl^' 
ea»h quota, preference was giuM to aldUed 
workm whose service and educaition would 
be useful to the naition.^ . 

In the late l9S0s, pressures mounted to 
rdax the strict inunigradoh laws and remove 
ethnic restrictions. Preeident Jolm F Koinedy 
proposed a new law which was passed and 
signed by president Johnson in 1965, and 
went into effect on October 1, i967. Under 
the new law. while some form of quott 
system remained, the justification for it 
shifted from national origins to skill quali¬ 
fications. Only the personal merit of each 
individual and his potential contribution to 
the United States would be considered under 
the law, although it retained the clause allow¬ 
ing immediate family members of US 
cirizens to immigrate regardless of their 
skills. As a result, potential unskilled im¬ 
migrants who did not have relatives in the 
United States were excluded from entry. The 
United States thus created a powerful "pull” 
for highly skilled immigrants, which was ac¬ 
centuated by the oipanding Remand for the 
professional and technical workforce in the 
US economy. 

Between 1957 and 1966, expenditure for 
research and development (R and D) in the 
United States increased from $ 7 billion to 
S 14 billion, an annual average increase of 
10 per cent. In the period between 1958 and 
1966, the munber of scientists and engineers 
in US industry increased by 47 per cent, 
from 2,43,800 to 3,58,900.’ Encouraged by 
the new law, high rates of pay and modern 
facilities, many professionals chose the 
United States as their homeland. Compoun¬ 
ding the rising demand for professionals in 
the economy was the falling supply of scien¬ 
tists, engineers and other professionals due 
to a decline in the US fotility rate. Therefore, 
the changes in US immigration laws which, 
in turn, facilitated south Aslan migration to 
the United States, were a natural adjustment 
to the above-mentioned demand and supply 
factors. 

The data used in this study are for the 
years 1969-82. Professional immigration 
during that period was governed by the 1965 
Immigration and Nationality Act which 
became folly operative on July 1.1968. This 
act was the single largest bhange in immigra¬ 
tion policy since the 1952 act: It imposed 
overall numerical limitations on immiirants 
from eastern and westepi hemisphere coun¬ 
tries. It also imposed a formal labour certi¬ 
fication process for the first time, although 
advanced degree holders were deemed to be 
in short sup^y mid thiA automatically cer¬ 
tified. This policy was changed in 1971 w^ 
individual tobour eertifleation was.reqdired; 
of most inunigrants, 

With respect to ndndmmignmts in the 
United Stttes, the 196^. Act prohibited 
western hemisphere foto^im from ad¬ 
justing tl^ status, white permitting eastern 
hemisplKitt foreivaers to do to. In 197iS, 
however, tto policy was ctonged fo aBow 
westertt^heroisphere foreignm to adjun 
fahttoUia The 1965 Act did pot chator ifoe 


'-.eottitiy'fortod! 

ibr an hniitiigraol Viiat idtliqiuli: 
togistation passed in. 1970 stated tiiat ody 
"J**; visa hitideta wto hiMi receivad. fintodal 
tot from the United Statesor lMmie.^govarh-. 
meht were prohibited foam adjusting their; 
status while in the United States. 

The Immigration and Nationally Act 
atablished two classes of immigiants.. 
(1) those who are subject to annual ttumetic^ 
limitations, and (2) iiOmediate reiatiyeS of. 
US dtizens who are not subject to such 
limitations. Professionals, tire immigrants of 
interest in this paper, muqi enter the United 
States either u immediate relatives or imder 
the preference system in which case they, are 
subject to numerical limitations. Under the 
preference system, professionals may enter 
either as relatives, as professionals, as 
refogees, or as non-preference immigrants. 

The preliminary models which we have 
applied as a first approximation have their 
t^is in human capitd theory. Simpty stated, 
that theory implies that an individual will 
emigrate if the net present value of benetits 
to that person is positive. Following this 
theory and the literature, the general migra¬ 
tion model states that the propensity to. 
migrate from one region to another is a func¬ 
tion of average wages, average education 
levels and cost of travel. This is the supply 
side of migration. The demand side of 
migration is a function of labour market 
conditions, which in turn depend on the US 
fertility rate and per-capita income. We pro¬ 
pose to integrate both demand and supply 
in an ex post model. 

Migration studies typically employ an 
economic model which assumes individuals 
will "invest” in a move if the expected 
benefits of migration exceed the costs. 
Sjaastad (1962) first promulgated this 
human capitid theory of migration, and the 
resulting model has been widely emplpyed 
in empirical studies of migration. Since the 
empirical migration literature has already 
been extensivdy surveyed by Krugman and 
Bhagwati (1976) and Greenwood (1975), the 
conclusions of that work are only briefly' 
summarised here. 

Migration literature Surveyed 

The empirical literature on internal and. 
international migration has typically found 
that propensity to migrate decreases with age; 
and with distance between points, of bfigin 
and destination, and increases with edti^a' 
tion. Distance is assumed to serve as a piYn^. 
for both the psychic foms of movement add. 

■ the availability of Infoimatfon, In ad^titiiw 
some studies have initiuqied a'yarii^.. 
repretoiting the stock of {Mor litigiimbl'to. ’ 
a proxy for biformatioihi the itiriiulaB,bf'e|^.. 
stock, while pretitivtdy asiochtted wia^ - 
propensity to migrate^ raduito the ifa^ 
tanre of dinanee on (nitoRiop; Fhwhy)^ 
mignticeikiidiet (ypietoyl^ jaeewif 
thei ‘ * ‘ ■ ■ .. 
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liiis beta wvertly 
tcttrkt^ by lack of data. Scott (19T0) kaa 
Kvicwfd thd literature and cites four major 
reastms for mifration of b^y-skilled 
labourers: (1) income differentials; (2) pro- 
fnnonal opportunities; (3) living conditions; 
and (4) working conditions. Snce Scott’s 
review, several other studies of International 
migr^on and the brain drain have been 
Compitted. Myers (1972) found the condi¬ 
tions of financial sponsorship to be the 
major explanation of variations in the pro¬ 
portion of foreign students who do not 
return home. Glaser (1973) surveyed 20,000 
Students and foreign-Wn professitmals who 
had migrated at one time Those questioned 
fell into three groups; (1) fon'ign students 
studying in develops countries; (2) profes¬ 
sionals who had received overseas training 
and then returned home; and (3) profes¬ 
sionals who had not returned home. The 
results of this analysis revealed that income, 
quality of employment, and opportunity for 
employment were invariably strong reasons 
for migration. Friends, family and patrio¬ 
tism were associated with return. 

Koa and Lee (1973) surveyed Ihiwanese 
students and professionals in the United 
States and found “income satisfaction in the 
United States’’ and “satisfaction with the 
American way of life’’ to be strongly related 
to the propensity to stay in the United States. 
Also, the longer Taiwanese stayed in the 
United States, the more likely they weie to 
rcindin 


' (1976),‘utilial4i a cross- 

wcliOli stu^ of migrants to the United 
Stutek, fotmd relative wages to be strongly 
idated to migration, while relative per capita 
income «id distance between countries were 
not. Lastly, Lucas (1976) estimated a supply- 
of-immigrants function fm the United States 
and found that the number of individuals 
seeking labour certification from the US 
department of labour is negatively related 
to per capita income in the home country 
and positively related to average wages in the 
Uniti»l States. 

In addition to research which attempts to 
estimate models of migration, there have 
been several studies of the impact changes 
in US immigration legislation have had on 
immigration, expecially on the brain drain. 
Bernard (1970) and Keely (1973) have 
analysed how the 1965 Immigration Act has 
changed the composition of immigrants in 
terms of skill level and coumry of origin. 
They found that immigrants from develop¬ 
ing countries became more skill-intensive 
than immigrants from industrialised coun¬ 
tries after 1965 

All of the above-mentioned studies, 
however, have not examined the demand side 
of migratory flows to the United States 
necessitated by declining US fertility rates. 
The adjustment resulting from this decline 
has been facilitated by the over-expansion 
of higher education m developing countries. 
Recent case studies of professional immigra¬ 
tion clearly identify developing nations as 
an important source of highly trained 


bumaapower to the industrial world, and 
particularly to the United States. In 1976, 
professional immigrants from the ctevelop- 
ing countries accounted for 2S.4 per cent of 
total professional immigrants to the United 
States. By 1973, this figure had risen to 77 J 
per cent, and is now nearly 80 per cent. 
Furthermore; 26 per cent of US immigrants 
are in professional and technical occupations 
compared with 16 per cent for the resident 
US labour force, and over half of these 
highly trained individuals are drawn from 
developing nations.* 

It is important to note that between 1933 
and 1979,75 per cent of all job creation in 
the US manufacturing sector can be at¬ 
tributed to growth in high-technology 
industries.^ Thus, the importance to the 
American economy of the following factors 
provides the basis for our model: (1) increased 
job opportunities m high technology fields; 

(2) developing nations as a source of pro¬ 
fessional workers to fuel job growth; and 

(3) the adjustment of the immigration flow 
to compensate for declining US fertility 
rates. 

IV 

The Model 

We shall use the following notations: 
M, » Migrants from South Asia to the 
United States in year t 
S, = South Asian students graduating 
in that region in year t 
Yy,= Per capita income of the United 
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Immioration to the us by Region of Buith: 1960-1981 

Region of Birth 

Year 

All Countries 
(’000) Per Cent 

Asia 

North/Central 

America 

Europe 

South 

America 

Africa 

Oceania 

Other 

Coumriet 




Per Cent* 




I960 

265.4 

100.0 

7.8 

32.1 

32.6 

4.9 

.9 

.4 

1.3 

1961 

271.3 

100.0 

6.8 

38.1 

47,1 

5.7 

.7 

.4 

1.2 

1962 

283 8 

too.o 

6.7 

42.7 

42.2 

6.2 

.7 

.4 

LI 

1963 

306 3 

100.0 

6.7 

42.4 

41.1 

7.3 

9 

.4 

1.1 

1964 

292.2 

100.0 

6.2 

38 7 

42.1 

10.6 

1.0 

.3 

1.0 

1965 

296 7 

1000 

3.8 

42.7 

38.3 

10.4 

1.1 

.5 

.9 

1966 

323.0 

100.0 

11.1 

39 4 

38.7 

8.0 

to 

6 

1.3 

1967 

362.0 

100.0 

14.8 

38.7 

38.3 

4.6 

1.2 

6 

1.6 

1968 

454 3 

100.0 

11.2 

50 2 

30.7 

48 

1.1 

.6 

1.4 

1969 

358.6 

100.0 

18.2 

36.9 

33.5 

6.7 

1.6 

.7 

2.4 

1970 

373 3 

100.0 

22.4 

34.6 

31.6 

5.9 

2.2 

9 

2.3 

1971 

370 5 

100.0 

24.9 

37.8 

26.1 

3.6 

1.8 

.8 

3.1 

1972 

384.7 

100.0 

28.1 

37.5 

23.4 

3.0 

1.7 

.9 

3.3 

1973 

4001 

100.0 

28.0 

38.2 

23.2 

3.1 

1.7 

.8 

3.1 

1974 

394.9 

100.0 

29.6 

38.4 

20.6 

5.7 

16 

.8 

3.5 

1975 

386.2 

100.0 

30.8 

38.0 

19.2 

6.0 

1.7 

.9 

3.3 

WtP 

398.6 

100.0 

33.3 

33.7 

18.2 

3.7 

1.9 

.9 

4.1 

1976 TQ 

103.7 

100.0 

32.8 

35.5 

17.3 

6.0 

2.2 

1.0 

4.9 

1977 

462J 

100.0 

30.0 

403 

13.1 

7.1 

2.2 

.9 

4.1 

1978 

eoM 

100.0 

38.6 

36.7 

12.2 

6.9 

1.9 

.7 

2.9 

1979 

460.3 

100,0 

37.1 

34.2 

13.2 

7.7 

2.8 

1.0 

4.0 

1980 

330.6^ 

100.0 

41.0 

31.1 

13.6 

7.5 

2.6 

.7 

3.3 

198f 

396.6 

loao 

40 9 - 

35.3 

11.2 

6.0 

2.3 

.7 

3.4 


Moms ; ■ In this table and subsequent tables not idl percentages add to 100.0 due to rounding. 

," * Ihmsitbo quarter (TQ) covers the 3-month peridd, July-S^ember 1976. 

SoufOf: op Asia-Pacific iRunigiatipn tb the United States, East-WeSt Population Center, Honolulu, Hawaii, 

&9i^ber ^-23. I9H 
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Sutes in year t 

X, » US share of international trade of 
south Asia in year t 

A, « Airfare between south Asia and US 
in year t 

D, « Research and development expen¬ 
diture in US in year i 

H, An index of US fertility rate in 
year t. 

We postulate: 

(1) M, = f (S,. Y„,, X,. A,. D,. H.) 

Alternatively, we can consider: 

(2) M, - f (M, ,, Y„,. X,, A,. D,. H,.) 
which is a lagged version of (1). 

Hie justification for (2) is that immigrants 
promote the migration of others by dis¬ 
seminating information about the ways to 
reach the United States, and also provide 
infrastructural facilities to potential im¬ 
migrants. Thus, the hypothesis is that migra¬ 
tion has a self-propelling component. 

We shall test the above models in their 
linear form specification using least squares 
techniques. The lagged version may require 
additional corrections for autocorrelation 
effects. 

The Results 

Stepwise regression was carried out of the 
above two models in linear form for twenty 
observations from 1961 to 1981. The best 
results in terms of R^ fit are achieved for 
the following two versions: 

(1)M, = 19,943 -1- 295.01 D, - 236.85H,; 

R^ = 0.89 

In this model, the coefficients of R and D 
and fertility variables are significant at the 
1 per cent level of the t-statistic, while the 
other coefRcients of airfare, graduating 
students, per capita income, and share in 
international trade are non-significant even 
at the 10 per cent level. 

The estimated equation shows that migra¬ 
tion of professionals from south Asia is 
closely related to two demand factors, 
R and O expenditures and fertility rates in 
the United States. The impact of research 
and development on migration is positive, 
while that of fertility rates is negative. This 
suggests clearly that the demand for profes¬ 
sionals in the US economy from south Asia 
is not only due to a demand from research 
establishments, but is an adjustment to US 
fertility. While annual changes in fertility 
cannot be held as a factor in the annu^ 
demand for professional immigration since 
laws permitting the entry of foreigners do 
not change annually, the use of labour cer¬ 
tification procedures and preference quotas 
are^ nevertheless, sensitive to the labour 
market. The nature of this sensitivity 
reflected in the yearly fluctuations of US im¬ 
migration is detail^ in Appendices A, B 
and C. 

Since the various preference quotas are 
used to increase the immigration flow, it 
is necessary to incorporate a prenty variable 
to reflect this asp^ in our model. In 


Appendix B 

AsiANlsiMioa/moNioTiiBUSmrCouHnnroFBiirH: 1960-lMI 


Country of Birth 

196041 

196644 

196349 

1970-74 

1975-79 

1980 

1981 

Asia 

2.121,466 

96,624 

222442 

512,791 

828437 

217466 

55431 

Vietnam 

239.929 

603 

2,564 

14461 

122487 

43483 

55431 

Philippines 

308407 

15,753 

57,363 

152,706 

196497 

4341< 

43,772 

Korea 

341423 

9421 

18469 

9344S 

155405 

32420 

32463 

China 

328,708 

20,578 

65,712 

81402 

107,70 

27431 

23403 

India 

229,883 

3,164 

18427 

67483 

96482 

22,607 

21422 

Laos 

38,371 

NA 

NA 

166 

8,430 

13,970 

15405 

Kampuchea 

21,175 

NA 

NA 

166 

3,459 

2..801 

12,749 

Iran 

67,977 

2,960 

3,935 

12401 

24,666 

10410 

11,105 

Pakistan 

41,580 

813 

2,704 

11428 

17482 

4465 

5488 

Thailand 

54,131 

703 

2,748 

18.740 

23,06 

4,115 

4,799 

Hong Kong 

77,611 

3,103 

19,088 

20.446 

27459 

3460 

4,055 

Japan 

100,892 

23,327 

20,649 

26,802 

21,993 

4425 

3.896 

Afghanistan 

3,930 

NA 

NA 

398 

929 

722 

1,881 

Burma 

10,932 

NA 

NA 

3,080 

5458 

1411 

1,083 

Malaysia 

5,606 

NA 

NA 

1,307 

2,471 

795 

1,033 

Indonesia 

24,121 

13,261 

2,541 

2,910 

3,426 

977 

1,006 

Bangladesh 

4,610 

NA 

NA 

301 

3,021 

532 

756 

Sri Lanka 

4,255 

NA 

NA 

1,320 

2,090 

397 

448 

Singapore 

2,824 

NA 

NA 

635 

M59 

322 

408 

Macau 

2,494 

NA 

NA 

595 

1,358 

261 

280 

Nepal 

700 

NA 

NA 

168 

351 

98 

83 

Brunei 

128 

NA 

NA 

NA 

84 

13 

31 

Bhutan 

66 

NA 

NA 

9 

36 

13 

8 

Maldives 

10 

NA 

NA 

1 

6 

2 

1 

Other Asia 

11,101 

2,838 

5,942 

2,321 

— 

— 

— 


Sourtx: Conference on Asta-Ihicific Immigration to the United States, East-West Population 
Centre, Honolulu, Hawaii, September 20-25, 1984. 


Appendix C 


Indian iMMiORAim sv MAjpa Occumtion Gbdup: 1960-1979 


year of 
Admission 

Immigrants Prof Ibch- 
with Occup nical 
Kindred 
Worker 

Managen, 

OfTidals 

and 

Proprietors 

Clerical and Craftsman, 
Kindred Foremen 
Workers and Kindred 
Workers 

Farm 

■Labourers 

and 

Foremen 

1960-64 

1,840 

(Niunbeni 
1439 74 

221 

42 

47 

1965-69 

10,<»2 

9,174 

252 

407 

202 

54 

1970 

5,830 

5,171 

149 

190 

117 

19 

1971 

8,338 

7.543 

145 

291 

124 

11 

1972 

9,171 

8,171 

226 

312 

108 

20 

1973 

5,941 

4,941 

275 

247 

143 

27 

1974 

6,312 

4,812 

376 

356 

222 

58 

1975 

8,010 

6,156 

481 

414 

290 

41 

1976 

8,640 

6,408 

645 

492 

296 

127 

1977 

8,384 

5,762 

868 

644 

272 

201 

1978 

8,139 

4,731 

1.U1 

742 

329 

389 

1979 

6,753 

3,685 

940 

613 

287 

469 

196044 

100.0 

(Per eentl 

67.3 4.0 

120 

2.3 

24 

1965-69 

100.0 

85.8 

2.4 

3.8 

1.9 

0.5 

1970 

100.0 

88.7 

16 

3.3 

20 

OJ 

1971 

100.0 

90.5 

1.7 

3.5 

1.5 

0.1 

1972 

100.0 

89.1 

25 

3A 

14 

04 

1973 

100.0 

834 

4.6 

44 

24 

04 

1974 

100.0 

764 

64 

54 

3.3 

0.9 

1975 

100.0 

76.9 

64 

34 

34 

0.5. 

1976 

1004 

744 

7.5 

3.7 

3.4f 

14 

1977 

100.0 

68.7 

10.4 

7.7 

34 

24 

1978 

100.0 

37.8 

13.7 

9.1 

44' 

4,8 

1979 

100.0 

54.6 

13.9 

9.1 

44 

6.9 


Sourer. Conference on Ada-FUdfic Immigration to the United States, East-Wsst Bapulntion 
Centra Honolulu, Hawaii, September 20-25. 1984. ' 
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Ot), the tanedlnunigniH munbcn 
«it uM u a piOQT for the pRfereooe quota*. 
After all, b b the relatives of the inuniipanta 
of tothor who become the iminigrents of 
tomorrow. 

Estimatinf equatioa 0) we get: 

(2) M, - 71I3.4S + 0.716ML , + 89.630, 

- 78.04H,}^ R* - 0.93 
In thb equatioB, the Intercept b statbtically 
Utfigiiiflmt, the coefficient of M,_, is 
strongly significant at the 1 per cent level, 
wMb that of research and development, and 
fertility are significant at the S per cent level. 
The valpe of rises to 0.93 compared to 
0,89 in equation (1). 

Again therefore, R and D and US fertility 
rates, even after allowing for other preference 
quota immigration, pl^ a significant role 
in determining the flow of immigration of 
south Asian professionals to the United 
States. 

V 

Conclusion* 

Studies on migration of professionals to 
the United Suites have focus^ largely on the 
supply factors. This paper departs from this 
traditional approach to assess whether the 
demand factors may not be the real deter¬ 
minant of the migratory flow of profes¬ 
sionals to the United Stafes. This assessment 
is particularly relevant because it is the 
changes in US laws in 196S and in later years 
which have made the flow of migrating pro- 
fessionab easier, especially from the develop¬ 
ing countries. 

The principal conclusion of this paper is 
that the flow of professional manpower 
from south Asia to the United States is not 
only influenced by the research facilities in 
the latter, but is actually an adjustment by 
the United States to the decline in fertility 
rates. The oversupply of professionals in 
south Asia has made it easier for the United 
States to adjust to its declining fertility levels; 
otherwise, the US economy would have had 
to pay a much higher price for the transfer 
of .this highly skilled category of labour. 

Demographic development of the past' 
fifty years coupled with the massive invest-' 
ment made in most Asian countries in social 
development has produced a situation from 
which these countries can obtain great 
benefit. The industrial countries can also 
derive benefits by making use of the pool 
of skilled hitmanpower in Asia and, thereby, 
mifntaining economic dynamism. The cost 
of not doing so will be high for both the 
industrial and Asian countries. Not letting; 
immigration balance the rapidly changing 
deinographic profile In Europe, Japan and 
tile Unit:^ States wfll mean economic and 
ttdinolegical stagnation; not letting emigra¬ 
tion work at a vidve for the Asian countries 
will cause social and poRtimil turmoil. 

If it is to the advantage of the industrial 
worb^ to use immigration to correct the 
tgaer^iig dtaiographic imbalance and thus 
imSnudnwoonontte dynamism, bit abo «t- 
vanuahout tb the third wotM to lose hi 




talented manpower through emtgiation? The 
question of brain drain hm been dialed for 
some time now but no clear answer has 
emerged. Given the population structure in 
the third world it seems that the export of 
skitled manpower is as benefleiai as the 
export of goods and services. 

One final word; If what has been said 
above b true, it does not imply that develop¬ 
ing countries should not work toward the 
reduction in fertility rates. This they must: 
the extimates of stable population presented 
in table 3 spell a grim future for many 
developing countries unless they are pre¬ 
pared to change their demographic profile. 
This has begun to happen in Asia but the 
change is long overdue in other parts of the 
developing world such as Africa. 

Notes 

1 See papers presented to the "Conference on 
Asia-Pacific Immigration to the United 
States", East-West Population Institute, 
September 20-25,1984, Honolulu, Hawaii. 

2 Alexander Hamilton, "The Report of 
Alexander Hamilton: Report on Manufac¬ 
tures”. ed J E Cooke; Harper and Row, 1964, 
New York, pp 131-32. 

3 Thomas L &rnarcl, 'Modem' Migration* et 
W Adams, “The Brain Drain”. 

4 See “Statistical Abstract of the United States 
1973, pp 91-94. 

5 Thomas L Bernard, “Migration and 
Economic Growth” Cambridge University 
Press, 1973, New York, p 21. 

6 The share of professional immigration from 
developing nations is derived from the data 
m Vinod Agarwal. “History of Labour Cer¬ 
tification Procedure under Immigration Laws 
of the United States”, Working Paper no 
82-85, Old Domion University, F^niary 
1982. 

7 Based upon employment in total manufac¬ 
turing and Stan^rd Industrial Classification 
(SIC) codes 28. 35. 36, 37. and 38. 
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DISCUSSION 



On Economic Crisis and the li?ansition 
from Capitalism 

Sureadn J PMel 


IN a review article of my paper ‘Economic 
CrUit and Traniition from Capitaliim* 
{PPW, March 29, 1986), Paresh Chatto- 
padhyay has raised several critical questions 
coming the transition from capitalism 
COn Economic Crisis and Ihuuition from 
Capitalism: A Marxian Approach’, EPW, 
September 6, 1986).' This note is a response 
to the three issues taken up by him: (1) cate¬ 
gorisation of ‘economic formation’ and of 
‘transitional economic formation'; (2) ticm- 
ment of ‘Socialism’ particulariy with 
reference to the USSR; and (3) approach to 
the question of ^economic crisis' in relation 
to what 1 had characterised as ‘socialist 
countries’. 

In my response, 1 am taking up Chatto- 
padhyay’s last point first, mainly for two 
reasons; first, because that point was not 
central to my main argument as it was sum¬ 
marised in only one sentence (on p S36 of 
£PH0 of my article; and second, because, 
disregarding for the present my comuderablc 
difference with him on the characterisation 
of ‘socialist’ countries, I have only marginal 
commons on Chattopadhyay’s presentation 
of the data on the post-war growth of th< 
socialist countries. The other two points are 
integrally into-related to each other, and 1 
will therefore take them up together later. 

I 


below tiiose in the market economies. It has 
reached Varisis’ proportions. It has robbed 
sodalist central planning of a good deal of 
its past glitter. It meriu a serious analysis 
and discussion. I feel therefore that my 
reference to it in just one sentence was cer¬ 
tainly casual, and Chattopadhyay’s contribu¬ 
tion helps correct that imbalance. 

I should perhaps add a clarification; in 
my one-sentence reference to this decline, I 
h^ described the casual connection as 
follows: “depending In part upon the degree 
of thdr external vulnerability and in part on 
the dynamics of their own jntemal develop¬ 
ment” {fiPW, 336). I did not give external 
developments a dominant status, lu Chatto- 
padhyay attributes to me by his using twice 
the word “mainly” (EPW, 1581, 1382) in 
place of my “in part”. 

(2) The charts (EPW, 1383) prepared by 
Chattopadhyay clearly bring out the pattern 
of fluctuations in two key parameters—net 
material product and investment—in the 
socialist economies. The fluctuations are 
much sharper for east European countries— 
particularly, Czechoslovakia, Hungary and 
Poland—than for USSR. 

The cyclical pattern of fluctuations in 
overall output, however, involved n^ative 
growth in mid-fifties for Poland and early 
sixties for Czechoslovakia. For all other 
years between 1931 to 1983 for these coun- 


tiwt sense, it was inehe tradition of HlUer- 
ding’s characterisation of history—this 
“greatest of all Marxists”, tppr^ngly 
quoted by Chattopadhyay. It was to assess 
the lessons of the past and thdr possible 
relevance to the future, to open a fhmfc 
discussion of the issues involved. 

The paper, however, did not intend to 
supply filial answers on any of issues con¬ 
cerning the causes and the course of transi¬ 
tion Cram capitalism. Nor was it meant to 
characterise with any definitiveness the for¬ 
mations that have emerged in the process. 

The degree of my caution and tentative¬ 
ness may be judged from the qualifications 
I introduced at every successive stage of the 
presentation. A few examples may be cited, 
even though they may over-burden the text; 
"What has been described above does not 
offer a My satisfactory basis for characteri¬ 
sing with precision the evdution of economic 
formations, the current situation and the 
distribution of countries under each of them 
at present” .. “Pending results of further 
empirical and theoretical work” . “country 
coverage... based on rather arbitrary 
assumptions”... “none of these three socid 
formations capture the full reality of the cur¬ 
rent economic scene and the class relations 
in the countries”... “The labels are intended 
simply to indicate the direction of the change 
rather than its achievement and are therefore 
placed in inverted commas”... “need for a 
detailed analysis”... “Even if the way the 
differentiation used in this paper opens up 
a debate on the precise borderlines of such 
a transition, it would have served its main 
purpose’ (EPW, 343-344). I am pleased that 
Chattopadhyay’s review paper has contri- 


Decelentioii of Economic Growth 
in Socialist Countries 

Chattopadhyay has put together con¬ 
siderable evidence from the works of Bauer, 
BndK and Qoldmann showing that (1) grewth 
rates in the socialist countries, (or what he 
calls “really (non) existing socialist socie¬ 
ties”) have signiticantly decelerated over 
time; and that (2) the time series on net 
material product and investment in these 
countries show a cyclical pattern, with the 
amplitude of fluctuations in one country— 
Hungary—‘grossly surpassing” that in con¬ 
temporary market economies (EPW, p 1382). 
I would like to offer two observations on the 
evidence he has marshalled. 

(1) A definite deceleration in growth rates 
in these countries has indeed taken plac^ 
deceleration from very high growth tok 
(significantly over 10 per cent) need not Ify 
itself uken u g sign of critis! After all, 
such high gronn rates, doubling output 
' nearly every sfwn years simply cannot be 
expected to continue indetinitdy. If con¬ 
tinued, they would raise overall output 128 
times in 50 years, and some 14,000 times in 
100 years. 

Tte decline in these growtii rates, howevei; 
has been rather serious—iRiaaiw instances 

I. 


tries and for the entire period for the other 
countries, the fluctuations in the growth did 
not push them to negati^ levels. 

An actual negative growth rate as in the 
trough of a cycle, was thus very rare occur¬ 
rence. Moreover, the periods of negative 
growth rates for the three countries, in¬ 
dicated above, seem to coincide with periods 
of serious political upheavals in these coun¬ 
tries. The charts by themselves are inade¬ 
quate to unravel whether economic declines 
precipitated political upheavals, or vice versa, 
or both were integrally ‘interconnected’. 

But here are certainly important elements. 
Their rclationships need a careful investiga¬ 
tion in order to determine their similarities 


buted towards opening up this much needed 
debate 

These qualifications were meant to in¬ 
dicate the degree of uncertainty in my own 
mind. On the other hand, they need not be 
read to imply more than 1 had intended. My 
doubts centred upon the precision of the 
specific conclusions reach^, not upon the 
significance of the process of transition 
itself. That is why the qualificatjons were all 
placed in the final sub-section—“World 
distribution of industrial output by social 
systems'—of the Section IV of my article, 
“Emergence of Post-Capitalist, Pre-Socialist 
and Socialist Economic Formations”. 

The qualifications were introduced at 


with and differences from cyclical fluctua¬ 
tions in the capitalist economies and their 
implications for the future development of 
socialist economies. 


Emeifience of Tinuisitional 
Economic Formations 


length for another important reason. I w 
fully aware that the questiohs I was 
with were explosive issues over wh 
controversies have raged over the' 
died years. Here are issues over whii 
moveftients have split imo hostile 
which in the name of Iqyidty to the 
of a given ideological position have engagetf 
in interminable conflicts among thenu^l^ 


I should perhaps underline that my paper more often inflicting great damage upon the 

was intended to raise questions which are fight against capitalism rather tlum advait- 


pertinent to an understanding of theimpHca- cing-the cause that exfh.party in the coo* 
tions of the process of economic and social flict fervmtly dspoused. Tire ertmfiri in 
development over the last 100-odd years, bi these debate hakbMi deadly. In t^dutt 
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niaed by these violent battles, the par¬ 
ticipants often scon to have lost sight of 
what the fighting was all about. While the 
fighting raged there was little time to assess 
hoM^ the world the pattidpants wanted to 
change had in reality changed. 

It was against this background that I had 
to choose the way in which to approach the 
central issues connected with the transition 
from cartalism. I tried-to refrain as far as 
possible from resort to quotations from the 
main participants in the debate. Such quota¬ 
tions are indeed central to writing a history 
of who said what at what time. But 1^ 
themselves they do not particularly help 
understand what actually happened in 
history, and not who said what would hap¬ 
pen under which circumstances. 

I also fdt that such quotations could often 
play a negative role—for instance, relying on 
pre- or post-Paris Commune Marx, or the 
earlier more humanist Marx, or later more 
mature Marx! What matters after all is that 
Marx himself did change some of his posi¬ 
tions in the light of his current reading of 
the changing reality. The central task now 
is to understend reality as it has emerged 
since Marx wrote on the subject. 

This is perhaps too long an introductory 
statement. Let me therefore come to the cen¬ 
tral differences betweoi Chattopadhyay and 
myself. Chattopadhyay’s central thesis is that 
there has not been any basic change in the 
economic formation we have come to know 
as capitalism. I on the other hand am sug¬ 
gesting that the transition from capitalism 
must have been going on as a result of the 
vast growth in the forces of production, the 
sharpening of the contradictions these forces 
created in the relations of production, and 
of the consequent changes in the superstruc¬ 
ture. in short, Chattopadhyay would seem 
to deny that any transitional forms have 
evolved from capitalism as described by 
Marx in the nineteenth century. Whereas 1 
suggest that they must have. I would even 
add that a study of this process and the 
forms which might have evolved in specific 
countries and situations is of central con¬ 
cern both for the theory and practice and 
for the strategy and tactics of social 
transformation. 

Chattopadhyay’s main arguments may be 
summarised more spedHcally under two 
headings; (1) My use of the term economic, 
formation was "class neutral”, widch did not 
take into account "the specific form of the 
ottiactitm of unpaid sundus labour from the 
Immediate producers” {EPIV, 1579). <2) In 
Older to characterise an economic formatkm 
as "poit-capiulitt” or "pre-sodalist” the ten 
steps qutiined by Marx and Engds in the 
"Communist Maitifnhf* have to ^ preceded 
by the indi^xmsabie preliminary ‘first 
step^iwmely, the prohdariat bn beei 
‘niaed to the position of the nlUng class’ 
lg.t))a ahaence of this coodition, the achiewe- 
tamd.sA ail otl^ sb^ he arguda,' would 
‘^l|antlie oapitaSiK'r^ont ofproduc 


don intact" ^PW, 1579). Even the reality 
of the sodalisit revolution in Russia and 
replacement of the dominance of private 
property in the means of production re¬ 
presents, according to him, only a "foiWal 
juridical change’’ stnd what has emerged 
there is "really (ncm-existlng) socialism" 
{EPW, 1580). 

The flrst may be discussed very briefly. 1 
have little to add in tlefence of my use of 
the term ’’economic I'ormation” except to 
underline that it was not "class neutral", as 
Chattopadhyay attributes to me Due 
enough, the word ‘class' was not used in that 
brief presentation; buit the very opening 
paragraph of my Section IV {EPW, 541) 
clearly defined my post don: emergence of 
transiticMial forms to be discussed in the con¬ 
text of “broad historical epochs and par¬ 
ticular economic and social structures”. 
After all, even Marx in his most briliiant and 
succinct presentation ot* historic evolution 
in the classic preface to* the "Critique oi 
Political Economy” did not mention the 
woid ‘class’. My treatment of the subject ot 
evolution of transitional forms was in the 
same tradition. 

The second point concerning the mecha¬ 
nics of transition and the evolution of tran¬ 
sitional formations is, I think, central to the 
entire discussion. 1 will therefore deal with 
it in some detail. But before that, a brief 
digression to clarify Marx’b approach to 
transitions in pre-capitalist sixriety is called 
for. 

Marx outlined the process, of historical 
evolution in the preface to his "A Contribu¬ 
tion to the Critique of Polidcal Economy”.^ 
In one of the most quoted paragraphs on 
the subject of historic^ evolution, he stated: 

' In the social production of their life men 
enter into deTinite relations that are indispen¬ 
sable and independent of their will, relations 
of production which correi^pomf to a definite 
stage of development of tMr material |»o- 
ductive forces. The sum total of these rela¬ 
tions constitutes the economic structure of 
society, the see/barfs on wAfcAerteer a legal 
and political superstructure (italics added). 
Here ore three roqjor inter-related forces at 
work in historical evolution: material pro¬ 
ductive forces, relations of production and 
the legal and the polidcal superstructure 
Mow do they evolve; and what are their inter- 
reladonships? The gnwth of material pro¬ 
ductive forces is generally taken to be con¬ 
tinuous. The relations of produedon are to 
correspond, indispensably and independently 
of the will of people; to the productive 
forem. And they consdtute the ‘real basis’ 
on which arises the legd and pditical 
superstructure. 

Marx’s discussion of how this corres¬ 
pondence between material forces of pro- 
diK^on and rdathms of production is 
achieved, and how the primary foctor In this 
chain-Tmaterlal pradiKtive forces—grows is 
condu^ at a very levet of generality. 

It is in highly abstract terms in the preface. 


The addldonal details in the "GrundrisseP’ 
to add mote specificity to the process of 
evolution, but they too concern themselvei 
with the broad process of historical change 
And even there; the problems of transitim 
from one historical ^Aiase to another are not, 
as Hobsbawm underlines, Marx’s ‘‘primary 
concern, except insofar as they thi^ lil^t 
on the long-term transformation".’ 

Moreover, Marx had in hit preface to the 
“Critiquef ’ already given his own chaiacteri- 
satiott of “epochs in the progress of the 
economic formation of Society’Mor exam¬ 
ple “AsUitie ancient, feudal and modem 
bourgeois”, ^t this was a brief oim sentence 
statement without any supporting and ex¬ 
planatory details. 

The "Grundrisse’’ takes up the question 
irith more specific details. The andem or the 
primitive society was divided into four basic 
types; oriental (Indian), Greco-Roman, 
C^rmanic and Slavonic It is difficult buleed 
to establish with clarity whether these four 
were basic types of primitive commiuial 
system as it evolved in the given four distinct 
geographical areas, or tb^ were alternative 
routes, steps or stages for the evolution from 
the primitive communal system.* 

The basic reasons for these differences, 
and for the process of their transition to 
feudalism could not thus be aitalysed in 
systematic detail. The knowledge odsting on 
the subject at that time was itiainly too in¬ 
sufficient for this. But the fact that at least 
three to four distinct ‘types’ were identified 
is signincam. There was obviously no one¬ 
way transition from the primitive communal 
systems to feudalism. 

There is even a greater difflculty with 
Marx’s views on the transition from feudalim 
to capitalism. As Hobsbawm putt it, Marx 
tells us very little about it in a systematic 
fashion.’ European feudalism often 
pean to be unique since it alone produced 
the medieval city. As far as the rest of the 
world is concerned, th«e is "nothing In 
Marx” which could be considered as hit 
“general law” explaining the tendency ol 
feudalism to evolve into capitaUsm. 

Engels contributed significantly to the 
analysis of the evolution of feudiditm. Its 
decline was related to the rise of crafts and 
trade, and the division and conflict between 
town and country. 

Did the evolution of capitalism as the 
dominant system in several European coun-' 
tries and the United Sutes in the nineteenth 
century take the same course in aU these 
diverse countries or involve several types (or 
routes or forms) of transition from fnidalto 
cannot be answered definitively ffom Marx’S 
writings. But it is difficult to believe that it 
proceeded on a one-way road, and did 
not—as did the earlier transition from an¬ 
cient property to feudalism-^invotve the ^>- 
pearance of several sub-forms and sUb-types 
of transitional formations, reflecting the 
very specific characteristics of the large 
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itumber of diverse countries where this pro* 
cess look place* 

We may now revert to the discussion of 
transition fitom capitalism. The central quea- 
tion is: would the transition from capitidlsm 
t 04 as in the past transitions from primitive 
communal system and feudalism, involve' 
sevml forms? 

One way to approach this question is to 
exsuDine what happened over the last 100 
years or so to the three main forces ktaidned 
by Marx in his mcflice to the “Critique*’, 
already cited above: for instuicc^ ma^al 
productive forcm, relations of production, 
and legal and political superstructure: We 
cut thra pose the question whether the ad* 
vanoee in the mate^ foicea of production 
were sufTidentiy large and uneven so as to 
bring about uneven and diverse corretpon* 
denoe between them and the relations of pro* 
duedon and the superstructure. Some of the 
central developmenu in each of these may 
be summarise here, taking the discussion 
hopehilly a bit beyond my presentation in 
the original article. 

(1) Material productive Forces 

The following may be identified as some 
of the most pertinent features in the devdop- 
ment of productive forces: 

(1) Since Marx’s writing of the "Critiqud’, 
overall gross national product of the in¬ 
dustrial countries has expanded by now 23 
to 30 times, and per capita output by some 
9 to 12 times. Since working hours during 
this period declined by around one-fourth, 
the rise in productivity, or output per work 
hour, would have risen 12 to 16 times. The 
expansion in industrial output and related 
activities was even more impressive—some 
100 times in the total output and over 40 
times in per work hour output. 

Oi) IW may compare this growth with the 
preceding 6,000*10,000 years of ‘history’. 
During this long period, the output per 
capita could not have increased more than 
2 to 3 times. Quite clearly, material produc¬ 
tive forces registered an unprecedented rise 
in the last 100 years. 

(iii) The expansion in the productive 
forces, embodied in physical technology 
(capit^ equipment, tools and instruments) 
and sodal technology (individual and col¬ 
lective skills) must have been even greater 
than in output in general. 

(a) Capital formation, for instance, rose 
firom 3 per cent of output to 20 per cent or 
higher. The volume of material productive 
forces embodied in capital goods mutt have 
thus risen at least a 100 fold since 1830s. 

(b) Still greater—and perhaps even more 
dedsive for our purposes—must have been 
the rise in social technology or human 
capital formation, as embodied in skills 
possessed by people. Besides individual 
skills, these must also cover collective and 
social skills. The volume of such human 
capital, although difTicult to estimate; must 


have expanded even mote man mat of 
physical equipment. Moreover, then is one 
distinctive featun of such social technology 
which may be pdnted out hen. The owner¬ 
ship of capital equipment, toob and in- 
strumenu U much more concentrated in the 
hands of (xivate capitalifits—a concentration 
which was to increase with the spread of the 
joint stock company; later transformed into 
transnational corporationi. In contrast, the 
ownership of social technology, embodied 
in individuals, was relatively mudi rhore 
widely diffused among the various classes 
of the population. 

(iv) One more feature of the immense 
growth of productive forces merits attention 
here. Medieval cities, eating into the vitals 
of the feudal system, were small entities in 
relation to the total popolatiaa. But by 1831, 
the population in tofwns was to exceed that 
in the countryside in Gnat Britain, followed 
23 to 30 years later hy similar developments 
in the United States, France and Germany, 
and still later in other countries. By the end 
of the Second World War, they were to 
become the dominant centres of economic 
activities. In comparuon with factories in 
the mid-nineteenth century Great Britain, 
which brought workers at one place; the new 
cities were to become “White collar fac¬ 
tories” with immense economic, social and 
political significance. 

This structural transformation was to be 
reflected in the rise of the service sector, now 
accounting for over one-half of all national 
output. The governments and various types 
of public and semi-public bodies became the 
largest white cqllar factories. Together with 
enterprises in transport, communication, 
trade, distribution, education, health and 
other activities, they began to employ nearly 
one half of the workforce. This new work¬ 
force was beginning to acquire several 
features which did not correspond fully with 
those of the workers in traditional factories. 
These enterprises on their part had an im¬ 
pact on the system of the generation, the ac¬ 
quisition and use of the surplus created in 
this new system of production. 

(v) Despite the very small rise in produc¬ 
tive forces, the 6,000-10,000 years of pre- 
capitalist historical evolution of productive 
forces was accompanied the successive emer¬ 
gence of 3 epochal economic formations— 
Asiatic, ancient-and the feudal—and several 
transitional forms interconnecting the three 
etiochs. And, these changes took place in 
that long long period when human setde- 
mant was widely spread over vast continen- 
^ spaces permitting only marginal com¬ 
munications among peoides. In oomparistm, 
die short span of the last 100 years com¬ 
pressed a 20 to 30 times greater rise in the 
produetive forces than in the preceding 
6/100-10,000 years. And that rise was qiread 
unevenly among countries. Moreover, the 
communications among people had become 
increasing much more Sequent and 


intensive. 

(vi) Vfould it then not be teaionabia to 
pea evoi epriori that sudi vast development 
of material forces of produedon would, as 
in tile past, also set in motion processes 
which would create first immense contradic¬ 
tions between the forces of production and 
the relations of production, and work to¬ 
wards bringing about sevmal forms of cor¬ 
respondence between the two? Can one 
reasonably imagine that the spectacular re- 
centcxpansionoftheniaterialfoiGesofims- 
duction merely gmerated contradictkDns, but 
did not bring about any rignifleant changes 
in the very relations of {Auction, which 
are supposed to correspond to a definite 
stage of development of the material pro- 
duaive forces? lb these questions w« may 
now turn our attention. 

(2) Relations of Proiaiction 

The mechanism which brings about the 
correspondence between material forces of 
production and the relations of production 
is described by Marx only in terms of its 
elemental details. Its main points are: the 
development of the former brings it into 
conflict with the latter, which then begins 
to act as faters upon the former; and the 
contradictions and conflias they generate 
or class struggles for short, create forces 
which bring about a new correspondence 
between the two. 

We may review here some of main land¬ 
marks in the evolution of these contradic¬ 
tions and conflicts. It could help considera¬ 
tion of their possible impact on setting in 
motion the processes of bringing about new 
correspondence, or correspbndences, bet¬ 
ween the forces and relations of produaion. 

(i) The evolution of capitalism has been 
marked by four long economic cycles (Ifon- 
dratievs), over 20 medium-term cycles 
(Jugiars) and some 60 to 63 short-term reces¬ 
sions (Kitchens). Among them, the Long 
Depression (1872-1896) and the Great Dep¬ 
ression (from 1929 onward) were crises of 
paramount significance. In addition, 
evolution was punctuated by two worid wui, 
several wars among the riwti powers, a dvil 
war in the United States and wars tor colo¬ 
nial domination, and later of Ubention. Tte 
sheer magnitude of the contradictions and 
conflias these events tefleaed need not be 
underestimated from the bland listing 
presented here without any adjectiv^ 

(ii) Wus of liberation and revolutions: 
These vast ujtiieavals had their counterpam 
in popular resistance of several shades. It in¬ 
volved growth of popular idovements Center- 
ing upon the otgudsation of trade mdons, 
and social demoergtic; sodalist and coiB- 
munist parties. The sharpening contmti^ 
dons generated unprecedmted strugglei ^ 
an forms, ranging Bom strikes to political 
action, and reaching u intensive fonna pa 
revolutions and national llbethtion move¬ 
ments all over the worM. ' 
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These struggles had as their aims a signi- 
ficaiit change in the c^talist relations of 
production. Several of them of course were 
‘failures’, so to say. But many of them did 
succeed. Is it conceivable that these vast 
social upheavals—the failed as well as the 
successful ones—exercised no influence on 
the 19th century pattern of capiulist rela¬ 
tions of production? The question is ob¬ 
viously rhetoric, for it contains its own 
answer. 

(iii) It was precisely in the process of these 
popular struggles, modest at well as pro¬ 
found and decisive ones, that we see the hill 
or the partial realisation of the 10 measures, 
the equivalents of the Biblical ten command¬ 
ments, which the Manifesto characterised as 
“the most radical rupture with traditional 
ideas”, and which I had quoted in hill ilEPW, 
542). 

Chattopadhyay, I like to think, has under¬ 
played the signihcance of the reahsatioa— 
full or partial—of these ten measures. Unless 
“the indispemable preliminary ‘first step’— 

.. .preceding the ‘ten stepst—has suocesshiUy 
been traversed—nunely, the proletariat has 
been ‘raised to the position of the ruling 
class—which of course is palpably untrue^’ 
(EPW, 1579, his italics), implementation of 
the ten measures, he argues, was of marginal 
significance. '' 

I am disturbed by this curt dismissal of 
the basic significance of these 10 measures, 
which to repeat were.regarded as “the most 
radical rupture with traditional ideas” (used 
in plural by Marx). This for two reasons: 
first, Chattopadhyay has omitted an impor¬ 
tant part from what he has quoted as the 
indispensable preliminary first step—pre¬ 
ceding the “ten steps’—‘as given precisely in 
the Communist Manifesto”. The full quota¬ 
tion is as follows: 

We have seen above; that the first step in the 

revolution by the working class, is to raise 

the proletariat to the position of the ruling 

class, to win the battle for democracy (my 

italics). 

The last phrase, which 1 had deliberately 
italicised precisely because it “is so rarely 
remember^ nowadays” (EPW, 542), was 
omitted by Chattopadhyay—I imagine not 
deliberately-when he advanced raising “the 
proletariat to the position of the ruling 
class” as the indispensable first step pre¬ 
ceding the ten steps, and asserted that: “In 
the absence of this condition [only partially 
quoted—SJPl the achievement of all tlw 
other steps mentioned by Patel (by the 
“Manifesto” would be the correct state¬ 
ment—SIP] would still leave the capitalist 
relations of prodtkt intact in these economic 
formaticms” (E/W. 1579). 

: IwouM not like to enter into long ^an¬ 
tic discussions on interpretation of earlier 
texu'. But the oinisdoti 1^ Chattopadhyay 
of oneof the two pre-conditions (proleteriat 
:» ttie nitfng.cla^ winning the batUe for 
riebaiindcy appearittg.i^^fiGimiiy with¬ 
out an ‘^d*’ lA betwam in the “Manilbtto”) 


is of critical substance. It underplays the 
significance attached in the “Manifesto” to 
winning the battle for democracy, and 
thereby to the achievement of the ten mea¬ 
sures in countries where only one of the two 
pre-conditions may have been fulfilled. 1 was 
emphasising precisely the situation where 
only one of them was realised—in fuil or in 
part-and thereby through the attainment 
of the ten measures had opened the way for 
the evolution of transitiorud formations. 

The central thrust of my presaitation was 
that in some coun-ries, where socialist 
revolutions had succeeded, both the pre¬ 
conditions were more or less (considering the 
current debates on the state of ‘democracy’ 
in socialist countries) fulfllled: in several 
others, only one was more or less fulfllled; 
in several others, where national wars of 
liberations were successful, a degree of 
movemern had taken place in Achieving’ the 
ten measures and in fulfilling very partially 
one of the two conditions. In short, the 
evolution presented a spectrum of changes 
in social relations with many shades of 
colours rather than a mono-colour situation. 
That is what transition is after all about. 

(iv) There were significant changes in the 
role of governments—certainly in the socia¬ 
list countries, but also in several capitalist 
industrial countries and the third world. The 
governments’ new role embraced not only 
redireaing income flows, but also participa¬ 
ting actively in the ownership and formation 
of capital (both physical and particularly 
social), and thereby modifying to varying ex¬ 
tent the generation of the surplus, as well 
as its accumulation and use. The enhanced 
role of governments in expenditure flows— 
from one-third to one-half—also seriously 
affected the exclusive monopoly of the 
capitalists in the use of the surplus already 
generated. 

(v) These developments altered signifi¬ 
cantly the three-level process of the genera¬ 
tion of the surplus, its appropriation and its 
use in the capitalist countries. The shares of 
incomes from property on the one hand and 
from work on the other came to be stabilised 
over time in many countries. The generation 
of surplus was affected by two factors: (i) 
the direct participation of governments in 
the iriiysical and social capital formation, 
and (ii) wage negotiations and other forms 
of mass actions limiting the size 6f the 
surplus appropriated by the capitalists, 
which was further reduced by the relative rise 
in the share of real wages and salaries on 
the one hand, and by progressive taxation 
on the other. And finally, the growing 
resources at the disposal of the state and its 
vastly expanded r^ulatory functions, par¬ 
ticularly after the 1929 Ctaat Pepression. 
contributed towards restricting the capita¬ 
lists’ ability to use their accumulated surplus 
at will. These indeed were the. breeding 
grounds of transitional formations. 

(vi) The position in the countries where 
succmful socialist revolutioos had taken 


{dace represented the other atreme. They led 
to the establishment of socialist states, of 
varying shades, but all of them decisively 
altering the 10,000 year long tradition of 
private ownership of means of production 
and private generation, appropriation and 
use of the surplus. The changes brought 
about in property relations for nearly one- 
third of mankind residing in these countries 
were a watershed in human history. It is dif¬ 
ficult for me to subscribe to under-rating the 
historic significance of these changes by 
quotations ftom Marx on ‘tellective |>roperty 
of capitalists" and “juridical fetishism" as 
Chattopadhyay has attempted (EPW. 
1580-1581). 

(vii) This is pernaps the place where to 
tal« up the im()licatiOtt, pointed out by 
Chattopadhyay of “the possibility—if not 
the indebtability—of eliminating capitalism 
in a non-revolutionary way” (EPW, 1580). 
In the countries which I had classified as 
intermediate economic formations, several 
imimrtant changes appear to have taken 
place. These include: 

(a) at least one of the two ‘pre-conditions’, 
described above, has at least in part been 
fulfilled; 

(b) most of the “ten measures” have been 
introduced in varying degrees; 

(c) the vast struggles of the people have 
brought about step by step and over a 
period considerable degree of social 
compromises whereby the conditions of 
the generation, accumulation and use of 
the surplus have been modified; 

(d) the legal and the social conditions under 
which these struggles have been waged 
have altered the superstructure in favour 
of the disadvantaged social classes and 
their political supirarters; 

(e) the decline in the possibility of war 
among competing capitalist states and 
a somewhat more orderly management 
of the economy have seriously reduced 
the possibility of a complete economic, 
political and social breakdown, or crisis, 
which would have served as the essen¬ 
tial condition for a revolutionary 
change; 

(0 cumulative process of reforms, resulting 
from protracted mass struggles, have 
created economic, social and political 
conditions under which a revolutionary 
upheaval has lost the possibility both of 
its occurring and of its being acceptjcd 
as an unavoidable objective by an over¬ 
whelming majority of the {leople, in¬ 
cluding the working class; 

(g) moreover, most of these countries have, 
through cumulative social compromises, 
created conditions for management of 
the economy in such a fashion as to en¬ 
sure a 2 |>er cent annual growth of per 
capita income, admittedly with reces¬ 
sions but, without a major cmnplete 
breakdown in the form of an unprece¬ 
dented economic crisis. 

These changes are of far-reaching 
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signiricance—changes \«hich have seriously 
undermined the advocacy of the objective 
of a revolution as the only possibility of 
changing fundamentally the relations of pro¬ 
duction. In consequence, revolution in these 
intermediate countries has faded as a cen¬ 
tral objective; and its persistent advocates 
have become marginalised as a social force. 

(viii) A neglect of these changes has, I 
fear, M to a perverse consequence. Despite 
all the upheavals, including revolutions of 
the last 100 years, capitalists emerge as wise 
managers, who with great foresight and 
competence, managed to contain the inten¬ 
sifying social conflicts within the forms they 
wanted. And in contrast, the workers, the 
dispossessed and all their supporters of 
various shades emerge as grossly handicap¬ 
ped, incompetent and uninfluential over the 
course of history. The dogmatism of the ex¬ 
treme left thus short-changes the immense' 
strides that have been made in the past. 

(3) LtOAl. AND POt.mC AL 
SllP^R.STRUCTURE 

(i) My central thesis concerned “transition 
from capitalism”, though 1 admit to a less 
careful wording in my article which could 
create the impression of my discussing also 
the transition to socialism. I was also pro¬ 
bably hasty in filling in the names of coun¬ 
tries in the three broad formations 1 had 
distinguished: capitalism, intermediate and 
socialism. In reality, the transition process 
displayed a wide spectrum with many shades 
in it: pre-capitalist, proto-capitalist, 
authoritarian capitalist, non-authoriurian 
capitalist, post-capitalist, intermediate, 
proto-socialist, pre-socialist and socialist 
varieties of various shades. 

(ii) If there is objection to my three stage 
classification, I would have no difficulty in 
a simple portrayai of the transition from 
capitalism as taking place in the following 
sequence: C,, Cj, Cj, C^... C^, where C,, 
represents initial phase of capitalism followed 
by several successive phases; and there; as 
a minimum, C,, or C„or C „_2 may be 
taken as economic formations vastly dif¬ 
ferent from C,, Cj, or C,, and perhaps not 
far off from various varieties of socialism. 

To summarise, I was trying to understand 
the world reality as it has moved during the 
last 200 years of its most accelerated and in¬ 
tensive phase. I suggested several reasons 
which could have been responsible for giving 
rise to transitional forms. Chattopadhyay on 
the other hand argues that world capitalism 
remained unchanged throughout the past 
upheavals, and all changes in it were mere 
'juridical fetishism’. 


Notea 

I In later references to both these articles, the 
numbers in brackets refer to relevant pages 


of both the issues of the EPIV. 

2 Karl Marx, “A Contribution to the Critique 
of Political Economy” (1839). 

3 E Hobsbawm, Introduction to Karl Marx, 
“Pre-Capitalist Economic Formations” 
(London, 1964). 

4 Hobsbawm (1964) in his introduction used 
flve different phases at five different points 
in his discussion of Marx’s characterisation 
of the solution: “The division into four, basic 
types” (p 23); “broadly speaking, there are 
now three or four alternative routes out of 
the primitive communal system, each repre¬ 
senting a form of the social division of 
labour already existing or implicit within it” 
(p 32); while “these Cerent forms... are 
clearly alternative forms of the break up of 
communal society, they are apparently 
presented —in the preface to the “Critique of 
Political Economy”, though not specifically 
in the “Formen’~as successive historicai 
stages" (p 36): “steps in the evolution of 
private property... four analytical, though 
not chronological, stages in this evolution” 
(p 37) (all italics added). 

3 For a detailed discussion of the limitations 
and gaps, see Hobsbawm (1964), op cit, 
pp 44 ff. 

6 FOr a lively discussion on the subjea, see Paul 
M Sweezy and others, “The Dansition from 
Feudalism to Capitalism: A Symposium” 
(People’s Book House, Ritna, 1937). The 


discussion brings out differing views on the 
transition: What was thfc prime mover for the 
transition of why did feudalism face crisis 
and ultimate collapse? Why was feudalism 
succeeded by capitalism? Was there THE 
bourgeois revolution in England, or "» whole 
series of minor struggles and partial shifts” 
of class power (Dobb: foreword)? Did Ibdor 
and Stuart England represent “in its state- 
form, as in its economic system... some¬ 
thing intermediate in type between feudalism 
and capitalism”? (Sweezy); What economic 
system prevailed between the fourteenth 
century, when feudalism began to disinte¬ 
grate and the second half of the sixteenth 
century, when the earliest beginning of 
capitalism is dated (Sweezy, p 12)7... “tran¬ 
sitional forms... pre-capiuilist commodity 
production... [wherein] the predominant 
elements were neither feudal nor capitalist” 
(Sweezy’s italics, pp 14-13); “the transition... 
made up of two quite distinct phases” (p IS); 
Marx speaking of the transition taking “two 
roads” (p 18); Way No 1 and Way No II for 
the transition (Takahashi, 30-33); in this tran¬ 
sition, “there was not one ruling class but 
ses'eral" (Sweezy, p 64); and Sweezy citing 
approvingly the well-known passage from 
Engels: “At certain periods it occurs excep¬ 
tionally that the struggling classes balance 
each other so nearly that the public power 
gains a certain degree of independence by 
posing as the mediator between them" 
(“Origin of the Family . ”, Chicago, 1902; 
p 209). 
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The business that is Hindustan Lever is 
today over a hundred years old. 
Consumer products have made the 
Company’s name a household word. It is 
now moving in a new direction: from the 
consumer’s home to the core sector of 
India’s economy 

Directions for growth: 

Today's emphasis is clearly on the high- 
tech areas of national priority. Over 60 
per cent of Hindustan Lever’s investment 
in fixed assets represents core sector 
business including industrial and 
agricultural chemicals. 

Using science with sensitivity; 

The Company’s R & D Centre has built 
over a quarter century of invaluable 
know-how attuned to the country’s 
needs. Its achievements include 
technology for use of unconventional oils 
in the manufacture of triglycerides to 
replace imports: a chemical that 
enhances photosynthelic efficiency of 
food crop plants: detergent actives from 
renewable sources: and processes for 
upgrading sal for a higher value-added 
product. The Centre is now engaged in 
research into plant genetics and 
immunology, both regarded as frontier 
areas in the field of biotechnology. 

Products mtads in India for tha worM: 

Hindustan Lever earned for the country 
Rs. 84 crore in foreign exchange in 
1985. Its exports to over 40 countries 
around the world in the last five years 
alone amounted to Rs. 360 crore. 

A CoRipsny of poopts: 

Hindustan Lever is a Company of people 
committed to professional excellence- 
people who have rilade tomorrow begin 
today. 


Hindustan Lever Limited 
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Show of Strength 

FIVU people were killed when the police opened fire on a 10,000-strong farmers 
morcha at Ciandhinagar in (nijarai last week. Earlier this month in 
Mu//afarnagai district Of western UP three people were killed and 75 injured 
in police firing and violence in the course of a farmers agitation. In both the 
states farmers have been agitating in support of several demands, including 
reduction of power tariffs and assured power supply as well as higher prices 
for agricultural produce. While the dynamic of mobilisation may have been 
different in the two states, the agitations have been of a piece. A combination 
of factors have made for the emergence of a powerful farmers lobby which 
sooner or later was bound to make its presence felt, not through political 
affiliations and support but independently. In recent months, the drought and 
scarcity in many parts of the country on the one hand and a certain fluidity 
in the political climate in which realignments have been taking place on the 
other have made it possible for the kisans to assert their strength and crystallise 
their demands. 

In both states the agitations have been marked by violence. In Gujarat there 
was heavy stone-throwing, pitched battles with the police and burning of buses. 
Former chief minister Madhavsinh Solanki was badly beaten up and the veteran 
Congress leader Jinabhai Darji’s car set on fire. In UP when a 2S,000-strong 
motcha of farmers was prevented from marching to the electric sub-station, 
the mob reportedly set the station on fire. In both states the mobilisation has 
been in terms of tens of thousands with the use of hundreds of tractors and 
trolleys to set up road blocks, etc. 

In Gujarat the farmers have mobilised under the banner of the Bharatiya 
Kisan Sangh. The movement has found its largest suppoit base among the 
intermediate castes and in the Sabarkaniha, Mchsana, Gandhinagar and Kaira 
districts which have been in the grip of severe drought for successive year' 
with the situation certain to deteriorate in the summer months. For some time 
now large rallies have been held in these areas, one of which was addressed 
by the Maharashtra farmers leader, Sharad Joshi. With the agitation receiving 
massive support all over the state, a call for a gherao of the assembly was given. 
It was in connection with the gherao that violence broke out and the police 
opened fire. What is interesting is that this massive mobilisation has come soon 
after the district level elections in which the Congrcss(l) registered a victory 
in most areas. 

Quite predictably, the BJP and the Janata in a bid to recover lost ground 
in rural Gujarat have been keen on supporting the kisan demands. This 
situation of political fluidity, where both the Congressfl) and the opposition 
parties are seeking to rcidentify theii respective support bases, has been used 
to advantage by the kisan movement which has deliberately kept at a distance 
from all political parties. It has endeavoured and succeeded in registering its 
presence not only against the ruling party in the stale but against a section 
of the ruling class which has so far commandeered much ot the gains accruing 
from its political and economic dominance. It is this cleavage within the rul¬ 
ing class, evident for some time now, which is becoming sharper. The events 
in UP arc yet another indication that the farmers lobby has decided to flex 
its mu$cle.s. 

It is significant that even in UP the Lok Dal, a wdl-csiablished farmer- 
oriented party, should also have been spumed by the agitation The farmers 
have choosen to remain aloof from the bitter power struggle within the par¬ 
ty. There is little evidence that this is merely a ploy to maximise gains—the 
farmers’ leader, Mahendra Singh, a ‘choudhuiy’ of 84 villages (who is now 
being made out to be a puppet in the hands of a mysterious ‘shadowy’ leader), 
has adamantly refused to meet the Lok Dal chief Ajit Singh and is reportedly 
ensconced in a heavily guarded village where nothing happens without his 
‘hukamnama’. Whatever the real nature of the leadership, the mobilisation of 
such massive numbers would not have been possible without a crystallisation 
of common demands of this section of farmers. This careful distancing 
from political parties can only be read as an indication of their self- 
confidence stemming from the considerable political clout that the kisans have 
gained in the last decade as a distinct socio-political layer within the ruling 
class. 


Politics 

Dispensing with Constitutional 
Norms 


THE entire rumpus over the president-prime 
minister correspondence reeks of the cynicism 
of a decaying political system. Gone are the 
days when the Indian state could rub down 
the differences between a Nehru and a 
Rajendra Prasad over the Hindu Code Bill 
with the trappings and legal rhetoric of 
parliamentary democracy. The sheer com¬ 
pulsions of expediency and opportunism of 
the contestants in today's political disputes 
among the ruling powers compel them to 
shed whatever little remains of the veneer of 
con.stitutioral sophistication and indulge in 
double-faced behaviour. 

In his brash drive to consolidate his 
precarious position—both inside the party 
and in the country—the prime minister is 
dispensing with the traditional norms of 
running a government. He bypasses veteran 
party leaders, or treats .senior bureaucrats 
like a pack of shuffling cards, or throws to 
the winds the past formal obligations of con¬ 
sulting the president. In the prevailing fluid 
situation where a new set of norms and 
codes of behaviour in politics is yet to be 
institutionalised, the present tussle between 
the prime minister and the president reflects 
the chaos through which the Indian ruling 
cias..es are moving to legitimise the modes 
of behaviour which are necessary to accom¬ 
modate the political interests of the various 
factions within the ruling elite. 

Having been a dyed-in-the-wool poli¬ 
tician—and involved in Punjab politics at 
that—Giani Zail Singh must have been 
squirming in his picsent position which does 
not allow him to come out with what he feels 
at the gut level. His reluctance to give assent 
to the Indian Postal (Amendment) Bill was 
perhaps an indirect expression of his present 
mood, although he himself at one time, 
judging by reports in a Delhi newspaper, ap¬ 
proved of the measures which are being 
sought to be implemented through the bill. 
Thus, in the cynical rules of the political 
game, it is not the intrinsic values of a 
legislation which matter for a politician, but 
it is the po.ssibilities of turning it into an 
arm-twisting tool in a particular situation 
which becomes important. 

Since Zail Singh's term is ending in July, 
Rajiv Gandhi might allow things to drift till 
then after which he could decide to replace 
him with a more obliging president. Zail 
Singh will n'o doubt do his best to thwart 
these designs. The opposition parties have 
already turned him into something of a hero. 
Sections within the Congres$(I) who are 
disgruntled with Rajiv Gandhi’s mode of 
functioning might also choose to throw their 
weight behind Zail Singh, in order to cut the 
prime minister to size. Like-the Congress 
veterans in 1977 who after having supported 
the Emergency to the hilt, suddenly over¬ 
night turned against Indira Gandhi, the pre¬ 
sent generation of Congress(l) Icuders are 
quite capable of similar somci vaults. They 


are merely waiting for signs that the ship is 
indeed sinking. Thus it is widely expected 
that the president will make his next move’, 
after it is known how the Congress(I). has 
fared in the state assembly elections. 

Servility and self-interest walk hand in. 
hand in our political scene making nonsense 
of constitutional proprieties. In such an en¬ 
vironment it is only to be expected that the 
speaker of the Lok Sabha would allow a 
ruling party MP, K K Tiwari, to make 
serious allegations against the president in 
parliament in April last and not allow the 
opposition a year later to raise questions 
involving the prime minister’s dispute with 
the president, on the plea that the president’s 
name could not be ‘dragged’ into parliamen¬ 
tary debates. Double standards in Indian 
politics can be made to sound legitimate by 
seeking sanctions from our erstwhile col¬ 
onial rulers. It is only in the Htness of things 
therefore that the chairman of the Rajya 
Sd'aha should punctuate his statement refus¬ 
ing permission to the opposition parties to 
raise the subject to the relations between the 
president and the prime minister with 
copious references to British parliamentary 
proceedings and precedents involving rela¬ 
tions between the British prime minister and 
the queen. Slogans of self-reliance and 
patriotism can happily coexist with efforts 
to ape the antics of British politicians and 
their monarch. 


Monetary Control 


CRR va SLR 


THE Reserve Bank recently decided to put 
up the Cash Reserve Ratio (CRR) applicable 
to scheduled commercial banks by 0.5 per¬ 
centage point with effect from February 28. 
The ratio had earlier been kept unchanged 
at 9 per cent since February 1984. The deci¬ 
sion to raise it was no doubt actuated by the 
strong monetary growth so far in the cur¬ 
rent financial year coming on top of the 
already present overhang of liquidity in the 
economy. Deposits of commercial banks are 
estimated to have grown by significantly 
more than Reserve Bank’s projection of 
Rs 15,000 crorc for the year. There has also 
been a sizeable credit expansion, though in 
the context of the growth of industrial and 
agricultural output it may be suggested that 
much of this growth has gone towards 
meeting genuine production needs. Never¬ 
theless the point is that a good part of the 
deposits mobilised by the banks has been 
rolled back into the system. In the Reserve 
Bank’s assessment, however, the growth of 
liquidity with its inflationary implications 
needs to be counteracted through the im¬ 
pounding of a part of the banks’ deposits. 
Hence the decision to raise the CRR. 

The growth of liquidity, it is well known, 
has taken place through the laige govern¬ 
ment borrowings from the Reserve Bank—in 
other words, through deficit financing. 
During the current fiscal year so far, the rise 
in Reserve Bank credit to governments 


(about Rs 6,700 crore) has aewunted for 
more than the entire expansion of reserve 
money (Rs 5,600 crore). Since government 
borrowing from the Reserve Bank has been. 
the major source of surging liquidity all 
along, the way to contain it would have been 
for the government to tap resources from 
alternative sources, including household 
savings. 

Bank deposits represent household sav¬ 
ings and banks could be made to make them 
available to the government on a larger scale 
This could be done by requiring them to 
deploy an increasing part of their investible 
resources in governmental securities. There 
already exists an instrument for doing this 
in the form of the Statutory Liquidity Ratio, 
(SLR), under which banks are required to 
maintain a prescribed proportion of their 
total liabilities in the form of liquid assets, 
mostly government securities. Through this 
instrument government borrowing from the 
Reserve Bank can be substituted by govern¬ 
ment borrowing* from commercial banks. 

Experts are agreed that the monetary im¬ 
pact of the government's borrowing from the 
Reserve Bank is distinct from that of its bor¬ 
rowing from commercial banks, inasmuch 
as the former leads to creation of additional 
primary money while the latter does not. 
What is more, investment by commercial 
banks in government securities causes a 
straightforward fall in their reserves impair¬ 
ing their credit-creating capacity under a 
fractional reserve system. In contrast, the 
stipulation of a higher CRR not only does 
not stop the additional generation of liqui¬ 
dity but even adds to it indirectly because 
of the Reserve Bank’s commitment to pay 
interest on the impounded deposits. Raising 
of CRR may curb the credit-creating capa¬ 
city of banks but does not stop the genera¬ 
tion of additional liquidity caused by the 
government’s continuing borrowing from the 
Reserve Bank. Raising of the SLR, on the 
other hand, is likely to reduce the govern¬ 
ment's dependence on the Reserve Bank as 
the burden of meeting the government’s 
financial requirements is shifted to the com¬ 
mercial banks. It is thus likely to lead to 
regulation of additional primary money 
creation. Instead, the existing liquidity would 
get adjusted between credit to government 
and credit to the commercial sector. Higher 
investment in government securities resulting 
from the raising of the SLR reduces banks’ 
cash balance with the Reserve Bank and the 
scope for a second round of credit expan¬ 
sion. In contrast, as noted above, increase 
in the CRR may even lead to expansion in 
primary money because of interest payment 
by the Reserve Bank to the banks on their 
additional balances; the rate of such interest 
has been progressively raised to 10.5 per cent 
to shore up the profitability of banks. 

In certain conditions, therefore, raising the 
SLR is preferable to raising the CRR. Since 
growth of deposits is disparate among dif¬ 
ferent banks, it may even be desirable to 
explore the application of an increroentai 
SLR with reference to a chosen base date. 
This would have the twin advantage of. 
restraining credit by pre-empting resources 


524 



Kvtilatte (br expansion of icredif to the 
private sector as well as causing a reduction 
in primary money generation following 
reduced dependence of the government on 
the Reserve Bank. There it no reason why 
the SLR cannot be regarded as a flexible 
poliqr instrument, just as the CRR is, and 
raised or lowered according to the needs of 
the situation. 

Elections 


Opportunity in Kerala 


WITH 76 seats in the 140>member Kerala 
assembly, the Left Democratic Front will 
now form the government in the state; bring¬ 
ing to an end five years of rule by the United 
Democratic Front led by the Congressfl). 
This will also complete the process of the 
Congress(I)’s exit from power in the whole 
of the south. Except for Kerala, the available 
results of the elections to the state assemblies 
ate yet incomplete as we go to press on 
Wednesday, though it is clear that the Left 
Front will be returned to power in West 
Bengal, perhaps with an even mote imposing 
majority, and in Jammu and Kashmir the 
National Conference has yielded little 
ground to the Muslim United Front and has, 
besides, been able to carry the Congtes$(I) 
on its coat-tails. It is, however, the result in 
Kerala which is likely to be the focus of this 
round of elections to the state assemblies. 

Given that close contests are the rule in 
elections in Kerala, it should not be surpris¬ 
ing if it turns out that in overall poll percen¬ 
tage terms the shift from the UDF to the 
LDF has been quite small, not more than 
one or two points. Even so the CPI(M), the 
leader and the dominant constituent of the 
LDF, would be justified in claiming that the 
riection results are a vindication of its deci¬ 
sion to make a break with its past electoral 
tactics and to have no truck with communal 
parties, in particular with the Muslim 
League and the Kerala Congress or any of 
their factions. Except in Malabar, where the 
CPI(M) has lost some ground, the electorate 
in the rest of the state seems by and large 
to have viewed the exclusion of communal 
parties from the LDF as a positive develop¬ 
ment to be welcomed. However, there is at 
the same time little evidence of any weaken¬ 
ing of the hold of the Muslim League and 
the Kerala Congress over their respective 
communal vote-banks. In the case of the 
Muslim League this is borne out by the 
number of seats it has won. The Kerala 
Congress, it is true, may end up with a 
smaller number of seats but this, it would 
appear, would be attributable to the split¬ 
ting of the Christian vote due to the inter¬ 
necine tussle between the party’s two 
factions. 

Thanks to the LDF victory, after a long 
time the Muslim League and the Kerala Con¬ 
gress will be without a share of governmen¬ 
tal power. This, again, could have a signifi¬ 
cant iihpapt' on the character of Kerala 
politics,.for there can be little doubt that 


'being virtually permanent fixtures in suc¬ 
cessive coalition governments and being in 
a position as a consequence to distribute 
patronage have been a crucial factor in 
preserving these parti«* iron-grip over their 
respective communal constituencies. With 
these parties being kept out of the govern¬ 
ment, hopefully for the next five years, there 
is a genuine opportunity to reduce the weight 
of the communal factor in Kerala politics. 
Whether this opportunity will be made use 
of will depend very much on the approach 
and perspective of the LDF government 
which will assume office in the next few 
days. Will the new government be able, 
through its policies and actions, to inspire 
confidence among the ordinary masses of 
muslims and Christians in the state that their 
well-being is not linked to the communal 
parties being in power, that in fact their 
interests can be better served by a govern¬ 
ment committed to the pursuit of progressive 
and egalitarian policies. From this stand- 
joint the choice of the chief minister and 
he composition of the LDF coalition 
ninistry will be of considerable significance 
ind will be eaaerly awaito'. 


Electronic Components 

Stunted Growth 


THE electronics industry can perhaps form 
an interesting illustration of the nature, 
scope and impact of the process of economic 
liberalisation. 

A number of policy measures were taken 
to promote the rapid growth of the elec¬ 
tronics industry. These are (i) broad-banding 
for the purpose of industrial licensing, 
(ii) delicensing of consumer durables and 
electronic components, (iii) freedom to im¬ 
port technology and enter into foreign col¬ 
laboration in any area of electronics, (iv) no 
product restrictions on firms with a foreign 
equity of less than 40 per cent, (v) no restric¬ 
tion on the location of industry, (vi) dereser¬ 
vation of certain components which were 
earmarked for exclusive manufacture in 
small industry, (vii) entry of the private sec¬ 
tor in telecommunication, (viii) no MRTP 
clearance required for entry into all areas in 
electronics except consumer electronics, and 
(ix) reduction of import duty on raw materi¬ 
als, components and capital equipment. 

These measures seem to have promoted 
the rapid overall growth of the industry. 
Output of electronic goods increased from 
R$ 670 crore in 1979-80 to Rs 2,090 crore in 
1984-85, Rs 2,880 crore in 1985-86 and is 
estimated to be Rs 3,685 crore in 1986-87. 
The compound annu^ growth rate between 
1979-80 and 1985-86 was 27.5 per cent. 
However, investibie resources were allocated 
according to the market mechanism and 
consumer electronics emerged as the fastest 
growing sub-seqtor. Against a target of 
Rs 676 crore productitm in the consumer 
electronics sub-sector in 1985-86 was around 
Rs 1,100 crore the mejor contribution com¬ 
ing from television sets and radios. The per¬ 


formance of communication electronics is 
below expectation. Actual production was 
Rs 635 crore against the target of Rs 830 
crore 

The value of production of electronic 
components was Rs 440 crore in 1985-86. 
The electronic components .sub-sector feeds 
other segments of the elearonic industry and 
hence it is vital for the development of the 
electronics industry as a whole. A major pro¬ 
blem facing the electronic components sub¬ 
sector is the limited domestic market. And 
yet, imports of components for colour TVs 
are freely permitted at low rates of cu.stoms 
duty. The landed cost of imported colour TV 
components are said to be 20 per cent lower 
than that of domestically manufactured 
components. This has led to a heavy drain 
of foreign exchange and stunted the growth 
of the indigenous electronic components in¬ 
dustry. The government has done precious 
little to promote the indigenisation of the 
various inputs for colour TV manufacture. 
At present the import content of a domest¬ 
ically assembled colour TV is 80 per cent. 
The liberalised electronics policy has 
discouraged the purchase of indigenous elec¬ 
tronic components manufactured by the 
public sector Bharat Electronics and helped 
traders to import components and thrive on 
“screw driver” assembly operations. 

The fact remains that unless electronic 
components are produced within the coun¬ 
try on a large scale, the domestic value added 
of the electronics industry will remain low 
and its contribution to the net domestic pro- 
luct will not improve substantially. 


Third World Debt 


Growing Desperation 


IN February Brazil unilaterally suspended 
interest payments on its medium and long¬ 
term debt owed to the transnational banks. 
This followed a worsening of Brazil's trade 
performance and a slump in its foreign ex¬ 
change reserves. Brazil’s trade surplus in 
1986 was $ 9.53 billion against S 12.48 billion 
in 1985. Foreign exchange reserves which 
were more than S 6 billion la.st year fell to 
approximately $ 3.9 billion in January this 
year. In negotiations with the transnational 
banks finance minister Dilson Funaro 
categorically ruled out any agreement that 
would involve the IMF in formulating and 
monitoring economic policy. The trans¬ 
national banks insisted that there would be 
no agreement unless Brazil accepted the 
'IMF’s ‘conditionalities’. Peru has also 
categorically refu.sed to accept a role for the 
IMF in formulating and monitoring 
economic policy. Under the leadership of 
President Alan Garcia, Peru has refused, 
since July 1985, to pay mote than 30 per cent 
of export earnings in debt service. 

These actions of Peru and Brazil are 
however essentially defensive and not ag¬ 
gressive in nature. The financial oligarchy 
in the advanced capitalist countries, with the 
assistance of the IMF and the World Bank, 
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hu otendcd its control over the economies 
of the heavily indd)ted countries of the third 
world. A number of third world countries 
have come under the draconian discipline of 
the IMF. These countries are made to do 
everything possible to increase export earn- 
ifigs and decrease imports in order to ser¬ 
vice their debt. They are also subjected to 
deflationary austerity programmes. Most of 
these economies are however completely 
dependent on the import of technology, 
spares and components just to keep their 
plant and equipment running. With reces¬ 
sion in the advanced capitalist economies, 
stagnation in international trade and grow¬ 
ing protectionism, they are finding it dif¬ 
ficult to increase their exports. The result is 
a rapid decline in economic growth and in¬ 
different trade performance. Hence, they are 
facing increasing difficulties in servicing 
their debt. 

With their bargaining power reduced, 
many of the third world countries are forced 
to seek a deferring of principal and interest 
payments from the transnational bank.s. The 
transnational bankers express their strong 
reluctance to enter into any agreement unless 
the country concerned adopts an economic 
adjustment programme supervised by the 
IMF. IMF-imposed economic policies in 
turn lead to deieriorating lising standards 
of millions of people. The burden of interest 
payments falls heavily on the poor who 
anyway do not benefit from the loans, latin 
American countries, the worst affected, have 
as a lesult witnessed increasing unemploy¬ 
ment, rising child mortality and malnutri¬ 
tion in recent years. 

Disarmament 


Sovi«*t Broakthroiigh 


FOR almost a decade arms control negotia¬ 
tions between the USSR and the US have 
been mote or less at a standstill. Even 
though the Oenesa talks were resumed in 
1985, both countries continued with the 
modernisation and liirther deployment of 
nuclear weapons. While the Cieneva summit 
between Reagan and Gorbachev concluded 
on a high note of general agreement of in¬ 
tent, efforts at Reykjavik floundered on the 
issue of star wars. Against this backgroutid 
of growing apprehension and hopelessness, 
any move by either superpower to push the 
talks forward would have been welcomed. 
But Gorbachev’s latest stand on the dismant¬ 
ling of Intermediate Nuclear Forces (INF) 
does more than just break the stalemate. 
Whatever be the political and economic fac¬ 
tors which prompted the Soviet offer, it is 
without doubt a major concession to the 
west. Subsequent events since the announce¬ 
ment also point out the seriousness of the 
Soviet intention to de-escalate tensions in 
Europe. 

The latest Soviet offer is not new. It has 
been in the air since last year when 
Gorbachev offered a total dismantling of 
Euromissiles—the Soviet SS-20s and the US 
Pershing 2 and Cruise missiles and a limit 


of 100 warheads with eitbo- country to be 
deployed in the Soviet Aslan sector and 
within the US respectively. This proposal was 
in fact expected to have been a major area 
of agreement at the Reykjavik talks, only it 
fell through because the SovlMs insisted on 
a simultaneous agreement on the abandon¬ 
ment of SDI. The Soviets have now delinked 
intermediate range missiles from star wars. 
This has brought forth a warm response 
from the US, although the European reac¬ 
tion has been somewhat more wary. Agree¬ 
ment on intermediate range missiles in 
Europe gives Reagan a chance to refurbish 
a tarnished image after the Iran arms scan¬ 
dal. West Germany has welcomed the Soviet 
proposal, while Britain has viewed it with 
‘cautious optimism’. France has expressed 
strong reservations. The European reaction 
is moderated by several coasiderations—that 
the proposals leave untouched the Soviet 
short r.ingc missiles which are capable of 
reaching west European targets; that the 
’denuclearisation’ of Europe would sup¬ 
posedly give an advantage to Warsaw Pact 
conventional torces; that it would lead to 
‘decoupling’ of the US from its European 
allies. 


THREE weeks have gone by since the 
presentation of the union budget but the 
stock market has still to regain its equipoise 
after the severe jolt it received during Ihe 
budget session. It is still nursing the deep 
wounds it received during the hasty retreat 
it was forced to beat under the pressure of 
anxious bull unloading and bear hammering 
induced by the deep disappointment over 
Rajiv Gandhi’s budget which fell far short 
of the market’s high expectations. Though 
the lows recorded on March 6 have not been 
seen again, equity price indices at the close 
of March 20 stood only 1.5 to 2.8 per cent 
above these lows. The prevailing mood is one 
of extreme hesitancy and the market’s next 
major move will depend to a considerable 
extent on Rajiv Gandhi’s response to the 
numerous representations made by business 
organisations, including the stock etchonges, 
relating to some of the proposals, especially 
under Sections IISJ and 194E of the 
Income-tax Act. 

Very briefly stated, the stock market beat 
a hasty retreat during the special budget 
session on February 28 and its action could 
hot be dismissed as impulsive since it .was 
for the first time that the market had the 
benefit of instantaneous and correct infor¬ 
mation through the budget news displayed 
by PTl. In four trading sessions, including 
the budget session, equity price indices 
registered their sharpest-«ver decline^ with 
the Bombay stock exchange senntive index 
declining 1^ 10.3 per cent. The Financial 
Express all-India index went down by S.8 per 
cent. The market staged a smart ridly bet- 


the l/S ^ tabled a ^ft treaty at tW 
Geneva talks which still leaves unresolved 
many knotty issues. Among these is the 
question of verification—thc US draft in¬ 
corporates stringent measures for on-site 
inspection when the missiles are dismantled. 
This is bound to come up for much wrangl¬ 
ing both on the part of the Soviets as well 
as among the Nato allies. While the Soviet 
proposal has stated that talks on issues siich 
as the short range missiles and the reduc¬ 
tion in Warsaw Pact troops will be instituted 
as soon as the agreement is signed, European 
countries would like some assurance on these 
tied in with INF agreement. Yet another as 
yet undefined area is what constitutes the 
‘Asian’ sector in the USSR. The US draft has 
proposed that the residual 100 Soviet 
warheads must all be in a single base at 
Novosibirsk in Siberia out of range of either 
Europe or Japan while the US would keep 
its 100 missiles in Alaska well within reach 
of Soviet targets. This is unlikely to find 
favour in the USSR. On balance, however, 
the stage appears to be .set for a major disar¬ 
mament treaty between the two superpowers 
which will have a significant effect in 
de-escalating nuclear tension. 


ween March 6 and 12, recovering almost halt 
of the ground lost in the preceding down¬ 
swing. Thereafter, however, it again started 
driRing lower and by March 18, it lost two- 
thirds to four-fifths of the ground gained in 
the preceding rally. It steadied up a little 
during the next two sessions. Going by the 
net changes between February 28 (pre- 
budget) and March 20, the Finandat Express 
equity price index for Bombay showed a 
decline of 6.8 per cent and the all-India indat 
was down by 5.6 per cent. The Bombay stock 
exchange sensitive index was lower by 7.8 
per cent. 

Seldom has the stock exchange fniternity 
showed such indifference to official assess¬ 
ments of the state of the economy as also 
of the fiscal strategy spelt out in the budget. 
The painstaking efforts made by the finance 
ministry’s top officials to explain that the 
taxation structure was oriented towards 
faciliuting the creation of additional cap¬ 
acity in thrust industries, modernisation a^ 
enhanced capacity utilisation, that the 
budget aimed at stabilising the capital 
markets and that a measure of buoyancy 
would return to the capital market at soon 
as investors absorbed the budgetary pro¬ 
posals failed to carry conviction witlohe 
stock exchange and investor community. 
Ironically enough, the flnance ministry of¬ 
ficials who had earlier derided the stock 
market’s adverse reaction to the budget and 
remarked that the government could not be 
held responsible for any disappointment 
caused ^ wild expectations got so much 
perturbed by the sharp M in equity prices 
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that they were constrained to take the rather 
extraordinary step of approaching the 
Bombay stock exchange authorities to ap¬ 
prise their members through the public 
address system when the session was in pro¬ 
gress on March 4 of the beneficial impact 
of the budget. The message they conveyed 
was that, apart from the other measures, the 
relief of some Rs 600 crore granted to 
industries in the budget was expected to 
result in a substantial reduction in costs and 
thus lead to a phenomoial growth of a cross- 
section of industries. 

It is true that encouraged by the prime 
minister’s reassuring statements pertaining 
to the capital market, the stock market had 
pitched its expectations very high and was 
therefore looking forward to all kinds of 
reliefs and concessions to improve the invest¬ 
ment climate and boost industrial produc¬ 
tion. But the market’s disappointment could 
not be satisfactorily explained simply in 
terms of ‘wild expectations* not being ful¬ 
filled. Nor was it that in its mood of disap¬ 
pointment, the market did not tai« notice 
of the proposals which are favourable from 
the viewpoint of the capital market as also 
the corporate sector. 

The stock market’s adverse reaction 
reflects the widespread disillusionment with 
Rajiv Gandhi’s budget'which has come in 
for severe criticism by a very wide spectrum 
of economic and politick opinion. The 
market sentiment appears to have been badly 
affected mainly by two proposals—one 
relating to the levy of minimum tax on book 
profits and the other concerning deduction 
of tax at source in respect of all payments 
beyond certain prescribed amounts of fee; 
for professional and technical services, 
royalty, rent, commission or brokerage and 
payments for goods supplied to government, 
etc. The stock exchanges have urged the 
prime minister to withdraw the introduction 
of Section I94E in the Income-tax Act and 
the proposed minimum tax on 30 per cent 
of book profits. It has been alleged that the 
deduction of tax on the gross income of 
stock brokers by way of brokerage and 
underwriting commission would block the 
liquid assets of sharebrokers. And the 
minimum tax on book profits without allow¬ 
ing the offsetting of legitimate losses carried 
forward would mean that companies might 
not be able to pay reasonable dividends after 
the payment of the minimum tax. 

D^ly perturbed by the sharp fall in 
prices and unabated speculative selling 
following the presentation of the budget, the 
stock exchange authorities in Bombay 
decided on March 6. presumably at the 
instance of the finance ministry, to ban short 
sale in all the ‘specified’ scrips. Even jobbing 
transactions were prohibited but the restric¬ 
tion on jobbing was soon relaxed and later 
removed. In view of the steep decline 
in prices technical considerations alone 
favoured a good rally. Institutional support 
and bail on short sales contributed in no 
small measure to the recovery firom the 


Mardi lows. Ihuling sentiment was aided by 
reports that the union finance ministry 
would reconsider some of the budget pro¬ 
posals in the light of the representations 
received firom various quarters, including the 
stock exchanges. The recovery, however, 
could not be sustained in the absence of ade¬ 
quate institutional buying and public follow¬ 
up support. 

The Bombay stock eichange schedule for 
havala and badia business got upset due to 
the delay in the completion of the work 
relating to settlement No 8 of the Samvat 
Year 2043. While the authorities have at¬ 
tributed the delay to the failure of the com¬ 
puter in processing the trading operations 
and the consequent postponement of the 
pay-in day, rumours have been gaining cur¬ 
rency that the pay-in day has had to be 
postponed with a view to getting over some 
payments problem. Ihulmg came to a stand¬ 
still on March 23 as brokers refrained from 
doing any business in view of the delay in 
the completion of the work pertaining to the 
last settlement in specified shares. 

Be that as it may, the prevailing mood of 
the market could well be described as one 
of extreme hesitancy bordering on dif¬ 
fidence That the UTI’s much-prized Master- 
shares should be currently quoted at a 
discount is in a way a measure of the 
depressed sute of the equity market. Modi¬ 
fication of the two budgk proposals relating 
to minimum tax on book profits and deduc¬ 
tion of tax at source for all large payments 
and massive institutional support can cer¬ 
tainly make a profound impact on the 
general market psychology. However, with 
the industrial landscape dotted with many 
dark spots and corporate results pointing to 
pressure on profit margins, most security 
analysts appear quite sceptical about the 
prospects of a sustained upward trend in 
equity prices. Few outside the finance 
ministry are inclined to share its optimism 
about the return of buoyancy to the capital 
as soon as investors fully absorb the various 
positive budgetary provisions. The capital 
market is extremely depressed at present. 
Hardly a third of the new issues floated over 
the past few months are reported to have 
evoked adequate public response. Investors 
in the majority of new issues, particularly 
of leasing companies, have suffered heavy 
losses. Little wonder, investor confidence is 
at a very low ebb. 

Industrial Sickness 


In Epidemic Form 


ACCX>RD1NG to the latest pre-budget 
Economic Surv^, industrial sickness con¬ 
tinues to be a major area of concern. While 
at the end of December 1984 the total 
number of sick units OuRu, medium and 
small) in the pottfdio of scheduled commer¬ 
cial bulks was 93J282 with outstanchng bank 
credit of Rs 3,638.39 crore, their number 


TWENTY YEARS AGO 

EPW, March 25. 1967 

.. .There can be no diffctenccs nith ihe 
finance minister that the immediate task is “to 
restore financial and general camoinic stability 
But was that noi the task which had been set 
in the last budget as well? 01 course the 
economy has had io face a second successive 
year of crop failure. But some at least ot the 
impact of this could have been softened had 
the government been able to formulate a liwd 
policy... The failure, so strikingly brought out 
by the revised estimates, to icstrain government 
expenditure to the limits set in the budget stems 
not a little from the failure to contiol food 
pria’s.. 

Unable to contiol its own cxpcndituie oi ag 
gregate spending in the economy goveinineni 
has fallen an easy piey to advocates of a cut 
in outlays on Plan schemes. . In the 1967-6R 
budget the Centre's plan outlay is less than 
25 per cent of tts total expeiidiluie on icveiiue 
and capital accounts fresh investment in the 
economy cannot be held down lor long 
without losing the inoinentum of desclop-, 
nient. , There should be no hcsitalton tn 
demanding that while lestrainini; espcii- 
dilurc . effort should ne made to '.use 
additional revenues 

It is to be hoped that the fin.aiice niinistet 
will not be dcteircd tiniii making this eltort 
by siicn voices . demanding “legiiiiiiaie 
reliefs to the over taxed sections ol society” 
Who arc these sections of society? The landless 
labourers. . in Bihar? Or fatmers in nor'hetn 
UP whose crops have been blighted by dioiighi? 
Or the unemployed in cities? I hesc ‘ovci taxed' 
(people) are those who have benclilcd the inusi 
from the dcs'clopment so fat and who now 
want to keep what they have got. 

• • • 

.. .'the White Paper on the Railway budget 
claims the performance of the lailways in 
1966-67 IS what It has been because of ‘posi- 
budget fatlors’ outside their control but it 
is a tact that these developments fiii the railways 
so badly because of basic weaknesses in the 
railways' operations... Indian railw-ays cajoled 
into being a ‘service’ run on an uneconomic 
basis, may end up by being a hiiiden on the 
national economy. 

« * * 

Fmm Calcutta Diary hy htihhcrl!s>il>hel' 

Something unprecedented, unique almost, 
happened in Calcutta on Saturday when the 
new government.. addrcv.sed a meeting of its 
employees on the lawn of the assembly 
house... As significant as (he govcriinieni's 
readiness to meet... employees was the evi¬ 
dent enthusiasm of the large audience pre¬ 
sent. . Ajoy Mukherjee delivered Ihe 'good 
news’ that the suspension orders on some 
employees would be withdrawn .. The finiince 
minister Jyoti Basu, more immediately cun 
cerned with the cost of biggei dearness 
allowances, was almost school masterish; he 
delivered what a recent Peter Arno vartoun 
called a “sermotette”. He wanted hi< audience 
to suggest cures for the government's notorious 
red-tapism... (and) spoke of the liniiietl 
nature of a state goveimnem's powers and 
resources... Jyoii Basu is CPl(M) all tight; 
it is not known whether his ‘new viuce’ is not 
already attracting accusations of icvisiumstn. 
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inenMed to at the ad of Deoeiniwr 

19RS. The ouWandfan bank credit lodwl up 
in theee tick units increased to Rs 4,270.93 
crore. 

The number of iaife industrial units ida- 
tified by banks at sick increased from 343 
at the ad of December 1984 to 637 at the 
ad of December 1983. The outstanding 
bak dues of these units increased from 
Rs 2,330.12 crore to Rs 2,980.24 crore over 
the same period. 

In toe cate of the small-tcaie'sector, the 
number of tick units increased from 91,430 
at the end of December 1984 to 1,17,783 at 
toe ad of December 1983. The outstading 
bank credit to sick units in this sector 
increased from Rs 879.69 crore to Rs 1,070.67 
crore over the same period. 

The position appears somewhat better in 
the case of medium units. While the number 
of sick units in this sector declined from 
1,287 at the ad of December 1984 to 1,186 
at the end of December 1983, the bank cnxlit 
locked up in such units declined from 
Rs 428.88 crore to Rs 220.02 crore over the 
same period. 

What is more alarming is the fact that a 
overwheming majority of the sick units in 
the portfolio of commercial banks have bea 
found to be non-viable. Of the 1,19,606 sick 
industrial units (large, medium and small) 
involving a total bank credit of Rs 4,270.93 
crore at the end of December 1983, the 
viability position was as follows: 


l.'lllls 

Number 

Bank 

Credit 



(Rs cioie) 

Oiiils ‘omul vi.ibic 

S.5fi9 

I.9K7 1,1 

Unit*, loiiiul MOM M ibk' 
IJiiils loi wliiili 

M.ibiiiis \i;l III be 

99.062 

1.790 7.1 

dcicniiincd 

11.975 

492.87 

Tolal 

1,19,606 

4.270 91 


Thus it is seen that of toe number of 
sick units totalling 1,19,606 at the end of 
December 1983, only 7.16 per cent were 
found viable and the viability or otherwise 
of another 10 per cat of the units was yet 
to be determined. Rest all were non-viable 
units. 

It is also san that the percatage of non- 
viable units was much higher in the case of 
small-scale units tha in the case of iaige- 
scale units. Of the 637 large sick industrial 
units, baks had determined the viability 
status of 332 units by end December 1983. 
Of these 330 units accounting for bak 
credit of Rs 1,737.13 crore were thought to 
be potatially viable Among the small units, 
on the other had, of the 147,783 sick units, 
only 7,839 units with outstading bak 
cietot of Rs 244.98 crore were considered by 
banks as potentially viable. 

It is a matter of grave concern that in spite 
of a number of measures initiated by the 
governmat and the Reserve Bank, the 
incidace of industrial sickness has bea 
rising from year to year during toe past 
decade. Sometime back the Reserve thank 
had emphasised the importace of detection 
of sickness at a indpiat stoge It had also 


emphadsed toe intototaiMe ot pnver co¬ 
ordination betwea oommerdal ba^s and 
term-lendtaig institutions in the formulation 
and impiemenution of rehabilitation 
packages. Another importam measure by the 
Reserve Bank was the introduction of a 
‘health co^ system* to categorise various 
borrowai accounts according to quitiity of 
the accounts for better monitoring ad for 
facilitating preventive action wherever 
necessary. 

In 1983, the Reserve Bank had issued flesh 
instructions ad guidelines to tackle the pro¬ 
blem of spreading industrial sickness. 
Accordingly, baks were asked to review toe 
accounts of toe borrowers to idatify those 
units which were sick or prone to sickness 
so that corrective action auld be taken pro¬ 
mptly. For this purpose banks were told to 
set up cells which would use the informa¬ 
tion system suggested by the Ihndon Study 
Group ad detect arly warning signals of 
indpient sickness. The Reserve Bank had 
list^ the following warning signals for the 
banks to monitor: non-submission or in¬ 
correct submission of stock statemats ad 
other control statemats; inability to main¬ 
tain stipulated margins on a continuous 
basis; widening differences between the 
outstanding balace and drawing power/ 
sactioned limit; periodical interest debited 
remaining unrealised, tadering the account 
irregular; attempts to divert sales proceeds 
through accounts with other banks; ad fre- 
quat return of cheques or bills. 


A Small toduMrisa Dawtopment Fluid 
(SIDF) sns Mt op in tha IDM on May 20, 
1986 with a view to praviding a fbcalpitiiit 
for otHMsUnatiug financial asaialailoe to the 
small-scale sector. The hud has bea 
charged srito the leqwnaibility providing 
refiiiandng anistance not only for devd^ 
mat, gpansion and modernisation but also 
for the rehabiliution of the small-scale skk 
units. 

The catral government hat also set up a 
Board for Industrial and Financial Re¬ 
construction (BIFR) with efiiect from 
Jauaty 12 this yem in pursuance of the 
enactmat of the Sick Industrial Companies 
(Special Provisions) Act, 1983. Under the 
provisions of this act all medium and large 
ampanies who have their net worth eroded 
by 30 per cat have to report the fact to the 
board ad also to hold a general meeting of 
shareholders of the ampany to seek a fresh 
madate for the maagement. 

The Economic Survey refers to lack 
of modernisation as toe major ause of 
industrial sickness. This may not be so at 
least in the case of small-scale units. There 
is also a feeling that finacial institutions 
ad baks often give loans to well-connected 
persons rather tha going by the merits of 
the projects. In the case of large-scale 
units, lack of modernisation is of course 
one of toe rasons for sickness but there 
are also other causes such as demad reces¬ 
sion, excessive imports under OGL, and 
mismaagement. 
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CAPITAL VIEW 


The Culture of Lies 

Romesh Tliapar 


IT doesn't make sense. Whatever persuaded 
Rajiv Gandhi to behave like a naughty 
school buy and cover himself with blaunt 
lies and openly contradictory statements in 
parliament. The Houting of constitutional 
norms is even graver. Did he imagine that 
the president, like the sycophantic Con- 
gress(I) mob, would remain silent? Or was 
he about to apologise privately and got 
caught on the wrong foot? 

The story of the president’s letter which 
was leaked to The Indian Express chain, the 
rumour that the scrutiny procedures of the 
law ministry on the letter were the cause of 
the leak, the badia of the PM-FM on 
publisher Ramnath Goenka through raids on 
his home and offices, together with the 
judicial custody of his chief accountants and 
lawyers on the plea that they were passing 
documents to foreign agents, are now the 
talk in every corridor of power. And par¬ 
ticularly the ‘foreign agents', a detective 
agency in the US also hired by the GOl! 

Total confusion prevails within this culture 
of lies. Mandatory constitutional provisions 
are being glossed over in parliament. In the 
courts, one does not know whether the 
accused are being proceeded against under 
FERA or the Official Secrets Act. As for bail 
provisions, they seem to be at the discretion 
of the investigating agencies! Democratic 
norms are being so blatantly flouted at 
several levels that the freedom of the citizen 
is imperilled. 

With the electtonic media a creature of 
a lying government, much depends on the 
print media. The reporting leaves much to 
be desired as it leans too much on informa¬ 
tion from the prosecutors. We do not seem 
to realise that it is the citizen who has to be 
protected from unfair treatment. Even ‘mass 
organisations’ are content with passing 
cliche resolutions. 

On the eve of these developments, at a 
dinner party which was certainly not inten¬ 
ded to be ‘off the record’, V C Shukla, one 
of Indira Gandhi's storm troopers, described 
Rajiv Gandhi as a liar. “In fact", said he, 
“Rajiv has been a liar ever since I have 
known him!’ An uncomfortable silence 
descended on these remarks, but not a voice 
protested the charge. 

We ate certainly dealining with a PM who 
is now being seen as a danger to the future 
political stability of this sub-continent. He 
is becoming the patron of an undisguised 
misuse of power. In fact, the performance 
of Speaker Jhakhar, in disailowihg di$‘ 
cussion on Che subject of the PM's violation 
of constitutional norms and his careful tying 
in parliament, will go down as a most 
danfaging act. Was there manipulation in 
this ipo? •, 

Tbi,ttcw and rather healthy trend in the 


newspapers to report the child-like, school- 
level, debating that absorbs the time of our 
nelas in parliament has a side effect which 
is terminal—the absence of quorums and the 
illegal passage of legislation because pre¬ 
siding officers are in cahoou with absentee 
MPs. The consternation grows as more light 
is shed on the governing style of the ruling 
Congress(l) clique. Consternation or 
bewilderment, 1 don’t know which. 

For example, the story that is now passmg 
from mouth to mouth has reference to the 
recent flap on the Indo-Pak border. 
Apparently, when Islamabad decided to 
move its armoured division from Sind to 
Punjab, we had not an inkling. Goodness 
knows what ‘conspiracies’ our Intelligence 
boys are concentrated on, but a massive 
movement of this kind went unobserved. 

When military surveillance discovered a 
suspicious concentration of signals on the 
Pakistani side in Punjab, it was realised that 
the armoured division had moved un¬ 
detected. A major redeployment had to be 
ordered, but our PM-defence minister at the 
time could not, it is said, make himself 
available to de facto defence minister Arun 
Singh for several days! Even if the story is 
exaggerated, it points to the grave crisis of 
confidence. 

Small wonder that in the midst of 
falsehood and forgery and concocted repor¬ 
ting, when persons like Bhure Lai, the 
transferred director of enforcement who 
worked loyally for minister V P Singh, and 
secretary Pande, are placed under interroga¬ 
tion. we begin wondering what the motiva¬ 
tions arc behind the elaborate melodrama 
organised by the PM-FM. Are his friends, 
the Bachhan family, a ‘front’ for something 
else? And is minister V P Singh going to be 
rubbed into the dust? At what point does 
individual dignity surface even among 
sycophants? 

Somehow, the good and honest men in the 
leadership of the ruling Congress!!) have to 
act to salvage the country from the confron¬ 
tations that are developing. These elements 
exist. There are some who fed deeply 
disturbed by the disarray that is beginning 
to surface in our political life. We are too 
complex a land and people to permit this. 

What effect will the current elections to 
some of the state assemblies have on the 
presidential election? Giani Zail Singh is 
skilful. Do not rule him out of the race. His 
best ally is Rajiv Gandhi, busy fiddling with 
bizarre nominations which suit his narrow 
atid immediate purposes. Against them, the 
Giani is offering himself, and with a promise 
that he can split votes. 

What we need are men of talent above the 
dirt of politics. Are there any such men left? 
Where are they? Could they become healthy 


consensus can4idatcs capable of restoring 
the presidency to respect and dignity? Why 
not tabulate some names like air chief 
marshal Idris Latif, judge Krishna Iyer and 
Satyajit Ray? We must pull ourselves out of 
the equations which are motivating us into 
meaningless political confrontations. 

All future political development will stem 
from the elections of March 23. It is worth- 
recording the kind of trends that are being 
speculated upon. One argument runs that 
if R K Hegde and N T Rama Rao are domi¬ 
nant in their states despite the usual ravages 
of governance, so is the CPI(M) led by Jyoti 
Basu by the looks of it. A setback for the 
Congres$(I) and Rajiv Gandhi’s campaign¬ 
ing is likely in West Bengal despite the fonale 
vote. 

The Kerala scene is less certain, but if 
there is a winning shift leftward it might 
mark a major change as the leftists are free 
of communal allies. Rajiv Gandhi’s plea to 
separate religion and politics is not pursued 
in our southernmost sute by the Con- 
gress(I). Outright opportunism prevails. 

As for Jammu and Kashmir, a significant 
result would be a BJP triumph in Jammu 
and damage to the National Conference in 
the Valley from the Muslim United Front. 
The argument is that Farouk Abdullah is 
becoming a dependant of Delhi. This would 
be viewed as an unhealthy trend master¬ 
minded by the ruling clique in Delhi. A 
messy Congress(l) is a burden anywhere 

Of course the embarrassment over the 
postponement of the Haryana elections will 
mount if there is a ‘wave’ against the Con- 
gress(I). The fact that Rajiv is spending 
endless days on electioneering—and without 
the semblance of a well thought programme 
—suggests that he knows his future ts bound 
up with these events in March. 

if the surface signs on which the.se 
speculations are based are confirmed, then 
the rest of the year will be devoted to 
adjusting to the new facts. Interestingly, 
there is already talk of a drastic cabinet 
reshuffle to restore 'the democratic image' 
of the Congressfl) - and even rumours of a 
possible snap election to consolidate what 
support there is for another five years. 
‘Phoot’ is on the agenda, anti-defection laws 
notwithstanding. 

March 20. 


When coriesponding with the 
Ciiculation Department, subscri 
bers ii'c requested to menttoii their 
subscription numbers. 
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STATISTICS 


Variation (Per Cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 ^ 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

29, 1986 

85-86* * 

84-85 

83-84 

82-83 

All Commodities 

1000 

379.4 

-0,1 

9.4 

9.7 

9.7 

7.1 

9.5 

2.6 

Primary Articles 

417 

352.6 

-0.4 

6.9 

7.1 

2.4 

4.8 

11.0 

3.6 

Food Articles 

298 

335.1 

OJ 

4.9 

9.0 

7.3 

6.4 

13.5 

6.2 

Non-food Articles 

106 

322.8 

-24 

14.7 

17.4 

10.5 

-2.3 

19.1 

1.7 

Fuel, Power, Light and Lubricants 

85 

624.2 


2.9 

2.9 

8.9 

2.6 

7.6 

7.5 

Manufactured Products 

499 

360.2 

0.1 

9.4 

$A 

3.3 

6.0 

8.7 

0.6 






Variation (Per Cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1986 

85-86 

84-85 

83-84 

82-83 

For Industrial Workers 

1960 « too 

688' 

_ 

9.4 

11.0 

6.5 

6.4 

12.6 

7.8 

For Urban Non-Manual Employees 

1960 > 100 

622* 

-0.5 

8.4 

9.5 

6.8 

8.1 

10.3 

8.0 

For Agricultural Labourers 

July 60 to 

579'* 

-1.0 

4.0 

6.0 

4.8 

0.2 

11.4 

5.2 


June 61 » 100 












Variation Rs Crore (Per Cent in Brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(27-2-87) 

Month 

Year 

28, 1986 

85-86 * * 

84-85 * • 

83 84 

82-83 

Money Supply (M.) 

Rs Crore 

1,37,196 

-64 

20,131 

18,866 

15,192 

16,058 

13,031 

10,115 




(-0.3) 

(17.2) 

(15.9) 

(14.9) 

(18.7) 

(17.9) 

(16.1) 

Net Bank Credit to Government Sector 

Rs Crore 

71,396 

324 

12,030 

12,874 

9,579 

8.445 

5.757 

4,748 

Bank Credit to Commercial Sector 

Rs Crore 

90,465 

116 

10,746 

8,613 

9,745 

10.809 

8.830 

8,247 

Net Foreign Exchange Assets of Banking Sector Rs Crore 

4,048 

272 

1,245 

636 

299 

1.467 

- 104 

-977 

Deposit of Scheduled Commercial Banks 

Rs Crore 

1,00,931 

-628 

16,047 

13,158 

12,475 

11,648 

8.550 

7,299 




(-0.6) 

(18.9) 

115.0) 

(I7..3) 

(19.2) 

(16.4) 

(16.6) 

Foreign Exchange Assets** 

Rs Crore 

7,003 

181 

598 

-.381 

53 

1.271 

1,190 

T58 







(0.8) 

(21.3) 

(24.9) 

(18.8). 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Vaiialion (Per Cent) 


(1970 = 100) 
























In 

In 

In 

In 

In 




1986 

1985 

1986** 

1985 * * 

1984 

1983 

1982 

General Index 

100.00 

216.1* 

217.3 

204.8 

6.1 

6.9 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

267.9* 

270.0 

250.6 

7.7 

6.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

233.0* 

230.5 

225.1 

2.4 

2.6 

6.6 

5.3 

-0.9 

intermediate Goods Industries 

21.33 

192.3* 

188.1 

177.5 

6.0 

12.6 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

162.1* 

173.1 

164.4 

5.3 

3.1 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

301.8* 

281.1 

246.6 

14.0 

17.8 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

142.1* 

157.8 

152.6 

3.4 

0.3 

0.2 

0.5 

6.S 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month ' 










(Dec . 86) 1986-87* 

1985-86* 

1985-86 

1984-85 

1983-84 

1982-83 

1981-82 

Exports 

Rs Crore 

956 

8.978 

8,113 

10,420 

11,855 

9,872 

8,908 

7,803' 






(-12.1) 

(20.0) 

(10.8) 

(14.2) 

(16.3) 

Imports 

Rs Crore 

1,686 

14,189 

14,925 

18,371 

17.173 

15,763 

14,356 

13,671 






(7.0) 

(8.9) 

(9.8) 

(5.0) 

(9.2) 

Balances of Trade 

Rs Crore 

-730 

-5,211 

-6,812 

- 7,951 

-5,318 

-5,891 

-5,448 

-S,U8 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 










(Nov 86) 

1986 

1985 

1985 

1984 

1983 

1982 

1981 

Number of Applicants on Live Registers 

Thousand 

29,853 

29,853 

26,134 

26,270 

24,861 

23,034 

19,753 

17,838 

(as at end of period) 





(5.7) 

(7.9) 

(16.6) 

(10.7) 

(8.3) 

Number of Registrations 

Thousand 

341 

5,038 

5,364 

5,766 

6,220 

6,756 

5,862 

6,277 






(-7.3) 

(-8.0) 

(15.3) 

(-6.6) 

(2.0) 

Number of Vacancies Notified 

Thousand 

50 

556 

629 

657 

707 

827 

820 

899 






(-7.1) 

(-15.5) 

(0.9) 

(-8.4) 

(6.6) 

Number ol Placements 

Thousand 

23 

326 

349 

373 

407 

486 

474 

509 






(-8.4) 

(-16.3) 

(2.5) 

(-6.1) 

(5.2) 

Income 

Unit 

1985-86** 

1984-85** 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (Current Prices) 

Rs crore 

2,15,024 

1,90,888 

1,72,704 

1,45,569 

1,30.983 

1,14,021 

95.474 

87,326 

Gross Domestic Product (1970-71 Prices) 

' Rs crore 

64,988 

61,838 

59,341 

55,032 

53,168 

50,736 

47.138 

4M33 

Per Capua Income (1970-71 Prices) 

Rupees 

798 

775 

764 

721 

719 

700 

664 

717 


* For current year upto latest month for which data are available and for corresponding period of last year. 

*• Excluding gold and SDRs, 
r Upto latest month for which data are available. 

+ ♦ Provisional data. 

Notes; (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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Calcutta Diary 

AM 


IT is an unsavoury story, but it has major 
implications, and deserves to be told in full. 

The deficit in the union budget for 
1983-86, as Set out in the original proposals, 
was to the extent of Rs 3,316 crore. In the 
revised estimates for 1983-86, presented last 
year along with the union budget for 
1986-87, this deficit was shown as being of 
the order of Rs 4,490 crore. In the final 
accounts, presented on February 28 last 
along with the budget for 1987-88, the actual 
deficit for 1983-86, we are informed, has 
climbed to Rs 4,937 crore. 

A little sidght of the hand, with the hope 
that none or fdv will notice. The true deficit 
in 1983-86 was in fact higher by a further 
sum of Rs 1,627 crore; in the final accounts, 
it should have been recorded at Rs 6,364 
crore. A demure footnote, first introduced 
at the time of the presentation of the budget 
last year, has been repeated this year. The 
estimated deficit for 1983-86, the footnote 
confesses in small print, excludes the 
medium-term loans totalling Rs 1,627 crore 
advanced to the state governmenis during 
the year. With this amount pushed out of 
the picture, the deficit in 1983-86 can be 
shown at less than. Rs 3,000 crore. Include 
it, and the deficit soars to roughly double 
of what was originally budgeted. The 
government, obviously, is suffering from a 
guilt complex, and would take recourse to 
just any subterfuge so as to be able to put 
across the impression that the fiscal deficit 
has not been attaining frightening magni¬ 
tudes in recent years. 

Probably there is a bit more to it. They 
are not including the amount advanced to 
the states as medium-term loans in the 
calculation of deficit financing, spokesmen 
for the union government would conceivably 
argue, because the centre refuses to own the 
moral responsibility for the fiscal gap in the 
state government accounts; it had to print 
notes to this extent npt on its own volition, 
but to bail out the states; why should it 
therefore include this sum in its own 
accounts; it will continue to refuse to accord 
diplomatic recognition to this sum and 
banish it to a footnote. 

The government’s annual financial state¬ 
ment is however supposed to contain a full 
and detailed account of its income as well 
as its expenditure. Loans to the states are a 
recogni^ component of the union govern¬ 
ment’s expoiditure. The constitution pro¬ 
vides for such loans in terms of Article 293, 
Clause 2, It will bettiv the government’s lack 
of integrity if, in computing its overall deficit 
for a particular year, it excludes such loans 
(tom its accounts. The alleged profligacy of 
the states can only provide a rationale for 
this item of exper^ture; it cannot provide 
arationate for not including it under expen¬ 


diture Besides, state governments could well 
turn round and make a counter claim. Had 
the union government agned to transfer the 
sum of around Rs 1,300 crore which the 
Eighth Finance Commission had recom¬ 
mended for additional transfer from the 
Consolidated Fund of India to the accounts 
of the states in 1984-83, there would have 
been no need in the following year for the 
medium-term loans aggregating to Rs 1427 
crore; the culpability for this item has 
therefore to be squarely laid at the door of 
the centre itself. 

The majority of this nation still consists 
of simple; honest, trusting individuals. They 
take their government on trust. It is to them 
unthinkable that the national government 
will cheat on figures, or take recourse to sup¬ 
pressing facts. The untruth propagat^ 
by the authorities has been accepted as 
gospel and repeated times without number. 
Students, university and college teachers, 
professional economists, editors, politicians 
have kept on mentioning that the budgetary 
deficit in 1983-86 was less than Rs 3,000 
crore. One can burn up inside at their 
naivete. It would however be hardly fair to 
blame them. Notwithstanding the pervasive 
cynicism, they would not ever dream of ques¬ 
tioning the government’s credentials. In a 
stable society, the authorities, it is taken for 


granted, will be honest at least In the i»esen- 
tation of facts; without this assumption, it 
is .a milieu without co-ordinates, where one 
can only grope around. 

Once the govmtment is permitted to get 
away vrith tte kind of sleight of hand just 
narta^, it would only feel encouraged to 
indu^.io even greater brazenness. It could, 
for example, claim that the money it has 
given to the states fiar relief against natural 
caiaitiities most be exclude from the 
estimates of budgetary defidt. Or the 
amount it spends on defence Or the amount 
set down for ehsUri^ greato' internal 
securUy. It cpuld list a hundred different 
items of expefuBtiue vvbich it would describe 
as inescapable commitments. All such 
expenditure; it may wdl argue, should bdong 
to a qiecial eatery, arid, while calculating 
thb budgetary deEdt, kept outside the 
accounts, once more throng the device of 
a footnote idendfied either by an asterisk or 
a dagger. Once North Uock is taken over 
by an even more daring set of practitioners 
of this particular art, the situation could 
turn increasingly grotesque: while notes at 
one end continue to be printed in a merry 
sprint, the budget would conceivably be 
shown at the other end to be in balance, mid 
footnotes would take care of the disturbing 
phenomenon of runaway spending. 

The politicians are unlikely on their own 
to have hit upon this particular stratagem. 
The suggestion to scale down the actual 
quantum of the budgetary deficit via the 
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modality of a deadpan footnote must have 
emanated from persons adept at playing 
around with figures, such as advisers and 
espcris. They were probably under pressure 
from politicians to help relieve a gloomy pic¬ 
ture with a rosier touch. In a fit of cither 
desperation or abscntmindedness, they 
perhaps succumbed to doing something 
which they, at that particular point, might 
have considered as relatively harmless. 
Besides, they might have argued with 
themselves, they were not after all cheating 
all the way; the budget papers are intended 
for literate persons, such persons are not 
expected to neglect reading the relevant foot¬ 
note, which explained everything. 

If such was the case, are not the experts 
merely exposing themselves as being clever 
by half? For once the s|K>rt of skirting round 
facts gets going, it can soon turn into a spree. 
A demoralised government, facing dis¬ 
comfiture on all fronts, panics easily. It will 
consider with a deadly seriousness all 
schemes and proposals which promise to im¬ 
prove its public image, even if marginally. 
The practice of putting some cosmetics on 
facts is a standard ploy of governments 
placed in a predicament. Providing a fal.se 
picture regarding the si/e of the budgetary 
deficit IS however an exercise which goes 
much beyond; it is not minor snitching, but 
grand larceny. Once a government embarks 
on this path, there is no stopping. A bad 
workman quarrels with his tools, a dis¬ 
heartened, demoralised regime picks on 
basic statistics. It dislikes the estimates which 
the below-ihc-povetty-line statistical game 
thiows up; It does some massaging of the 
National Sample Survt'y data, aiul comes up 
with estimates more to its liking. It is disap¬ 
pointed beyond measure that, noiwiihsian- 
ding the v igoious pushing of the ImssczJ'uin’ 
line, import liberalisation, tax cuts and all 
that, the talc ot industrial giowth eontinucs 
to mark time. 1 he index ol industrial pro¬ 
duction is iheiclorc resirueturcd, witli an 
altered base and a new system of weights, 
so that, in its new incarnation, it can prove 
itself to be the answer to the government's 
prayers. 

Fiom seveiul points ol vic'w, this is a futile 
game, and a dangerous one too. There can 
be window-diessing of some data, some 
other data can be twisted beyond recogni¬ 
tion, but a flawed situation eaniioi be cor- 
leclcd iheteby. I he imly consequence will be 
that the legime becomes a victim ol its own 
illusioiiv. It will withdiaw behind a wall of 
fantasy, but ibis can be only a icmpoiuiy 
withdrawal. Kealily will soon begin to lush 
against the wall, and reality can be, under 
all ciieumstunces, a merciless, ferocious 
factor. I he si/c of the liscal deficit can be 
underestimated, the quan'um of tax collec¬ 
tions III the wake of a ivduclion in lax rates 
can be ariificiully bloated by including 
figuics that do not leully belong, the rate ol 
growth of industrial output can be perked 
up by dropping from the index activities 
which arc stagnating, tiade data can be 
manipulated so as to suggest that the 
balance of payments position is not as bad 


as is being generally assumed. But ultimately 
all this can be self-defeating. By such 
manoeuv res, problems are not tackled, they 
are only pushed under the carpet. For how 
long though? Soon, the various maladies af- 
flieliiig the economy will begin to show in 
a rise in prices, or iti a precipitous drop in 
foreign exchange reserses, or in a sharp 
inciease in the volume ol uiicmployment, or 
in the forced need to issue another three 
thousand crore worth of short-term treasury 
bills. 

1 hose who arc in the profession of politics 
live for today; they arc also these days knot\n 
not to be burdened by any excessive load of 
scruples. Fxperis and permanent civil ser¬ 
vants are expected to belong to a different 
system of values. Certainly they should have 
a stake in a stable system of national and 
government accounts, which allows likes to 
be compated with likes. They, more than any 
others, owe it to think hard belore encourag- 


QUITE often the critics of Reagan and of 
American foreign policy generally seem to 
suggest that the Americans arc very rigid and 
incapable of any imaginative initiative. This 
might be so in their relationship with 
Gorbachev and his friends. They are 
approaching Asia decidedly with greater skill 
and imagination. Unlike the Kennedy and 
Johnson administrations, the Reagan 
administration is, in fact, quite adept in con¬ 
ducting counter-insurgency and insurgency 
operations of its kind. It has done that in 
Afghanistan, necessitating a huge Soviet 
presence there. Everyone says that the 
Geneva talks on the programme of the Soviet 
withdrawal from Kabul might lead or are 
leading to a successful outcome. One does 
not yet know. We doubt it unless the Soviets 
are willing to accept a very different kind 
of government in Kabul. They have so far 
given no indications that they are. 

Another area in which Reagan and his 
men have shown great initiative is the Philip¬ 
pines. Kennedy and Johnson .stuck on to the 
discredited army generals. They did shift A 
and brought B in his place at times. But that 
meant only change of personnel. They were 
not interested in making the change look 
different. Reagan and his men seem to have 
done that. With Marcos and his “govern¬ 
ment by cronies” losing all credibility, they 
moved in fast and persuaded a section of the 
army to throw its weight behind Madame 
Aquino. Reagan’s nimble-footedness lies not 
very much in installing Aquino in the 
presidency as it does in making at least a 
seaion of the Philippino generals see that 
they have a fighting chance if they supported 
Madame Aquino. Once it is done, the next 
(ew steps can be taken to meet the require¬ 
ments of Philippines politics. 


ing politicians to play ducks and drakes with 
facts. 

A reason exists for choosing this par¬ 
ticular season for recording this note of cau¬ 
tion. The prime minister in his campaign 
trail in the just concluded state assembly 
elections presented an unnerving spectacle. 
Even allowing for the hyperbole the occa¬ 
sion demanded, the liberty he took with 
facts bordered on the pathetic, such as his 
assertion that the law and order situation in 
Nadia and Midnapore was even worse than 
in Punjab, or that the government of West 
Bengal, because of its incompetence, returned 
unutilised during the Sixth Plan Rs 1,200 
crore generously advanced to it by the centre, 
it should be the duty of experts and civil 
servants to impress upon politicians the 
socially necessary distinction between Tiction 
and tact. They will be ill placed to perform 
this function if they themselves are active 
participants in the devious pursuit of 
laundering data. 


It would seem that the next step has been 
taken. Americans have the longest ex¬ 
perience of fighting in the mud of southeast 
Asia, certainly since the war. One of the 
many generals associated with the grand 
American operation of saving the Asians 
from communism (by killing them) is a 
retired Maj General, John K Singlaub. He 
has landed in Manila. His trip was arranged 
through the good offices of one Francisco 
Sumulong who happens to be Aquino's 
uncle. Singlaub thus has a contact with the 
Philippino president. It is doubtful if he has 
travelled to the Philippines without Madame 
Aquino's knowledge and approval. Singlaub 
has an excellent relationship with the other 
president as well. He has described himself 
as president Reagan’s 'secret weapon’. 
Reagan’s weapons, secret or otherwise, have 
a well-defined purpose. But that need not 
detain us. The fact is that the setf-proclaimed 
‘secret weapon’ of Reagan has landed in the 
Philippines through the good offices of 
Aquino’s uncle. 

What gives his arrival a Robert Louis 
Stevenson novel character is that by his own 
confession he has travelled to the Treasure 
Islands of the Philippines in search of several 
million dollars worth of treasure and loot 
that the Japanese General Yamashita had 
buried in as many as I72 different places in 
the island. Gen Yamashita was erecuted by 
the allies in 1946. Ever since his execution 
the stories of the treasure he is supposed to 
have buried in the Philippines seem to 
surface from time to time. Recently the 
stories were in circulation again. Gen 
Singlaub is back here to look for that 
treasure. 

Gen Singlaub’s qualifications would, 
however, suggest that it is no\ the gems and 
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jewels thet the man is after. His experience 
is considerable He was the founder* 
president of the Wbrld Anti-Communist 
League' with the headquarters in Seoul. 
(Many KPH'raaders might wonder who and 
where the communists are. The last com¬ 
munist, they might argue, died with Lenin. 
But Singlaub and Reagan do not take that 
view. We use the word communists to mean 
those groups or parties whom Reagan and 
Singiaub would describe as communists.) 
Singlaub has the experience of fighting in 
Korea and Indo-Chiiu. But more important, 
as a private citizen he was able to supply aid 
to contra rebels fighting in Nicaragua. 

Way back in the fifties Gen MacArthur 
had promised the Asians that he would come 
back. He could not quite make it. Singiaub 
is keeping the date, so to speak. On arrival 
he had a meeting with the anti-communist 
leaders of Manila and some of the Marcos 
cronies. Obviously it cannot be for locating 
Yamashita’s treasures. He landed in the 
Philippines via Clark's base and not via a 
regular flight to Manila. What is the pur¬ 
pose of this visit? 

Singlaub seems to think that those who 
suspect that the visit may have something 
to do with planning an offensive against the 
communists are just “crazy”. He insists he 
is on a private visit. As the whole world is 
a private backyard of the Americans, he may 
be right technically. Wl^at the advanced 
world has done is simple enough. It has 
elimiiukted war on its soil and quietly 
transferred it to the coloured world. This is 
the reason why Europe's problem of peace 
cannot be our problem. But that is en 
passant. The point simply is that the 
advisors on how best to kill your own people 
are forever landing in Asia and general 
Singlaub is the latest of such arrivals. 

There has been considerable other evi¬ 
dence from the Philippines that a substan¬ 
tial operation against the New Peoplc^s 
Army (NPA) has begun in all earnest. The 
disturbing thing about the accounts of the 
battles within the Philippines is so familiar. 
Imagine a situation like this: “The rebels are 
shrewd fighters, moving endlessly by night. 
Armed mostly with M-16s... stolen from 
army depots.” Does it not sound familiar? 
Asia is used to such movements for the last 
fifty years or more. Nobody would suggest 
that the NPA would achieve success for 
certain. It might not. In the process, however, 
large-scale violence against the people would 
be let loose Madame Aquino herself travel¬ 
led to a tiny village called Padlao for the 
atonement of the killing of 17 villt^ers 
“including at least five children and a man 
arid woman in their 80s” who were mas¬ 
sacred by the 22-man army patrol which had 
landed there in seardi of “leftist rebeb”. An 
encounter fdlowed. Without pursuing the 
“r^ls” as they decamped into the jungles, 
the enraged soldiers went ahead and killed 
whomsoever they could locate in the villa^ 

All this is famiUar too. What is fofgotton 
is that institutions like the NPA or the cmn- 
munisu who might be backing it are not 
advocating a break-up of the Philippines. 


They ate a parallel national force This is 
different from the situation that exists in 
many areas, including our own country, 
where opposition to state has degenerated 
into opposition to a section of people who 
speak a different language or profess a 
different faith. In other words, it is not a case 
of the complexities of ethnicity that modern 
social science so elaborately explains to us. 
There is a national altemative in the Philip¬ 
pines. The NPA is a Philippine force. That 
makes the problems of Madame Aquino 
much worse than they need be. 

Generally speaking, it is true that the 
southeast Asia that we witness today is a 
post-insurgency southeast Asia. At a first 
glance the picture of SE and NE Asia 
appears to be so attractive. The prosperous 
ASEAN, the show-oiecxs of Singapore, 


Taiwan and South Korea together create an 
illusion that southeast and northeast Asia 
are perhaps a post-industrial society like 
Nakasone's Japan and Kohl’s Germany. The 
reality however is different. The fantastic 
rates of economic growth might well be 
hiding political crises of the worst kind. In 
a sense, therefore, the political battle is not 
yet over. It is too early to say if Aquino will 
come through successful in her enterprise of 
settling the communist insurgency. In the 
meanwhile Gen Singlaub would apply 
himself to the job. reminding us once again 
that there is more to the southeast Asia than 
high-rise buildings, advanced technology 
and rates of growth. The more consists of 
people and they are dying. But there is no 
gold more shining than the blood of com¬ 
munists. Gen Singlaub might say! 
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CIVIL LIBERTIES 


Afghanistan and Human Rights 

A G Noonmi 


IT might perhaps be necessary for the 
government of India for “reasons of state” 
to turn a Nelson’s eye to the Soviet milit^ 
presence in Afghanistan. But nted that drive 
it to try to prevent UN inquiries into the state 
of human rights in that unfortunate coun¬ 
try? This is precisely what the government 
of India has done over the years in regard 
to the UN’s special rapporteur Felix 
Emacore^s inquiries. The press has shown 
little imerest in the proceedings. Emacore’s 
reporUliave been barely mentioned. All too 
few have cared to comment. Nor have our 
intellectuals shown any concern about the 
plight'of innocent Afghatu. 

At long last, ,the patient Amnesty 
International has published a report on 
“Afghanistan: Torture of Political 
Prisoners”. About the same time late last 
year the UN secretary general transmitted to 
the general assembly Emacore’s interim 
report on the “situation of human rights in 
Afghanistan”. He has been at it since 1984. 
This is his third report. He was appointed 
special rapporteur by the economic and 
social council on May 24.1984. His mandate 
was renewed in 198S and 1986 by the com¬ 
mission on Human Rights. India opposed 
his appointment and the renewals of his 
mandate. 

Consider this passage in the report; the 
rapporteur “was able to see and speak to 
wounded children whose .injuries were 
caused by the use of these horrible 
weapons”, namely, “anti-personnel mines 
and booby-trap toys”. He adds, “as regards 
irvjuries sustained by children, the special 
rapporteur himself observed that they 
generally comprise serious leg and hand 
wounds which frequently result in amputa¬ 
tions; this, he was told, was the result of 
explosion of booby-trap bombs in the form 
of toys, of anti-personnel mines or of 
bombardments”. 

Amnesty’s report finds that “torture in 
Afghanistan is widespread and Systematic”. 
Only on two occasions—in 1980 and 
1982—has the Red Cross been permitted to 
enter Afghanistan. Like Emacore, Amnesty 
could interview witnesses only outside 
Afghanistan. The report is a thorough 
exposure of the systematic practice of 
torture, of the sham trials, of hideous treat¬ 
ment of detenus, of arbitrary arrests and of 
the utter absence of legal protection against 
any of these. Soviet panicipation in these 
offences is incontestable; 

It would be hehrful to rqnoduoe Amnesty's 
recommendations. For, in ways more than 
. one, some of them are valid, unfortunately, 
even in the vastly better conditions of our 
own country. Tite reader can judge for 
himself their relevance to our situatirm. How 


many of these can one safely dismiss as 
being inapplicable? 

(1) The highest authorities in Afghanistan 
should issue clear public instructiotu to ^ 
officials involved in the custody, intnroga- 
tion or treatment of prisoners that torture 
will not be toietated uixler arty circumstances. 

(2) The government should ensure that 
relatives, lawyers and doctors have prompt 
and regular access to all detainees, and that 
all detainees ate brought before a judicial 
authority promptly after being taken into 
custody. 

(3) Relatives and lawyers should be in¬ 
formed promptly of the whereabouts of 
detainees. No one should be held in secret 
or unacknowledged detention. 

(4) All places of detention, including 
KHAD centres and military detention 
centres, should be open to tegular indepen¬ 
dent inspection by an interruitional humani¬ 
tarian body with the appropriate expertise; 

(5) The Afghan government should esta¬ 
blish an impartial body to investigate all 
complaints and reports of torture. Its 
methods and findings should be made public. 
In particular. Amnesty International bdieves 
there is an urgent ne^ for an independent 
investigation into allegations of torture in 
KHAD centres. Complainants and witnesses 
to such an investigation should be protected 
from intimidation. 

(6) Steps shotdd be taken to ensure that 
confessions or other evidence obtained 
through torture may never be invoiced in legal 
proceedings. 

(7) In every case where it is proved that an 
act of torture has been committed by or at 
the instigation of a public official, criminal 
proceedings should be instituted against the 
alleged offender. 

(8) It should be made clear during the 
training of all ofBdals Involved in the 
custody, interrogation or treatment of 
prisoners, as well as members of the armed 
forces, that torture is a criminal act. They 
should be instructed that they are obliged to 
refuse to obey any order to torture. The UN 
Code of Conduct for Law Enforcement 
Officials and the Standard Minimum Rules 
for the Reatment of Prisoners should be 
widely disseminated- 

(9) Victims of torture and their dependants 
should be afforded financial compensation 
and provided with appropriate m^cal cue 
or rehabilitation. 

The rest that follows is quoted in full to 
throw light on Soviet behaviour: 

In view of the presence of Soviet personnel 
in Afghanistan and reports of their involve¬ 
ment in torture. Amnesty International 
believes that the following points are also 
relevant to the govertunem of the USSR in 
relation to its role in Afghanistan: 

(1) The government of the USSR should 


issue dew public iutnictioni to ofndals, 
induding members of its armed forces. 
Involved in the custody; interrogation or 
treatment of prisoners that torture win not 
be toietated in any dtcumstances. 

(2) The government of the USSR shoukl 
make public what slepe k has taken to investi¬ 
gate the persistent allegations that Soviet 
perionnd ate involved in torture, and the 
methods iuid findings of such invcdigatlont. 
faihne to subject such allegations to cateftil, 
public scrutiiv strengtheru ormcem that the 
allegaiiotu ate true and facilitates the con¬ 
tinuation of sudi activities as have occurred. 

(3) In pwticulw, the government of the 
U^R shwid indicate what, if any. prosecu¬ 
tions have occurred of military persotmel for 
ill-treatment of prisoners, and what steps 
have been taken fay the USSR ptocutacy (pco- 
kuratura), which, according to Article 169 
of the constitution of tlie USSR, has the 
power to supervise the legality of the acti¬ 
vities of all branches of the government of- 
the USSR including the activities of the 
military through the chief military procuracy 
established within it. 

(4) If these established mechanisms for 
identifying and remedying alleged abuses by 
Soviet personnel have not been effective; the 
government of the USSR should establish an 
impartial body to investigate the allegations, 
and its methods and findings should be made 
public 

(3) In every case where it is proved that an 
act of torture has been committed by or at 
the instigation of a Soviet official, or that 
a Soviet official is implicated in or has 
tolerated an act of torture; criminal pro¬ 
ceedings should be instigated against the 
alleged offender. 

(6) The goverrunent of the USSR should 
eruuie that it is rtude clew during the train¬ 
ing of its officials involved in the custody, 
interrogation or treatment of prisoners, as 
well as members of its wmed forces, and 
during the training of any such Afghan 
officials and mUitwy personnel for which it 
is responsible, thw torture is a criminal act. 
They should be instructed that they are 
obliged to reflise to obey any order to torture. 

(7) Where Soviet personnel are found to 
have been involved in torture the government 
of the USSR should recognise iu respon¬ 
sibility to ensure thw finan^ compensation 
is afforded and appropriwe medi^ cate or 
rehabilitation provided, 

(8) The government of the USSR should 
use all available channels to intercede with 
the government of the Democratic Republic 
of Afghanistan to ensure that reports of 
torture are investigated and that effective 
action is taken against torture. It should 
ensure t^W mOitary, security or police 
transfers do not fai^tate the practice of 
torture. 

(9) The government of the USSR should 
facilitate access by an international 
humanitarian body to prisonen in whose, 
interrogation or cu^y Soviet personnel are 
involved. 
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REPORTS 


ASSAM 

AU-Assam Students’ Union; Crisis of 

Identity 

Udaym Mitn 


ONE of the very first moves of the All- 
Assam Students’ Union« immediately after 
the Asom Qaoa Parisli^ was voted into 
oflioe; was to deny that the student body was 
a wing of the newly formed regional party. 
The AASlfs championing of the AOFs 
cause during the 198S elections had eroded 
its credibility as an independent ‘non- 
politkaT organisation. However; the AASU's 
involvement in. the polls was sought to be 
justifled on the ground that the elections 
were a virtual extension of the six-year old 
Assam Movement and, once the forces con¬ 
ducting the anti-foreigner upsurge were 
voted to power, the AASU wot^ resume its 
iiulependent role; Thus, AASU leaders have, 
time and again, been asserting the indepen¬ 
dent sutus of their organisation and have 
cautioned the AGP govenunent not to take 
AASU’s support for granted. In its effort to 
distance it^f from the ruling party in the 
state; the AASU adopted progratrunes aimed 
at mobilising public opinion on the slow im¬ 
plementation of the Assam Accord, the con¬ 
tinuance of the centre’s ‘colonial’ policy 
towards Assam, and against the abnormid 
rise in the prices of essential commodities. 

Even as the AGP govenunent was about 
to complete its first year in office the AASU 
observ^ a highly successful state-wide 
bandh to protest against the Cana Parishad 
government’s failure to handle the law and 
order situation effectively and its iiubiiity 
' to control its police force which was conti¬ 
nuing to behave as in the Congress(I) days. 
The bandh of November 6 last year was 
sparked off by the police killing of a former 
AASU activist, Ruikshit Barman, at Nalbari. 
Barman’s death resulted in a chain of. 
bandhs all oyer lower Assam and the govern¬ 
ment was compelled to at^oint a judicial en¬ 
quiry into the incident which seriously 
scarred the image of the Gana Parishad. 
But, the bandhs and other such agitational 
programmes notwithstanding, the AASU 
continues to be faced with the almost 
utuesolvable problem of extending active co¬ 
operation to the government and at-the same 
time charting out its independent line as a 
student organisation. This has naturally led 
to a crisis of identity within the AASU. For, 
while on the one hand it needs to avoid 
creating embarrassments for the AGP 
government, on the other hand it cannot 
turn'a blind eye to the growing frustration 
among the people over the non-impie- 
mentation of the Assam Accord and the 
method and style of functioning of the new 
government. 

One year of the AGP government has 


been enough for the euf^oria to die down, 
and the compulsions of office have effaced 
much of the gloss of the young ministers. 
The long agitation being Anally over, the 
accord reached and the party born out of 
it being voted to ofAce—all this seemed to 
have left the AASU without any cause. 
Moreover, AASU leaders at the different 
levels, long accustomed to agitational techni¬ 
ques, could not adjust, themselves to the 
chan^ situation where the government was 
with them and there was no direct enemy in 
sight. The earlier cohesiveness of the AASU 
seemed to give way and the AASU’s central 
executive did not have any clear-cut pro¬ 
gramme to offer to its local units. As a 
result, the different local units embarked on 
agitatioiutl programmes of their own, and 
most of these related to local issues. Local 
AASU units have observed bandhs in 
Golaghat, Sonitpur, Lakhimpur, Sibsagar, 
Jorhat and Dibrugarh on issues as diverse 
as protesting the appointment of pro- 
Congressfl) persons as members of the 
advisory committea of Fordgners’ IKbunals 
or municipal bodies, or the allotment of 
liquor-shop permits. The Dullgjan unit of 
the AASU has been having road-blockades 
and bandhs to press for the removal of OIL 
chaintum Maj-Gen Jattar, while the Sibsagar 
and Jorhat units have been agitating against 
the ONGC’s recruitment policy. All this is 
in marked contrast to the days of the Assam 
agitation when the local units strictly 
followed the directives of the AASU’s cen¬ 
tral executive and seldom launched program¬ 
mes of their own. 

This lack of cohesiveness and the central 
body’s gradually losing its firm hold over its 
constituent units have made matters difTicuh 
both for the AASU leadership as well as for 
the state government. This was clearly 
evident when the All-Guwahati Students 
Union, one of the more important consti¬ 
tuents of the AASU and one which played 
a :.ivotal role during the ‘uiti-foreigner’ 
upsurge, demanded the resignation of the 
Home Minister, Bhrigu Kumar Phukan, 
following the death of Parikshit Barman. 
AGSU volunteers paraded the streeu of the 
capital to demand Phukan’s ouster. Since 
then, relations between the Guwahati 
Students’ Union and Dispur hove been at a 
low ebb and efforts by the AASU’s central 
leaderslup to wean away the Guwahati unit 
fidm its Migeient stand have not had much 
effect. Rnally, in mid-January last, the 
police raided the house of a former general 
secretary of the Guwahati Students’ Union 
and arrMed two of its leading functionaries 


for their alleged links with ediemists belong¬ 
ing to the United Liberation Front of Assam 
(ULE\). The chief minister turned down the 
plea for the release of the mrested student 
leaders by saying that the arrests had been 
made beause of their extremist links. The 
call for a Guwahati bandh givoi by the local 
unit of the AASU to protest the arrests had 
to be withdrawn because the AASU executive 
refused to back it. Thus, relations between 
the central body and the local units have 
often been sour^ because of differences in 
approach regarding the functioning of the 
state government. A sizable section within 
the AASU is clearly unhappy at the affluent 
life-style of some of the Gana Parishad 
ministers and has even accused them of 
indulging in corrupt practices. Such criticism 
has led the chief minister to issue a direc¬ 
tive to all Gana Parishad legislators and MPs 
to declare their assets, but till date very few 
have responded. 

Tenth annual Conference 

It was against such a background marked 
by erosion of credibility and increasing 
organisational weakness, that the tenth 
annual conference of the AASU was held 
recently at Nagaon. Although there was a 
conscious effort at the meet to distance the 
AASU from the Asom Gana Parishad and 
the government, and a specific clause was 
added to the AASU constitution stating that 
no member of the student organisation 
could hold parallel membership of any 
political party, yet the presence of the AGP 
was felt throughout the conference. This was 
evident in the struggle for leadership which 
was unusually sharp this time. The hard¬ 
liners, who were in favour of dropping the 
policy of co-operation towards the AGP 
government, eventually lost to the moderates 
by a narrow margin. The moderates were led 
by the newly-elected president, Keshav 
Mahanta, who is rriated to the chief minister. 
The move by the hardliners to condemn the 
state goverrunent for its failure to implement 
the Assam Accord and provide for con¬ 
stitutional safeguards for the Assamese 
nationality was stalled by the moderates who 
concentrated their ire against the prime 
minister and the centre. As a result, no 
resolutions which could have embarrassed 
Dispur were adopted, and there was only 
soft criticism of the sute government for its 
failure to speed up the detection process and 
resolve Assam's boundary disputes with the 
neighbouring states. 

The conference ended with a rather 
ritualistic condemnation of the centre’s 
policies towards Assam and a threat to 
launch a fresh mass agitation to get the 
Accord implemented. Tho.se who had 
expected the Nagaon meet to usher in an 
AASU line totally independent of influence 
by the AGP were disappointed. 

That the AGP hand was actively at work 
during the AASU's annual meet has been 
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borne out by a particular resolution which 
calls for the indefinite postponement of the 
ensuing panchayat elections in the state till 
the names of foreigners are deleted from the 
electoral rolls. There is scope to believe that 
this resolution was adopted at the behest of 
certain sections within the ruling party 
which would like to see the panchayat polls 
postponed. The AASU resolution calling for 
the postponement of the panchayat polls is 
fraught with severe political consequences. 
If the AGP government decides to use the 
AASU demand as an excuse to put off the 
panchayat polls, then elections to all other 
bodies in the state could also be indefinitely 
postponed. The AASU conference also 
resolved that the bye-election to the Nazira 
Assembly constituency too should be defer¬ 
red until the names of the foreigners are 
deleted from the voters' list.s. The Nazira 
.seat, held by Hiteswar Saikia, has fallen 
vacant following his appointment as gover¬ 
nor of Mizoram. The AASU move comes 
at a time when there has been growing 
criticism of the Cana Parishad for its un¬ 
willingness to face the electorate Fifty three 
municipal bodies in the state are at present 
being run by ad hoc committees appointed 
by the government and packed mostly with 
AGP supporters. The bill asking for exten¬ 
ding the period of supersession of the 
Guwahati Municipal Corporation was 
strongly criticised by the opposition which 
demanded immediate corporation elections. 
(The Guwahati Municipal Corporation has 
been under supersession since O^ber 1982.) 
The regional press, which played such an 
important role in bringing the AGP into 
ofFice, has also criticised the government 
action in strong terms. For example, The 
Assam THbune in its editorial of March 9, 
1987 commented; 

In ai^ event government should accelerate 
the process and go for election at the earliest. 
Otherwise it may lose credibility... govern¬ 
ment may also well consider holding of elec¬ 
tions to other civic bodies where these are 
due. In many Municipal Boards of the state 
ad hoc bodies have been constituted with 
men mostly of the ruling party, following the 
example set by its predecessor government. 
It is high time that the AGP government set 
an ideal example and abandoned the prac¬ 
tice which was followed by the previous 
governments. In this connection it may be 
mentioned that elections to Gaon Panchayats 
and Gaon Panchayat level Samabay Samiiies 
are also overdue. 

The AASU resolution on the panchayat 
polls could seriously damage the image of 
the AGP which has pledged itself to restore 
the democratic rights of the people and to 
whose credit it must be said that it has 
scrupulously avoided till now the use of 
preventive detention provisions against its 
political opponents. Also, under the AGP 
there has t^n little governmental inter¬ 
ference in the holding of tallies and proces¬ 
sions by opposition political parties. It 
would, therefore; be most unfortunate, if the 


AGP were to diy away from elections to local 
bodies because of its own organisational 
weaknesses. For, in the past one year in 
ofTicc; the AGP has done little to gear up 
its orpnisational strength and has been busy 
distributing loaves and fishes to its own sup¬ 
porters. Panchayat polls at this juncture, 
especially with the furore over evictions, may 
not be to the advantage of the ruling party 
in the state and this could have prompted 
certain sections within the AGP to get the 
particular resolution adopted by the AASU. 
Such a step could be mutually damaging 
both to the ASSU and AGP. 

FILLING THE VACUUM 

With the AASU becoming increasingly 
bogged down with inconsequential issues 
taken up by its different local units and the 
central executive of the organisation being 
unable to provide any co-ordinated plan of 
action, other organisations with a strong 
regional appeal seem to have gained the 
initiative The A ASU's closeness to the AGP 
has helped the Asom Jatiyatabadi Yiiva 
Chatra Parishad to increase its appeal 
among those sections of the student and 
youth community who had been actively 
involved in the Assam movement and who, 
after the AGP’s coming to power, are being 
increasingly disillusioned. Formed in 1978, 
the Asom Jatiyatabadi Yuva Chatra 
Parishad (AJYCP) became one of the most 
active constituents of the All-Assam Cana 
Sangram Parishad and built for itself a 
strong base during the agitation period. 
When the Assam Accord was signed, the 
AJYCP expressed itself against it but later 
changed its stand and supported the AGP 
candidates during the 198S elections. After 
the formation of the AGP government, the 
Jatiyatabadi Wiva Chatra Parishad has been 
increasingly mounting pressure upon the 
government on issues lilw employment for 
locals, issue of permits to new entrants into 
Assam, the speedy and proper implementa¬ 
tion of the Official Language Act and 
safeguards for the Assamese people. The 
AJYCP has accused the state government of 
failing to work out a clear policy regarding 
tribal land and has demanded that TVibai 
belts and blocks should be strictly reserved 
for the tribals. Unlike the AASU which is 
amorphous in character, the AJYCP pos¬ 
sesses an ideological orientation which is 
based on a strong appeal to Assamese 
nationalistic feeling, while at the same time 
emphasising the need for an egalitarian 
society. If the writings of its leaders are any 
indication, then the AJYCP’s demand for 
dual citizenship and greater autonomy for 
the states seems to be a step forward in its 
quest for a ‘liberated* Assam. Though quite 
muddled about its class approach and 
‘socialistic* pronouncements, the AJYCP 
maintains that in its fight against exploita¬ 
tion by the centre, its two main planks would 
be nationalism and communism. In a recent 
article, the secretary of the AJYCP, Bipul 


Mahaiuta says: 

One thing is dear. We ate not opposed to 
communism. We consider class struggle 
a step to national struggle. In India’s 
Bangladesh liberation struggle, the people 
were deprived of teal freedom because of the 
absence of a communist ideology. Thay’s 
why we are talking of building communism 
on the foundation of nationalism. 

The AJYCP's ideology, however muddled 
it might be, finds ready response with that 
section of the youth who are disillusioned 
by both the AGP and other parties and yet 
who would like to combine their Assamese 
nationalistic feelings with a struggle for a 
more equal society. The class approach and 
'socialist ideology* lend a veneer of respec¬ 
tability to an organisation which is other- 
wi.se narrowly regional in outlook. In an 
obvious attempt to take the wind out of 
AASU’s sails, the AJYCP has announced a 
programme of dharna in front of the 
secretariat at Dispur on April 10 to be 
followed by a 24-hOur statewide rail-roko on 
May 1 to bring pressure on the state govern¬ 
ment for the implementation of the Assam 
Accord. The AJYCP's militancy could be a 
serious worry for the AGP and the AASU 
in the years to come. Given its earlier record 
of militancy, especially during the course of 
the Assam movement, the possibility of 
eventual links between the AJYCP and 
extremist outfits like the ULFA too cannot 
be ruled out. The ULFA’s garbled socialist 
ideology is quite close to that professed by 
the AJYCP and both talk about the ‘libera¬ 
tion* of the Assamese nationality with one 
major difference, however, in the methods 
to be adopted—the ULFA pins its faith on 
armed struggle whereas organisations like 
the AJYCP arc still wedded to peaceful 
means of .struggle. 

Apart from organisations like the 
Jatiyatabadi Yuva Chatra Parishad, the 
student and youth wings of the Left parties 
are also rallying in the state’s politics, thereby 
posing a challenge to the once mololithic 
power of the AASU. The CPI, which is the 
convenor of the All-Assam Oil Refinery 
Sangram Parishad for the esublishment of 
a refinery in the public sector as against the 
private sector one stipulated in the Assam 
Accord, organised a huge peasants’ rally 
at Guwahati recently and seems to have 
neutralised much of its earlier alienation 
from the Assamese people by insisting on 
the full implementation of the Assam 
Accord including the quick granting of con¬ 
stitutional safeguards. Therefore, in the 
changed political situation in the state, the 
AASU will no longer be in a position to 
command the unquestioning Ir^ty of 
the Assamese-speaking people of the 
Brahmaputra Valley. Its continued relevance 
as the m^or student organisation of the 
state will depend on its ability to finally 
distance itself from the Asom Gana Parishad 
and to work out its own independent 
strategy. 
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Fhysto^omy of Some Pioscribed Poems 

K Balagopal 


/ did not supply the explosives 
nor Ideas Jbr that matter 
It was you who trod with iron heels 
upon the ant-hill 

And from the trampled earth vengeance 
was bom 

It was you who struck the bee-hive 
with your lathi 

The sound the scattering bees 
exploded In your heart 
And your shaken visage was 
Matched red with fear 
When 

the victory drum In the heart of the 
masses 

you mistook for a person and trained your 
guns 

Kevolutlon reverberated from the four 
horizons 

THIS poem wu written in the central prison 
at Warangal by Varavara Rao in January 
198S. That was the flrst of the three Janu¬ 
aries in succession that he would spend in 
Jail; at that time he had been remanded to 
prison on three charges, applied one after 
the other, so that the total period of remand 
would be as long as possible: each charge 
was applied after he came out on bail in the 
previous one. The gist bf the chafes was 
that he had supplied explosives to naxalite 
youth and had organised a conspiracy to at¬ 
tack and kill a circle inspector of police. The 
inspector, as a matter of fact, was neither 
attacked nor injured, let alone killed. It was 
in an inspired poetic response to this charge 
that Varavara Rao wrote this poem confess¬ 
ing ‘I did not supply the explosives, nor ideas 
for that matter’. 

Wheit he finally got bail on all the three 
charges, the police tried to keep him in jail 
by manufacturing an NSA warrant against 
him. If they had played it safe by just men¬ 
tioning the same three charges as the grounds 
of detention—a time-honoured method of 
defeating bail orders—the distria magisttate 
would have had no option but to sign it; but 
the police were a little too ambitious and 
ad(M one more ground: that Varavara Rao 
had entered into a criminal conspiracy with 
underground naxalites to kill some people; 
unfortunately the dates they chose for the 
conspiracy >.>ey invented—in keeping with 
their contempt for veracity—were three days 
on which Varavara Rao was still in prison, 
and tl\|! district magistrate refused to issue 
the warrant of detention. For this and other 
similar inducretions he was later in the year 
to be transferred to an obscure posting at 
Hyderabad. 

Ibday Vkiavara Rao is once again in 
prison at Secunderabad. He has been there 
for more than a year now. This detention is 
‘voluntary’, for he had no other way of 
safeguarding his life from the murderous 
ptdice of the state He therefore got his bail 
in the decade-old Secunderabad conspiracy 
case cancelled and opted to go to jail. But 


the state is unrelenting in its witchhunt of 
this most persecuted poet in India’s recent 
history. The ground is prepared by police¬ 
men—the superintendent of police of 
Wlarangal, for instance—declaring in press 
interviews that he is no poet at all, but a 
rabble-rouser; and then a volume o£ non¬ 
poetry of this non-poet it proscribed by the 
government through an order that is quoted 
in a press release but—nearly two months 
lata-—is yet to be published in the gazette. 

Simultaneously the state places extraor¬ 
dinarily seven—and illegal—restrictions on 
him wWe he is in jail. There is no provision 
in the prison manual of AP to prohibit inter¬ 
views for an undertrial prisoner with any 
clus of visitors; the only provision is a 
punishment clause that allows the prison 
superintendent to cancel a pristmer’s inter¬ 
views for a specifled period and that too 
only for infringement of prison discipline, 
and neither for the prisoner’s politial bdieft 
nor for any consideration related to the 
gravity of the charge he/she is accused of. 
And even this punishment is to follow the 
principles of natural justice, as emphasised 
by the Supreme Court of India in Sunil 
^tra vs Delhi Administration. %t, ^%ravara 
Rao, who is not an NSA detenu but tech¬ 
nically speaking only an undertrial prisoner, 
is being allowed interviews only with his wife 
and children, and that too with a special 
branch policeman sitting almost between 
them and taking down every single word of 
their conversation. Books sent to him by 
friends are frequently withheld and he if 
allowed to see only one newspaper and that 
too the one chosen by the jailor. 

If all this seems maniacal and paranoid, 
then the only explanation is that it is so; as 


Spttidlr^ jias } 

He hhnseif got seam 
He got scared efJmbitaiiaim 
He got seared pf tmer ,' 

He got scOmdei^ttHtaah 
He goemcaetdeof shadams 
• ♦ * ^ ^ 

He shackled atvty 

But srhen lltehaed-oiffs moved 

Hejgotseam'dtBuhttn4-f'; 

It is diffig^^ iq^ con- 

mentary upoa. dHejylmjima,pdte^\ion. 
But then the 
answer, in a pooB 

Moloise; when the^4^..p<'il‘n|nMe(l 
era throttles the bilhiwtng,<ium ttf time: 
Neither does hloodflaw nor tears 
Lightning becomes thunder 
Raindrops become a tUaf-wave 
Mother Earth wipes 'her efes 
And the poet's message 
Flows out from between the prison bars. 
Persecution thus makes some kind of 
sense, and its futility is equally evident but 
one is still left wondering why the persecu¬ 
tion must take the form of proscription. 
Even if NTR’s ingrained arrogance makes 
him insensitive to such matters, and the 
average policeman’s hatred of writers (the 
viciousness of tlTit feeling must be exp^' 
enced to be understood) has an equally 
deadening effect on the imagiruitiona of the 
higher-ups in the staters pcdice, some bureau¬ 
crat or advisor somewhere (and NTR does 
have some friends who profess to believe in 
dialectical materialism and should therefore 
know some history) must have told the rulers 
of the state that even in the most esetraor- 
dinsay circumstances proscription of poetry 
goes down badly with the articulate public 
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If they have ojfwrifteless gone through with 
the ban, then thete tniHt be something intra 
in the iioems (bat has hurt a particularly raw 
nerve. If one keeps >n mind the faet that 
about the only thing that waily touches a 
raw spot in the ego of NTR’s administtation 
is ctfeciive ciiticism of ii.s police, then the 
full rationality of this unreason becomes 
clear., 

For while (he proscribed cdlection IS called 
^Bhavishyat Chitrapatanf (‘Piettue-frame of 
the Fipaw’). iw most trenchant and moving 
't poems deal wttji themes, not of any revolu- 
! lioti, btit 'police torture and killings. These 
isrr-not perorations that describe the atroci¬ 
ties in gOry'detail (the highly Sanskritised 
tiature oi literacy Telugu makes it perilously 
:ipi for .cucli tbunderings) but poems full ot 
irmiy. sensitivity ai)d, of course, anger. The 
best of Vfiravara Rao’s poems have the extra¬ 
ordinary qualit y of curving into themselves 
in a loop as tbt^ move forwardi much like 
, 4 cifcijnifcrcntia,! point on a moving wheel, 
\vlieie,a thoughtful involution rides ait un- 
coinprotui.sing. objective movement that 
drjvy.s'the. focus of the involution forward. 
Being ncithci a poet nor a competent critic 
o/ poetry I would not venture to stake tpo 
much on the idea.(hat this is perhaps what 
lyifaixist iioctiy should be like, but (hen his 
poetry itself is worth studying in aity serious 
attempt to answer that question. , ■ 


are the poet’s, the thoughts belong to the 
butcher himself, whose-deposhion befora the 
sub-divigional m^ittrate at Kamareddy 
must be among the most extraordinary of 
its kintL 

But tM poem that pmbbbly huit the raters 
■most is 'tDance of liberty' written in 
resptmse to a speech made the Stine's 
home minister in Kartibnagar, at the l^g^t 
of ‘encounter' kiUingl and other brutal 
fbrms of police atrocities in the district.’In 
that speech the home minister, Vasanta 
Nageswara Rao, claimed that the state'was 
now made safe for the untrammelied play 
of liberty and freedcih. The port plays ujjion 
the hoihe minister’s'unusual surname 
‘Vasanta’ meaning spring. The spring god, 
in a macabre modd, inritei the dancing girl 
of liberty to come and pl^ Holl with blood; 
Dancing gik'of nheriy 
come dance! 

■ / have prepared the'Stdg^ of Peace for you 
t have prepared the-cremation ground 
for you 

In the shade of my hood 
In the shade of my power 
fn the shade ^ the rulers’ umbrella 
Held aloft abarve.my power 
Dancing girl of liberty, 
come dance! 

The poem describes one by one the fated 


ates such a powaftil image of blood-thirsty 
cruelty thatrt is;diffiOutt'(o^iMcth«t'rulers, 
of the calibre thmiwe han iU'thirrtate'WkmId 
react withany-urgeother'thanilhedes&e to 
proscribe the whole lot;‘''i 1 • n 
. .'lidsspeculationteabouttwfaaeitAliyhurt 
the raters of this sute; whab^grduRdS they 
havg.chpiien ifx itKl(cateMthe>ptoiicrit^^ 
order are as yet unknown jii^ esupnt^ not 
very teleyant except jfqr„dis,,pulrpppe of 
challenging the qq|er ina cq.ugt.ic^^ In 
the order t|(ey am bouQd. (putdi^ giwnds 
that will conform^to whatev^ (awitiieipro- 
scription is order^ under. In any,cg(^ the 
courts in our countiy hay^ an 

unequivocal Stand iti Ybe inattef of.fr^om 
of expression. In this, .as witi) the pif the 
fundtoehtal fft^oths bf bouf^is.dyilisa- 
tion, the exceptionat.^clause$ in icicle ]l9 (2) 
to 19 (^) of tte I ndiahiixsk^tufiro tl^ ^ow 
the freedoms to be taken away have genrtally 
received juridical preference overi 
wtdeh allowsahe fnedonis in the first (dattei 
Vatavara Rasfs coUectibni therefore^ will|^ 
bdily stay-bumedi--but then-tand here is the 
most incongruous tail-piece you-htne ber 
heard) all the poems in the collection‘hate 
been published in one mdtaziheor'dw bdfbr 
during the last year or two; have been'read, 
re-read and quoted, and thecollectioit itSeff 
has already been reviewed in many‘of the 
'telugu dailies. Which only goes ioproVe tHat 
reason is of no cotise({uence' for feudal 


■ One poem that must certainly have hurt 
NT It’s police is the one entitled ‘bulchCr’; 
h is the tale told by a Muslim butcher of 
Kamateddy town 'who was witness to the 
ksfliiig of ;i ‘radical’ youth on May 15,1985. 
'I'hebov. a jiiiiior college student, wa-s caught 
W the police w hen he was going around the 
hwti asking shop keepers to pull down their 
shutters III piolcst against ‘encounter’ kill- 
ing<; They took him to a buiy crtsis^roiadji;. 
^nd beat him to pulp in piiWic riew withrifle- 
:,biitt.s ‘a.s wc beat a simkc' .ifl theiWqids of. ■ 
.ilt Varavant llab’s ^etn hdlui^^ 

l‘fi^.jtt'^dor.0/flesh : V 
yoii Wnt 'M call me d butcher 
then that is as you wish 
'1 f kill animals every day 
f cut ihar flesh and sell it 
■i dlood to me is a familiar sight 
But 

i;^ It was on that day I saw with my own eyes 

■ffThf i^l of being a IpAckef ,,. 

(''■•'.f ' ■ C,-. ■ ’(■; ' . 

) too take lives . , - , . 

but never with hatred 
/ do sell flesh '' 

r\ hut [ have neve sold myself 

t 

i * * * 

^ 1b me who kilts goats every day 
The meaning of the cruelty that 
‘ combines and conspires to take^ a life 
< fibs revealed that day. 
tlj^lillll^.iirecise words, it must be added, 


. ‘encounter’ killings of that period and ere- pique. 
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Kotwal Report 




.-(I,.."!))-' ■ ■*.( 

twfuM outside the 
i|i4ustry,*Ut workers of, 

(K^ila.a^l^ pi|l„,wQr>m wMle prq^alg a ~n«" ti ,—u tU^ v».»,<.i 


i.MO<>.!mtwtisal o)tpo?tw^.i» a dlamp^Hib 
.a»r«g«nis.reinedip)jm«i|stires. Thetcrina.pf 
.nfpntnaa.of; Uie„'Kotwnl <:k>tsunitte^ -were 
,>;lh^t«(l: lo .' idliFotilyinft Ute nifflidN;tf.. of 
'Workan ‘diqpbGffl’ ooa«cKfimt of OMpimtls, 
i Rtlifincai, deaths, dta, from.the.Bondwy 
mills; dufind ^he strike, and the tprteitt of 
.unpaM duteowed to iwh worfcm. The short 
report^ howcwtr,,.also sketchily goesJnto 
rnmOof themhneots of thetmtile mdustry 
and):hrieffy reeordt. the- mbmissionat of 
. i{uuona.>aa4;SDaBge<oent on various strike- 
ielatcdr,issu^ 

Ihe statistical effort is comitumdabln The 
^ figuies bring outthe massive effects of the 
strike as well as the ottentof pumshinent 
I <meted out toi the workers for th^ act of de¬ 
fiance. Though the strike began in 7 mills 
I from October 21,. 1981, dw industry-wide 
. strike started in the remainder of the city’s 
dOmillson January 18,11982, andisofEiciaUy 
tdeemed to have ended on August 2. 1983. 

■ Inteieatingly, Samant's Maharashtre Oirni 
Kanlgat: ilnton has not formally caUed off 
' the strike tiU datn Thestrikeicsulted in loss 
of production worth of Rs 985,31 erore, 
while the workers lost Rs 90.13 crore in 
wages. The report puts the total lossof man- 
days at 363.13 Takh; ; 

'' The number of workers evictM-ikom the 
■industry during and because Of the strike'is 
staggering, and the l&rtwal figures outstrip 
- att othef rough estimates made earlier. On 
‘ the' evte- of the sfrifc^ the total number of 
’ wprfcirk on the rolls of the ^inbdy rnills 
'wbte 2:32 lakh, including 80,000 baiili or 
bkf iuU workris. Of thhSA only 1.69 lakh were 
. dethUly workrhg. The situation nearly five 
''^eirs iuier, oh OchXiiri.11986: wdii i:36 tsikh 


in^ati^^f .mill”. Thpi^glh the Ijlptwal report 
.figures; speak fpr their^ves. the,committee 
wed to ctdl^e manggeitVhts’ bluff on this 
cqunt...,,,' 

, .Besidics the,massive.eyiction of labour 
.ftpip thg teatilc iinduairy:..the, report, also 
shpws. up^lhe huge noiwtary fraud com- 
mittedi.by the miUs pp these.displaced tn- 
t^ worlwrs. .The legal dues owed to. these 
over-opc: lakh .dismissed and .driplaced 
. workerssiands at a whopping/Rs 22.47 croie; 

: and.this exotudes.ihe duo payable by three 
dosed private nulls siime flgMrm idating to 
those mills wen not availhble. The 24 
Natioiud Ibctile Corpontlon <KIQ and one 
Maharashtra, llxtile Corporation. (MTC) 
mills, alt public sector enteepriset, are the 
biggest ddaulters owing Rs 13fi3. crore in 
dues to workers. Even in the face of these 
. statistics,' the. mill managemmits stnugbt- 
facedly Ued to the KotiMl Committee assur- 
ing that “the legal dues as. shown payable 
to all the (displaced) workers wiU be 
Immedratefy paid on their pnsenting 
thCmtelves at their respective thills'’; The 
' report findings show that 23^638 workers 
belonging to theNTC and MTC millS'and 
22,917 workers of privately-dwned mills have 
been denied their dikes. This means that 
nearly half the displaced workers—46,375 
wori^ to be predse-i^OT still teing denied 
their earned monies even though they have 
been “bRsenting themselves” very often “at 
thdr respective mill gates". Thus, in this 
respect tbo, the Kotwal Committee merely 
records the ntills’ bald lies lather than con¬ 
fronting them with the fadts. 

'' The report also records that 29 mills are 
guilty of not depositing (he prrivideiit fitnd 
' amounts with the prorident fund coramis- 


' "dn tht rolls 6T the miljs sri'th 120 ' siOher. This includes both their own con- 
''Iglth swi^lly at ytoric-^a r6dttdtion of 33 per tribiiUon as weB as wc^Crs’ contributions 
the telt^'ikprktotce of the cjty. The which had been collect^ but not deposited. 
I'kjlt^ re^rt gives ^'bi^kup of thg strike- the tpthl "embezzled” ’ amount works out 
' \afW(ilj^^^ fi^lIpWs: 8,929 retlr^ tb OWSr Rs 4.76 crore. In spite.of fa&hfully 

i^rag Strilt^'42,^ ^ ri^iriing th', massiVe fmud oh the poor 

' wm mhbl dts'miss^'pl disch^^ by the wbrkei^. t^' Kdtwal (jpipinitt^ is totally 
2,|6M died,ilUring lHe strike.' then lanih pehaHjes or methods (o 

'ul^mlai^bnfririhevep.liigh fdrije.the mills tp cojymhjip ^he workers’ 

^ grah.d .hm bf.tlm^ Idisplw^’ 'dui». It, limits it^f to (di^ly nosing .that 
.^u^'erintgi to ;I,'i{^.h^,.'qr.'t( 4 arjly .^ppt “sinbe.both the'ni^ag(smepts ChlTC and 
ol|4liie,prjtj4jika;jii^kf9j^^ jnills) have .^ven a, Son (s»f) 

.'amiftanpe that the dues pa^ble... will be 
m.figjm thpw|,;iip«^r, jpua^ljmrnediately, it isJmped that-the unions 
' !ejpdipe ln^,i|«ipi%foi^ tp.i^ ;,.cppa(inn£d will voluntm tp, assist textile 
i^iT^.discr^n^^bekifpen, jtlm. two ..workers (ptecover.ttieir.J(egiamate dues’’So 
rement’ figures is accdunt^.fgir by 


tlacement 

, 1 dwriwwijfimiibaR 

, n^i^.23,0^ {ir«hi^h|ian(ls> mill 

.gqkSliaiWris pasaad t^jhis mpFubment 
befot#tbe Kotwal Committee as *’Aot new. 


the only m$4iin^ry .,purposed by Kotwal 
is the,,assistance of,the lunicns.- and the 
‘epfpmingimKaey.’ enyisagod is the “firm 
assunmm^vOf thc-managements. If the past 
record of the mills, as indicated by the above 


figures, is any indication, to believe in and 
things to “firm assurances” of the 
mills, lends very little credibility to the 
> Kotwal Committee’s bona fides. 

In lesfiect of the provident fund "embezzle¬ 
ment” the report holds the mills ‘guilty of 
committing breach of the provisions of the 
Emplt^s Provident Fund Act”, and asks 
the government to take “immediate suiuble 
action for recovery... by penalising them 
for default”. Could not the same steps be 
proposed for the recovery of the other much 
larger dues which the mills are still cri¬ 
minally denying the workers? In fact the 
government is fully within its rights to con¬ 
stitute special tribunals under tbe Bombay 
Industrial Relations (BIR) Act and refer the 
qumtion of dues and prosecution of erring 
managements to such tribunals. Identifica¬ 
tion of a problem without proposing a 
remedy can only attract the charge of 
. collusion. 

The other aspects of the report (Urther 
expose the "Congressism” on Manohar 
Kotwal. His proposals are a few sparse 
platitudes with hardly anything concrete. 
The report begins by hailing the traditions 
of struggle of the tactile workers but goes 
on to blame them for their “immaturity and 
lack of understanding” for going on strike, 
and finally admonishes the ’Adventurist 
union” for inflicting “maximum sufferings” 
on the textile workers. The role of the 
government and the mill owners finds no 
place in the Kotwal Committee's analysiaof 
the reasons for the “maximum sufferings” 
of textile workers. As regards remedial 
measures for the over one-lakh displaced 
workers, the Kotwal report urges tte mill 
owners to “look at it from a humanitarian 
angle” since they had a “moral responsibility 
towards their own workmen who stood 1^ 
them against all manmade caiamiticsf?)...” 
For the government, the only proposal is “to 
examine the cases of displaced workers 
through a special machinery... to give them 
relief including rehabilitation. “The special 
machinery proposed is not defined nor is it 
clarified what sort of relief and rehabilita¬ 
tion is envisaged for the displaced workers, 
and whether it should be enforceable on the 
mills at all or not. Such vague and general 
proposals can hardly be taken seriously by 
the government. 

TM Kotwal report also records the spirited 
blea of the mills to be allowed to sen their 
suiplus lands so as to make the units viable. 
The mill representatives cleverly attempt to 
link the payment of dues of workers to the 
sale of their surplus lands. Fortunately, the 
report rejectt this proposal and insrcad sug¬ 
gests that government take over the lands to 
house tetUle workers. The report correctly 
points out that for the majority of textile 
workers living in slums and dilapidated 
chawls, the government has done nothing 
since independence in the sphere of hous¬ 
ing. It the^ore suggests that the opportuni¬ 
ty “to provide shelter to textile workers in 
the city itselF’ should not be lost. 
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Ethnic Conflict 

, Aaghar Ali 

THE whole of South Asia which includes 
Sri Lanka, India, Bangladesh and Pakistan 
is presently faced with acute ethnic conflict. 
The Tamil problem in Sri Lanka, Hindu- 
Muslim and Hindu-Sikh problem apart 
from other ethnic problems in India, the 
Chakma problem in Bangladesh and the 
Pathan-Muhajir riots in Karachi, Pakistan, 
have repeatedly attracted world attention. In 
the modern era of rapid communications 
and uneven development, no country can 
escape the fate of being a multi-ethnic, 
multi-religious or multi-lingual society. In 
such a situation, tty forces of development 
and change generate pressures leading to 
ethnic conflict. The in(ensilp^<ii^''tn^': 
pressures is a function of the ^gfee of in- 
equitous distribution of the fruits of 
development. 

Either there have been no honest efforts 
to solve the problem or the pressures have 
been such as to defy any solution. The pro¬ 
blem of ethnic conflict has persisted in all 
these countries of South Asia. In case of 
India the ethnic problem, particularly that 
between the Hindus and Muslims, has deep 
historical roots. The Punjab problem is of 
recent origin. Nevertheless it has erupted 
with a volcanic gusto. The Tamil problem 
too is of recent origin and has erupted with 
no less violence. But the Karachi riots bet¬ 
ween the Pathans and Muhajir took the 
whole world by surprise for the degree of 
violence and brutality. 

What are the roots of this ethnic conflict? 

Is it rooted in the developmental processes 
in the third world? Can its roots be traced 
tcaethnicity itself? Does this conflict owe its 
origin in the human psyche or the combina¬ 
tion of all these factors? The problem would 
continue to be debated, both among laymen 
as well as experts. It may be difficult to reach 
definite conclusions but even then the debate 
is necessary. It certainly helps to achieve 
clarity considering that there are a number 
of complex issues involved. 

It was perhaps with this purpose that the 
Centre for Ethnic Studies, Colombo, orga¬ 
nised a three day workshop in Kathmandu, 
Nepal, on ethnic conflict in South Asia. The 
workshop took place from 15 to 17 February. 
Noted scholars from Sri lanka, tndia and 
Pakistan took part in the well-structured 
discussions. Unfortunately no one came 
from Bangladesh. 

Ethnic QubsnoN in Sri Lanka 

The discussion began with the{p>blem in 
Sri Lanka. Michael Robert of Sri Lanka 
presented a paper on the Moors (Muslims) 
of Ceylon. He particularly referred to the 
riot of 1915. Muslims compose around seven 
per cent of the population of the country 
and they are concentrated in the eastern pro¬ 
vince as well as along the vrcst coast. 
Muslims in eastern province are rural based 
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whereas those along west coast are traders, 
some of them being quite rich. 

It is interesting to note that the riot in 1915 
began on the issue of music before a 
mosque. The riot started in Candy and later 
spread to other parts. In all 17 mosques were 
burnt down and 86 damaged. 25 Muslims 
lost their lives and a targe amount of pro¬ 
perty was damaged. It is equally interesting 
to note that rumours played significant roln 
It was rumoured that Muslims were about 
to attack and that they had gathered arms 
in the mosques. It was also rumoured that 
the Muslims were indulging in inhuman 
atrocities. They beheaded a Buddhist priest 
- his head was packed 

m a nsh crate Later on the priest was found 
alive and was produced before the public. 
It was afso rumoured that several Sinhala 
children were killed. 

Analysing the causes of the riots Michael 
Robert said that the Sinhala aggressiveness 
could be ascribed to religious revival which 
began in 1868. A strong sense of nationalism 
coupled with anti-westernism emerged 
among the Sinhalis. It also assumed a 
strongly anti-Christian character. The 
anti-colonial struggle tended to become 
chauvinistic among the majority com¬ 
munity. Amon#Muslims too, there emerged 
a revivalist trend. Both the revivalisms 
reinforced each other. The 1915 riot should 
be seen in this backdrop, Robert argued. Mis 
presentation was followed by a discussion. 

Akmal Hussain of Lahore said that in all 
riot situations the rioters draw upon orgiastic 
emotional structure of the people which is 
generally very deep-rooted. They use signs 
and symbols rooted in people’s emotions. In 
Pakistan drums are usually played at a cer¬ 
tain rhythm on a saint’s anniversary to 
gather a large number of people. It became 
so alarming that the government had to ban 
the beating of drums. 

Vecna Das of Delhi University said that 
there is nothing like a south Asian way of 
rcacting to rumours. People in America 
reacted in the .same way. It is generally 
rumoured that a black has raped a white 
woman or that a blackman was lynched by 
the whites. The reaction is the same. Asghar 
Ali Engineer from Bombay said that 
rumours are spread in ali Indian riots as 
well. In fact there are some stereotype 
rumours in all major riots. Poisoning of the 
water source t>y the minority is one such 
rumour. From Jamshedpur to Hyderabad, 
this rumour is spread in a well planned 
manner. He also pointed out that in the late 
nineteenth and early twentieth century, 
religious revival among Hindus and Muslims 
in India too played an important role in 
fomenting communal trouble. Here too, 
novels with chauvinistic overtones like 
Anandmaih by Bankimchandra Chatterjee, 
were highly popular and fomented com- 


muntd tension. 

Farida Shahid of Pakistan pointed out 
that during the Karachi riots the admini¬ 
stration did nothing to counter baseless 
rumours, nthkns were told that the MuhRjirs 
were mobilising to launch an offensive whidi 
was baseless. But the administration just 
looked on. D L Seth of Delhi was of the opi¬ 
nion that communal conflict was used to 
renegotiate the status within the com¬ 
munities involved and riot leaders projected 
themselves as the protectors of their respec¬ 
tive communities. He also felt that lumpen- 
isation and criminalisation of politics was 
also largely responsible for increasing con¬ 
flict. Bashir Ahmad of Delhi pointed out 
that criminals are in a way quite secular and 
use a riot .situation to their advantage. 
Sudhir Kakar, a psychologist, drew the at¬ 
tention to the role of paranoia in understan¬ 
ding why rumours are easily believed. 

Sunil Bastian of the International Centre 
for Ethnic Studies (ICES), Colombo pre¬ 
sented a paper on the July 1983 riots in 
Sri I.anka which was essentially anti-Tamil 
violence. Tamilians killed 13 soldiers and the 
backlash occurred in Colombo. The Sri 
Lankan papers carried in banner headlines 
the news of the killing of 13 soldiers but 
nothing about what happened in Jaffna. 
Anti-Thmil violence was well organised. 
There were sy.stematic rumours about the 
poisoning of water source by Tamilians. As 
for the l^il violence it was described as an 
attempt to overthrow the government and 
many opposition leaders were expelled from 
parliament and arrested. The riots took 
place mainly in the urban areas. 

Bashir Ahmad said that the emergence of 
UNP in 1977 elections was an assertion of 
Sinhala nationality. This assertion came 
through support for Buddhist institutions 
and Sinhala language. This is the process 
through which ail multi-ethnic societies have 
to pass. Even after the Sinhalese became 
dominant they felt insecure. Mutual adjust¬ 
ment in a developing situation cannot 
remain static. Tbrms are continuously 
reopened for negotiations. He also pointed 
out that the logic of the state is different 
from the logic of society. The logic of the 
state is rational polity and nation-building 
whereas the logic of society is changing 
equations among its different ethnic consti¬ 
tuents. Peace is disturbed when the different 
ethnic sections begin to asseH themselves in 
a developing situation. 

Michael Robert referred to various Islamic 
fundamentalist groups becoming itiore 
and more aggressive. They too wish to re¬ 
negotiate their position vis-a-vis society at 
large. Farida Shahid referred to the role of 
the state and the rote of the state ^spantus. 
The state, she maintained, promotes the 
legitimacy of violence by indulgiiig in 
violence itself. This is what is happening in 
Pakistan. 

Ashish Nandy disagreed with Bashir 
Ahmad that the logic of the state differs 
from the logic of society. It would mean, he 
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said, that logic of the state is rational and 
logic of society is pathological, it is a 
dangerous distinction to maintain. Veena 
Das also thought it is not proper to say that 
the logic of state is rational. Bureaucracy, 
in the name of rationality, often erodes 
human rightsaP L Seth, on the other hand 
pointed out that the kind of minority and 
the size of minority is also important while 
talking about the logic of society. It is often 
the logic of the majority which becomes the 
rationality of the state. Its symbols are 
universaMscd and when a substantial minority 
refuses lo accepi these symbols,''conniti 
occurs. 

Akmal Hussain pointed out yet another 
dimension of the problem, it is important 
to understand, he said, whether communal 
riots are mere epi.sodes or part of political 
processes. One has to take the ideology ol 
the nation-state which evolved in burope in 
the 19th century. The ideology ol the nation¬ 
state became acceptable there primatily on 
account of homogenisation ol culiure Uin- 
to rapid industrialisation Bui in il"'!'lopni;j 

countries due to inadetiu.irc itvv; .. 

no such homogenisation " 
sections of population ■ 
hence sub-national assetd- 
surface This assumes il- 
conflict. .Asghai Ali I 'e 
that tht’ic IS notIniiL' l:kt 
of rationality ol tlie stale 
understand ssho c■'ll^Inl.' 
what arc then inicicsis ! 
the state would depend ot- 
certain circumstances even 
become the rationality of the state. 

Radhika Coomaraswamy of ICLS, 
Colombo, pccsented a paper on “Ethnic 
Conflict in Eastern Province—Tamii-Muslim 
Conflict!’ She threw detailed light on the role 
of the state in a conflict situation. The state 
can also use or misuse the powerful instru¬ 
ment of ethnic identity to play one ethnic 
community against the other. It also showed 
how the state understands the dynamics of 
human passions. She maintained that the 
western theories of state polity do not come 
to grips with these problems. She also threw 
detailed light on the composition and nature 
of the Muslim population of Sri Lanka in 
the Eastern Province and along the West 
Coast and as to how their perceptions 
change and how they react to their differ¬ 
ing situations. In the present situation in Sri 
Lanka, the Muslims hold a decisive position 
in deciding the Thmil question. It is for this 
reason that the state tried to divide Ihmils 
and Muslims. 

Ashish Nandy at this stage raised the per¬ 
tinent question as to whether the Muslims 
are not Ikmils. Do the Muslims not speak 
Ihmil and are they not IhmiU? Did a distinct 
sense of separate identity among Muslims 
exist since 1^7 Why then this conflict now? 
Did they share a commpn customary law 
with other 'Bunils or not? It was pobit^ out 
that the Muslim^ took to western education 
nmeb later- and that the Muslim leaders 
niainljr used the traditioi^ idiom to repre¬ 


sent their aspirations. 

Engineer commented that it is wrong to 
maintain that Muslims in general took to 
western education much later or that there 
is something inherent i^ Islam which creates 
a resistance towards western education. It all 
depends on which class of Muslims we are* 
referring to. In UP the Muslims of the feudal 
class or the ruling elite took to western 
education without any resistance. Syed met 
with resistance from the lower middle classes 
and artisans for whom western education 
did not make any sense anyway. One must 
discuss concrete categories, nor abstractions. 
Neither the Muslims nor the Tamils are 
“fanatics". It is a response to a particular 
situation. Fanaticism too should be seen in 
relation lo a concrete situation, not as an 
abstract quality per se. 

It was pointed out that the Muslims arc 
well placed in Sri lankan society. Presently 
there are II MPs. 4 deputy ministers and a 
Muslim spcakei I he foreign minister is also 
a Musliii' hvii ihiids ol the Muslims live 
II r.. "'cs'eni ci.isi and they are eom- 
•' r,-i. a h-i, iiy lo iden- 
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I licit. ».is ail iiiicicsiing debate on the 
question of identity. Sudhir Kakar main¬ 
tained that fluidity of identity is a contradic¬ 
tion in terms. Identity cannot be fluid. 
Identity is defined more by contrast than as 
an autonomous concept. It is, in fact, one's 
expression of inner continuity in contrast to 
that of others. Veena Das, however, main¬ 
tained that fluidity of identity is a val|^ con¬ 
cept. Religions at one stage or the other dif¬ 
fer but ancestory is common. Despite this 
commonality of ancestory, religious identity 
changes. Engineer also maintained that there 
may be a sense of continuity in identity but 
it cannot be deprived of the need for change 
with changing situation otherwise identity 
would be always resistant to change. While 
maintaining a sort of continuity with past, 
it must have a ftiture dimension too. 

RIOTS IN Karachi 

The next session was devoted to Pakistan. 
Farida Shahid of Lahore read a paper on the 
Karachi riots. She was of the opinion that 
the Karachi riots cannot be seen in isolation 
from the socio-economic developments and 
political processes. Legitimacy of the state 
depends on sub-state structures. Land- 
OMfners, saints like Pir Pagaro and others 
wiel^ a lot of influence and provide legi¬ 
timacy to the state Similarly another sub- 
state structure is constituted by the tribal 
authorities in the Khyber pass agency area. 
The common citizens are left high and dry. 


They are not an integral part of the decision 
making proce.ss. 

Industrialisation in Pakistan has been 
concentrated in Karachi and Punjab thus 
causing the emergence of strong regionalism. 
The state apparatus is dominated by the 
Muhajirs and Punjabis. However, the 
Muhajirs are loosing their hold over the 
administration. Pathans are demanding that 
the name of their province be changed from 
NWFP to Pakhtunistan which no govern¬ 
ment has accepted so far. While sub-state 
nationalism is growing stronger, the govern¬ 
ment has failed to evolve proper institutions 
to solve the people’s grievances. It has even 
failed to provide basic necessities like water, 
transport, etc, in urban areas like Karachi. 
What is worse, sectarian and regional con¬ 
flicts like anti-Qadiani riots, .Shia-Sunni con- 
nici or Pathan-Muhajir violence are treated 
as mere law and order problems. 

Sindhis are being increasingly marginalised. 
Muhajirs themselves arc not a monolithic 
community. Gujaratis, Biharis, Khojas, 
Bohras and U piles are divergent groups. 
Pathan-Muhajir conflict is one of the 
manifestations of the failure of the socio¬ 
economic processes on the one hand, and, 
political processes, on the other. Due lo 
resentment against Punjabi domination the 
question of nationality is becoming increas¬ 
ingly sharpci. 

Akmal I lussain of L ahorc also presented 
a paper on the Karachi riots. These riots 
were the mosi violent since partition. 
Klashnikovs were ojjenly wielded. People 
were shot dead without any compunctions, 
their bodies burnt and properties looted. The 
governor of Sindh was alleged to be in 
league with the mafia and was allegedly 
receiving Rs 2 crore per month. He was ir 
Sri Lanka when Karachi was rocked with 
violence. His absence was not coincidental, 
but deliberate. He did not return for eight 
days. 

Akmal Hussain also provided some 
details of the rioting. He said that Pirabad 
mosque near Muhajir settlement was used for 
giving a call to the Pathans. It was claimed 
on loudspeakers that if they (Pathans) do not 
attack Muhajirs they would loose the right 
over their wives, something ednsidered 
highly insultiiv to the Pathans (being 
mmard, impotant). Hundreds of Pathans 
came downhill from Sorabgoth, charging at 
the Muhajirs as in a war. The police remained 
inactive and the IG is reported to haVe said 
that let them kill-each other. The Muhajirs 
aso counter-attacked and violence spread in 
different areas. 

Hussain maintained that ethnic conflict 
is a manifestation of crisis in a civil society 
as well as the crisis of the state. He also 
discussed the concept of an over-developed 
state in the third world context. The civil 
institutions are comparatively less developed 
and the state acquires total hegemony over 
the civil sodety. He also discuss^ subsidiary 
causes like monopoly of the transport system 
by the Pathans, high lease rates for mini¬ 
buses, reckless speeds to make maximum 
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rounds and h(gh rate of aecidrats causing 
deep resentment among the people. Drug 
mafia and land-lease racketeers in kacehi 
abadis (slum areas of Karachi) were of 
course among the most potent causes. 
Because of these mafia klashnikov culture 
has pervaded the whole society, in Karachi 
a klashnikov can be hired for Rs 250 a day, 
thanks to the arms trading by the Afghan 
refugees. The 3.5 million strong Afghan 
refugees are instrumental in inducting a 
massive inflow of arms. 

Giving some statistical data Akmal said 
that in Pakistan today only 16 per cent have 
access to the piped water, in 81 per cent of 
housing units there are 7 persons per room 
and 45 per cent of population is unable to 
afford 2300 calories per da^ People have no 
faith in the government. It cannot even pro¬ 
vide basic security to the people, let alone 
basic necessities. 

Commenting on the paper Bashir Ahmad 
said that Pakistan is facing a multiplicity of 
crises today, crisis of nationalism, crisis of 
modernisation, emergence of crime, etc The 
process of polity has been distorted. The 
state has dewlop^ complete autonomy and 
has become physically very powerful. The 
dvil institutions ate, on the other hand, weak 
and helpless. Asghar Ali Engineer commen¬ 
ting on both the papers said that question 
of nationality has acquired greater urgency 
in Pakistan that the question of religion. The 
concept of Muslim nationalism’ as devdoped 
by Jinnab has proved unviabic Despite one 
religion ethnic conflict in Pakistan is aS' 
sharp as in any other multi-religious State 
Socio-economic justice is necessary to main¬ 
tain ethnic peace Religion is not the fun¬ 
damental cause of conflict, it is rather a 
sense of deprivation and injustice which pro¬ 
vides the p^eivkeg. Ibrritorlal nationalism, 
despite a multi-religious structure can be 
viaMe and peaceful if socio-economic justice 
is evenly spread among all the communities. 

Sudhir KsJear underlined the psychological 
and emotional processes, not merdy political 
or socio-economic factors, as far as riots are- 
concerned. Imagery and symbolism have 
their own significance. Paranoia is also 
responsible for our aggressive behaviour. 
Sunil Bastian said tharpsychological factors 
are also important but the question of ’ 
emergence of ethnicity and ethnic conflict 
must .be understood in all its compleiity. The 
question of the nature of state is also quite ^ 
important. 

The Indian Situation , ,. 

The ethnic situation is no less predtrioUs 
in India. Asghar Ali Engineer sirokeoii the 
Hindu-MusUm problem with reference to 
the situation in Ahmedabad iti Ciijatit. 
Engineer referred to the Ahmedabad riOts"' 
since March 1985. He said that tbhe tUda" 
number of factors to be taken itito aiidjuiit'' 
as far as the Hindu-MusIhn reiatkmsKIp in - 
post-independence India is dohe^ned: 
Religion is not the only factor. H is oiiiy dire'' 
among others. Apart flom idecdb^chl, 


empirical factors are equaUyt tf not mote 
important. He maintained‘thar in mddern 
Indincommufial vkilende Was taking idace 
mostly in utbari areas Wherehs rural areas 
are mme prbne to caste vtotetidc. AVithin the 
urban ateas, these which have a Muslim - 
population'bf IS to 40 per cent «!ind4o'ba 
more riot-prone. It ik priniarlly becaui^ in 
a ballot box-ofiented-dembdraty, -ntirtbrities 
with dedfive votes tilt the balance and-tfras < 
arouse lot of hostility -In a section "of 
majority community. -'Economic' competi¬ 
tiveness in urban centres ie also one of the ' 
factors. 

Engineer also maintained, drawing upon 
the experience of investigatioh of major 
communal riots in post-independence Irldia, 
particularly in Ahmedabad) that tO under¬ 
stand the sociology of Urban growth -it is 
equally impoirtsnt to understand the causes 
of communal violence In urban areas. In this 
coilhection he pointed out thhffit is impor¬ 
tant to note thait communal violence m 
Ahmedabad- was mostly taking place eitbdr-- 
in the walled^rtty or in the labour areas on^ 
the periphery of the waHed-city. The walled- 
city remains quite contjested,-rirstly, because 
of its importance as the commercial centre 
and secondly, because of the continuous 
influX'Of peopieiof lower-class origih from - 
the rural aicai Alsoi in citiea litas Ahmedabad - 
politicisation of crime awd crimiAalisation | 
of politics ploys an unportam rote. He then' 
proceeded to thrtw li^ on the communal - 
conflict in Ahmedabad starting from March 
18,-1985. In'this reSpect he toOk the rdeolf’ 
bootleggen and ilumiori&into account ubb' 
had polhicial iihkag^ at difletent levelsl'arid 
play^ quite an important role in rioting/He - 
also-mentioned the role of the rtie'diatn this ' 
respect. > 

D li Setfi' presented a paper on taste ' 
violence in'Gujarat on behalf of Baxi of 
DelhfUniversUywHb could qot cbme. BUsd'' 
had dealt in detail wkh the factors respon- " 
siblefor the caste'idoience iti Gujaifat'bbth' * 
in 1981 arid in' 1985; Sp'Orked Off by the'^^-^ - 
tion of reservafiOn. He'itiafritstlned’thHf if ' 
was essentially a claii 'Conflict, ‘iti' Ritrt 
reservation w^S'hbt'iheihaln'ts.siie; It’jvhs ' 
merely 'a p^y. Oilji'i^riit ls|'being' rapidly'’ 
industrialised. Lb^r Ca^& are seen gk'gti' 
obstacle to the process of industriallSatipk' 
Raisitig' the refiervatiOH’Mfue whS deS^ibed' 
by Baxi as ‘sy.tMjoBc plies’. 'flWupptT ' 
castes and'Classes Wanf'fa hiitintaih tlieiV ' 
political bcgemoiv.,thj)3i>gh theipolitics of 
symbolism. 

The mixi papef jlHisehfed ti/ AJsl&h , 

Bah^Jee' bf i AlfiiHabhtf’‘^fi\fetf‘ 
parative CUf^ew?*CffaI^^iihg■Di^Jeiislbni^'^if 
ComirtktfettI'IPWWa'jW^'fttd^'*;' 


areWpj^sittle'Rjt'cb^i^i 
tioh'ii) recent s&iSifiVitiSi^'' 

have‘'<^H'’iib''''ia^usdi ‘t&4t 
inoistpie^;iiffb'rb8s|jedCbrfettUaron’8fii^ " 
tenipk bCsIbines lteuSiL’'Xrrt^ei'hh86r^'’'' 
dim^iok bf the^p^jt^-'iS'thairi^ititilif''' 
are'trehted-agnrmiiimhi^bM^^tii^'i^ 


ibntipulated for «o(es:'Thi'SlaflsBiu^ ebn-i 
trover^ is itS'mbst .receiU‘>ttiMBiide. Hti 
pointed out that lndita’GithiiBtfapro4fh|dti,b 
pro/ffii^oritarian pOHey ift the last phdse W 
her life as aho^ dlmaislbii c^Theseotiti) 
mPiial prbMem. -Hindhs ate doveloi^nili 
gteater and gTeaterpropensftwfbP tfaetneldr! 
cultural heritage WlHeb 'l^'Want‘te| Mivt 
appropriate, .Te Is anfi^inOrky' SiiM! 
anti'-Harijan.- -• • -< ‘•”'>1 -- 

^ena t>as bf Delhi University theiiitbsfid’ 
a paper oh a case-study of ahti-Skh violimCe'* 
in Delhi In NeWMber 1984. She had-ktUdietf ■ 
the case of antf-Sikh violence in a-locah^y > 
of Delhi and had interviewed some ^kh' 
women whose near and‘dear Ones'w£re 
killed intiK ribts. She said fh<M waseUar - 
evidence that ttie riots were'syStwnaticany ‘ 
organised. The' police was alro 'dleariy> 
involved. Notorions murderers Were cm-': 
ployed to kill.' '■ • 

The papier gave a moving account bf the ' 
grim tragedy that befell the Sikhs ih DetM. 

It was a detailed-and carefully constructed^' 
account which brought outvariOaS’dlmeh- ' 
sions of this human tragedy. AIT the par¬ 
ticipants were moved. Ashish Banetfeb While < 
commenting bn her paper , described the 
atrocities ' Of - the' police oti 'MliSiims in'' 
Allahabad. HU also' referred to the dtSbr-' 
nrinatioh Of nlaify Muslims tO'taa^e art feTf-*- 
counter With-the police and die ratbcr thBif' 
face humiliation in jails.-' ■ ’ ' ' ' 

Ashish'Natidy of Ddhi presented apai^r- 
oh ‘'The Polities of'Secularism''and 'thb''' 
rediscovery of'Ethnic'Iblefaifce'’.'Hepitfffled*' 
oUt that a Sort of irnperiaiisrii'df categbricr^ 
has been- established 'and' under''such 'IM^' ‘ 
periaiisk a conceptualdornain is Sokletitries 
hegemdnised by -acbnCept’prbduce(l"!bid' 
nurtured ih' the -Wtsr. in' 'his ^pef "He ’ 
attempted- a Crifiqbe -of' western' tiotidU 'of ^ 
secularism andhdw our modernititsUse'ii" 
mechaniCaRy. ’Mbdern’^ Indian. iMelltetbais 
project tWeiddology of SefXflarliniliito'tliie" 
paetf 'to say 'fhat Emperor “AsHbidt.''Whir ' 
‘seCulat','th(^ fOii^'tliM'AShOka'iMa 
tising BiiddhiatrHe'baSbd hiS tblCtSnl^'tih'* 
Buddhism.'NatldyfHt that otodefnTndia" 
and Its eoSmiC)po{itah''iniei{ecfiiaIi'!ja^ f6{’' 
toanswUr-'ftmTItny'hai'e'faiibd'to^.lil'rbsp^l'' 
ful'to the traditions Of'tdMki^'fi^fndiinf' 
sockiy.' This traditibn' thay' hWi"bafeomlf * 
creaky ibut' so' hks 'oiir iecdlarilini. Hi/ 
reilgibus Vh9tenc^ phradOldCS&lfy W'' 
qaite''slcbUlimi’nrhiBiviS.'>AMf-^iW(i!ii^^ 
NdvernWr ■ or'iaiiM-l»llilMj''^5ftf^ 

GUjiir«i m '198-5 itif'liti<Priiii^8Wtti='fef' 
B^idbri/wem Sdf aaibcMed'dbf 
with religious hatred as . with 
catMiattohS eibfabnf 
seenlbfi^li^reelb’HibPIo# 
duleo-kx 'Own vbriiiM oP 

Kal^WlTmc 

lejfifnwm 

Tfq’i'i bi»i!U vtoism 
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Slud^iii MlUtancyo 

: Phillip € AU^cit > . . . 


sflcnihemiMt dr«iMti« i»tot«tvlyii«s^^ 
stntfDos msutuku- tlwii«<s4)«vc tj^npi.a«4ir 
in Mexico^ Brazal and viiilly. ;i.>v'(;v> 

llthctC'i^any ‘intct^ioRali^um^iffxar'i:' 
it is ona fomented by edtK;atianal.pl«nnet,<0 


p^«i4ap|tfyign|t;captuted,soinuch8UeD-. educational politics. Tlie FVench stiidents twtncBM of BHiineno, woi . 

government efforts to Im- " ^niytrsayiwimxy imkages, Inters 


ti^f.^iljw, id^omitations,;.wi-,l^oe. 

Ai;gmmn|Land Sipiith Xtwea 

Ap)0<H(n .fiati^ypMseg. aperjwpoedj t^. first,, 
si^ilfifBnti.a^ttvisiA .^e.Uif (IMXm 

^rimr j(t .'^cinn^ fili¥ stu^fi ’ 

after a periodtOC.dniet. has wain, bmpine 
a force for change in many nations. Does 
tins new upVuige iii activism presage a majdr 
international movement? What are the issues 
that are fnotivming students? How are 
authorities responding tof^^activism?' The, 
answers ^ these questions lutielni|i^^dtitgBs:, 
for educ^rs and indeed for politi^ l^ets. 
worldwiM ■'': % -J, 

Severn intirii^'tionai''Ventis' ciin be . 
discemc^ The flrst one is eoKtrtUT 
the heac^es, activism never really died. It 


it emerged snto the headlines. 
ThftdMid? Peru, South Korea, 
Nigqrif ,v)|nd other third world 
had^lifical implications over 
ade In general, students in the ' 
may^atite a revolution while in 
riaAified ‘nations, studenb move' 
focus piftilic attention but siddoiti. 
iwer terbting downra government, 
s are a beliweather foc social teiy-.. 
ncern.<;As suchii poli^eiatia.'and , 
are well advised to .v^tch.caippuf 
;ful|y,aqd to pay atteiiitioii not only 
itratiohs but ato to the underlying 
|of the students. Unrest does not 
' of a vacuum,but reflects.teal, 
idei^ls ar^ .often rtidre b^ticwy ^ 
thW.tK: general populatipp.^pd 
iore eaiil^ organised. iliuS.'foi^''" 
often expressed on camp^ fitst'.'" ‘ 
ithorities quickly reCogtliMd iliiK '' 
stdd^dfemoatnntknia hsadAho'- 
f leading to mach'tooht aedous - 
the'sOdlents were <)ilidli^sup4 ■' 
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it the.piaond most poimful poii- 
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an intknationai effort to increase standards 
and to limit the oqiansion of post-seedndary; 


poM mfbrtiu bn higli^ education.’ The. 
deihoiistratiibn.s were sut^jifal.'itt forcing 
t^e. ednseryatiye gov^m^^ iaotues 
^mrae to bac.k. dowii. Prbtm^. invm'dng 
more than l’6o,0Cf0in^iS‘8tid ieven )atg<f 
numbers in test of the coiintry in 
bediember Were stimulated by Opposition to 
a government plan to raise standards of 
higher educatioii, to impose fees (in a system 
which is' virtually free), to provide, more 
autonomy to. the universities and to link 
^hig^er j^i^Hon more directly to the job i 
market. Students, largely from the leh, op¬ 
posed the iko^n .of toaeaied lidectivky and - 
shwi" tbe leforms as a cbiisefW4ive “plot” to, 
link higher education to industry and com-. 
merce. Student opinion ran high against the: 
is true that in the industrialised'mit|Oba it -igoverfirtienr plan and when the prime 
has beeiigt a very low ebb since’tlSc ;19«Ds, se^ed intransigent and the police 
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natioimi conferences have bccn.dcvoM.iUtl 
these topics and the^op jeuruals.iuifcdiicaT.f 
lion'have focused on them in iiie Ujiited' 
Sutes, with .its .decoatrahsed edocationak. 
system, leforin comes j}ioc:«mcat,.'ind tiicie.- 
is no national focust. In France and. Itaiy« 
educational policy is highly .ceiitiah(ied.and 
a reform has immediate national impactr . 
and reaction, it is surpsising. that; prime 
minister Chirac did not tealise jUst.hDw. 
deeply felt and political theissue.of.univer'; 
sity reform was in France. . . :.i < 

Student activists'see the currtmt tretid' 
toward cbmpetitibn, higher standardk liiid; 
better imiversity-induscry links as g ttircar 
tb egalitarian ideals And as a coniibivariis’ 
ipove, Linked to these efforts are litiemprt 
to'rediice'the cost of higher editcaiiiin.'Sorha' 
countries have piopo^ increases in tuHitm' 
fees (iypically very low, or virtually ffed'lit' 
most Of Europe), institutmg Ameriraii-stVIe' 
loans in place of grants or leducing'^dettF 
numbers. Students oppose limiting s^eijf .tb’ 
higher eduratibn ntbey by'JimfiSiig^iihrbt- 


education,that.chara{:f«r)ffd the 19^. Ini iriehteorl^mrcasinVtlte'cbsf'Ofeddt^ 
country after country, plans to reduce the' theie is, thus, a' cbnTrobtktibA fAeivafieh'' 
cost of higher educationrto.”privatu«t’ part' governments seeking tq rt^ticedefliHW yn'* 
of the system, to Unk threilirricululn more; eliminate what thby sc» ^ ah 
closely with the job market, and tp raise tibn of graduates vivhb bo h'bf fit ca^ fnl^ 

standards have bwnivoposad and in some' ah increasingly' t«chhOlbgy-baiied'’wb»fBi^ 
places)implemented, yirtuaUy all bf the' and studenrt vthb ttnik ht higbtb'.edhSItkflijif 
j^eformspropo^in t)(a !^t^ States, for from a liibte idealistic Viei^blht aiid-vfhb' 
esampievih.the past five yaipra 1^ had these^ do not want to be mked (b'wbfli!'’liarde.r'dH 
goals in. mind. In .^arica, ihere has been' tp be told to go into ihtrtictiint fl^ftli >iX 
Uttie proiest but in many pther countries,^ sthdy. ' . . ' ’ "" 
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ndun oMto it t^A'^mittidto vbA 
Noiili Aaaric^. Ititidw fvidtBt to te 

down of Modctfi laiKM Modt^fnatitu- 
tion, the AMOncRDoui Unhenitjr is Modco 
Qtsi; were itimidated by proposelt to 
i a c iee ee ftei end lalie itendeidi. Medcen 
■uthorltiM fcar ttudent onieit, ranonbaing 
the meulve protetU of the 1960i in which 
hundred! of itudentt were kilied by dw 
potioe In Mexico^! voietiie end. tightly con¬ 
trolled prditicel lyitem, itudcnitt may have 
revolutionary potential. Brazilian students 
have also protested government austerity 
measures for higher educatioii. 

Seen in an international context, politics 
it generally mote important than education 
in stimulating ttudent protest. In Thailand, 
studcau have been at the forefront of pro¬ 
test against military rule for a decade In 
South Korea, massive demonsttatioru in the 
fail of 1986 in favour of free elections 
stimulated sev^ repression and resulted in 
hundreds of arrests. Whether president 
Chun’s efficient Korean Central Intdligence 
Agency (KCIA) will be able to outmanoeuvre 

» p students it an open question. In South 
frica, students, fr^uently from the high 
tchods, Im been at the forefront of revolt. 
Indeed, aihtl-apartheichaetivism hat moved 
from the schools and universities into the 
broader black society. 

Chinift ttudent protests have been among 
the most significant of this winter of stu¬ 
dent dlscontmit. Hundreds of thousands of 
the elite of the Chinese effort to modernise 
have been involved throughout the country. 
At pie s e n t, it seems that the authorities haw 
been d>le to pot the lid on student demon¬ 
strations but the potential for future unrest 
remains. And Uie long-term impact of the 
proipttt on China’s politics it not clear. As 
the Communist Party assimilates the mean¬ 
ing of the protests, it is likely that there will 
be policy changes. It is quite likely that the 
next party congress, scheduled for the fall, 
will tee further change. The students 
demanded more democracy and participa¬ 
tion. Thqr demanded to bring the principles 
of China’s economic modernisation to 
polltiet and culture. It teems unlikely that 
this will happen. Indeed, it is entirely possi¬ 
ble that the ttudent protesu will have the 
opposite effect and will stimulate the 
authorities to tighten up rather than to 
Uberallta This is not an infrequent result of 
ttudent protest. It is often the case that the 
unrest a^ instability unleashed by ttudent 
activism results in policies inimical to the 
studenu—repression rather than liberalisfc- 
don, or a military strongman rather than 
democracy. 

Spring it typically the time for ttudent 
protest. If the ftU and winter have yielded 
so much protest, what can be expected of 
the spring? Student protest it very difficult 
to predict. It is not part of .an international 
movement in the sente tl9» there are com¬ 
mon themes and concerns and an inter¬ 
nationally minded leadership. WhHe 
students in one country might watch protest 
dainonitiatioot in anmher nadM on tekvi- 


lion mid seek to ham tome tactical teetont, 
the bade concerns of aedvltt movamentt me 
nadoatal, not interiwtional. Studenu In 
FUance were concerm about the govern¬ 
ment’! educational lefenn plant, a^ they 
tuccessftdly stopped fiip effort, with possi¬ 
ble negative consequenm for the Chirac 
govemmmit. In CUna, student concenu 
were linked to contemporary Chinese 
realidat. In Argentina, where studenu en¬ 
joying university autonomy for the first time 
in 20 years protested against poor conditions 
in higher education and more than a score 
were injured in demonstrations, the issues 
were lo^. 

¥n, something is in the air. fr is possible- 


thm we are moving toward a period of 
hdghtenpd political contdoutnets w cam¬ 
pus, where different national stimuli may 
trigger protesb ActiWst movemenU do seem 
to go in cycles and perhaps the quiet of the 
l97Qt will yield to a more activist pedod. 
The issues, however, will rdate to national 
concerns rather than international fomuilas. 
And the reactions of campus offiditit and 
political leaders will hdp to determine tac¬ 
tics. For the United States, there teems li^ 
tie on the immediau horizon that will trig¬ 
ger student activism on any signlflcam sca^ 
Thus, the weather forecast locally may be 
for a calm spring, while the prognottication 
overseas may be piore volatllft 
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Ch an gi n g Village Structure 

Impact of Rural Development Programmes 

V M Rao * 

The economic investigations of rural programmes tend to be rather myopic remaining preoccupied with increases 
in employment, income, assets, etc. The purpose of this paper is to argue that looking at the rural programmes 
from the broader perspective of changing relative positions of rural strata would provide deeper understanding 
of rural change and, also, bring the empirical studies closer to the emerging theoretical issues in development 
economics. 


THE recent years have witnessed the 
emergence of a substantial literature in India 
on the impact of rural development pro¬ 
grammes on rural employment, income, 
assets, population below poveity-line, etc. In 
the ll^t of the scale and spread of these pro¬ 
grammes, it would be reasonable to regard 
the developmental intervention by the state 
into the rural economy as a factor important 
enough to be taken into account when con¬ 
sidering the prevailing processes of rural 
change in India. The purpose of this paper 
is to try to put into a pattern a number of 
observations obtained during Held investiga¬ 
tions conducted in the Karnataka villages by 
the Institute for Social and Economic 
Change (ISEC). The intervention by the state 
seems to set in motion a series of modifica¬ 
tions—modest in magnitude but capable of 
becoming cumulative over time—in the 
relationships among the different strata 
forming the village community and the 
extent to which these strata are outward 
oriented in their economic activities. 

This is an intriguing area of rural econo¬ 
mics research where generalisations are 
difficult and projections hazardous. Our 
objective is the modest one of describing the 
changes in the hope that the account would 
be of some use to two groups of economists. 
The first group consists of development 
economists stressing the human dimensions 
of the development process. For example, 
A K Sen has emphasised the need to look 
at the development process in terms of 
the improvements it brings about in the 
capabilities and entitlements of people; 
V K R V Rao has pointed out the numerous 
disabilities inhibiting the small-si/ed com¬ 
munities like villages not fully integrated 
with the larger market economy; Pranab 
Bardhan and Ashok Rudra have 
documented the enormous complexities 
encountered in analysing the relationships 
among different strata within village 
economies. The second group consists of 
those concerned with the building up of 
participatory planning systems for small 
areas like mandats and tuluka. We believe 
that the dimensions of change described in 
this paper would be of interest to both these 
groups. 

The second purpose of this paper is to 
suggest that neither the social science 
researcher’s cynicism of government pro- 
gnuiunes nor the excessive enthusiasm of the 
official assessment of their impact provide 
the right persgpptive to understand the role 
of state intervaition in rural development. 

A.2 


The viewpoint presented here is that it is 
more realistic and useful to consider state 
intervention as creating certain favourable 
pre-conditions for rural development but 
that its results would depend on the inter¬ 
action between the development program¬ 
mes and the local-level physical and social 
environment. It is only to be expected that 
the results would vary largely over rural areas 
and that the analysis of contribution of state 
intervention to rural change would need 
complicated modelling going far beyond the 
simplistic estimates of people crossing the 
poverty line. 

It is particularly appropriate to choose the 
rural situations in Karnataka for observing 
the impact of state intervention on the 
economic structure of the rural com¬ 
munities. Karnataka is ralnfed and drought- 
prone with a far weaker rural economy than 
in the high-agricultural-growth areas of nor¬ 
thern India—usually described as the “green 
revolution" areas—which had achieved a 
measure of rural prosperity even prior to the 
green-revolution of the mid-sixties. It would 
be plausible to assume that rural develop¬ 
ment in Karnataka would need more state 
initiative and intervention and would bring 
about more pronounced changes in the 
economic structure of the rural communities 
than the case is in the green-revolution arca.s. 
At the same time, the rural socio-economic 
structure in Karnataka is unlike the struc¬ 
ture prevailing in the “semi-feudalism” areas 
of eastern India where the problems of rural 
stagnation and exploitation are. possibly, too 
chronic and deep-seated to yield to the types 
of interventions available to the state. Thus, 
the rural situation in Karnataka could be 
distinguished from both the situations where 
the need for state intervention is not very 
pressing and the situations where the state 
intervention—barring the radical measures 
often talked about but rarely implemented 
in India—has little to show by way of 
development achieved in the rural areas. 

Rural Contfxt 

The rural economy of Karnataka rests on 
the precarious base of drought-prone 
agriculture. Drought-proneness is a 
. developmental handicap in two ways. In 
such a setting, achievement of sustained in¬ 
creases in agricultural growth rates becomes 
difficult and, second, the economy has to 
keep itself in readiness to cope with scarcities 
of extreme severity which disrupt the 
rhythms of rural economy, deplete rural 
assets and divert the attetttion of all concern- 
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ed from the long-term developmental issues 
.to the dsQr-to-day problems of crisis manage¬ 
ment.* Hence, a major priority area for 
state intervention in K^ataka is the genera¬ 
tion and spread of new technologies for dry¬ 
land agriculture. 

The economic environment associated 
with drought-prone agriculture is far from 
congenial to the development of rural 
manufacturing and service activities outside 
agriculture. The Institute for Social and 
Economic Change (ISEC) has had a recent 
occasion to conduct a large-scale socio¬ 
economic survey in a drought-prone district 
covering over thirty thousand households 
residing in a statistically selected sample of 
245 villages. It was observed that less than 
four per cent of these households were pro¬ 
duction or service artisans by their main oc¬ 
cupation. Also, and more interesting, only 
a third of the young adult males (ages 16 to 
35) in these households were seen to have 
taken up the household artisan activity as 
their main occupation.' 

Another clue provided by the survey is 
that the rural communities in our study area 
seem to be in a state of disorientation 
brought on by their inability to cope with 
the transition from the traditional local area- 
based neighbourhood economies of which 
they were constituents for a long time to the 
large and urbanised national economy. One 
indicator of the disruption caused by this 
transition is, precisely, the very low extent 
of the artisan occupations noted above’ 
The survey data provided extensive evidence 
of the sharp rurd disparities brought about 
by the varying ability of the different rural 
strau and locations to make viable ad¬ 
justments to the changing conditions. 

This setting places the strategy for state 
intervention for rural development in a 
paradoxical position. On the one hand, it is 
difficult to see the processes of rural dev^p- 
ment getting activated without substantial 
and sustained state intervention. On the 
other, it is equally difficult to accept as credi¬ 
ble the scenarios of rural development of¬ 
fered by the official documents, particular¬ 
ly the targets for reduction of poverty en¬ 
visaged in these documents.^ The plausible 
position that the social science observers can 
take is that the state intervention is opening 
up the rural economy and society to a 
number of potentially important and fun¬ 
damental changes without being able to 
complete the tasks of restructuring entirdy 
with its own initiative uid thnitt. The sec¬ 
tions which follow indicate briefly the more 



important of those changes noted during our 
field investigations, lb keep tlK paper short, 
we confine our comments to three principal 
economic interventions by the state—to pro¬ 
mote agriculture, to generate employment 
for those not having substantive access to 
land and to diversify the rural economy by 
adding to its production base a wide range 
of agriculture-supplementing and non- 
agricultural activities. 

Promotion of Agriculture 

This section is based on the proposition 
that the next few decades are likely to witness 
a breakthrough in India’s dryland 
agriculture.’ Its impact on production may 
be of a modest order but. on the credit side^ 
the technologies providing the breakthrough 
are likely to have a better chance of being 
within the reach of the small and medium 
cultivators as compared to the "green revolu¬ 
tion" technologies. An indication that we get 
for Karnataka is that the state has registered 
some improvements in the typical dry-land 
crops which have remained neglected in the 
country as a whole (see table I). These im¬ 
provements could be attributed to the 
Karnataka’s agricultural research and exten¬ 
sion system operating through the Univer¬ 
sity of Agricultural Sciences, its research 
centres and projects and the state directorate 
of agriculture. 

An impact of the breakthrough in dry¬ 
land agriculture relevant to the theme of this 
paper is the strength it is likely to impart to 
the economic viability of the small and 
medium farmers. U is certain that these 
strata would not become visibly affluent like, 
say, the Punjab farmers. What we visualise 
is rather that the small and medium culti¬ 
vators in Karnataka could begin to look 
beyond the problems of precarious sub¬ 
sistence and acquire a measure of capacity 
to invest resources and efforts in the develop¬ 
ment opportunities arising on the farm and 
in the enterprises supplementary to the farm. 
This implies growing contacts and rapport 
of the cultivator with the development agen¬ 
cies and improvements in his information 
and perspective on the range of economic 
opportunities available in his village and 
neighbourhood. 

These propositions are in the nature of a 
hunch but we point out two features of the 
Karnataka situation which make the hunch 
plausible. First, the distribution of land in 
the state, while unequal, still leaves a 
substantial portion of Land in the hands of 
small and medium holdings. It could be seen 
from table 2 that the holdings between 1 hec¬ 
tare and 10 hectares account for about 62 
per cent of holdings and two-thirds of land; 
there are a few large owners (S per cent o( 
total holdings) but their share in total land 
is only 29 per cent. It seems to us that this 
small-cum-medium holding based structure 
of land distribution would be conducive to 
relatively smooth adoption of technological 
change by the masses of cultivators as com¬ 
pand to the prospects for technological 
changes in situations with polarised struc¬ 
tures of land distribution. 


Second, and more important, we Often 
find in the field that the delivery s^tem 
handling the rural development inputs has 
a good reach in the state encompassing the 
lower strata of cultivators. For example, in 
a recent field-investigation conduct^ in a 
drought-prone district in connection with an 
evaluation of loans given for digging irriga¬ 
tion wells, it was found that 44 per cent of 
beneficiaries were having holdings below 2 
hectares in size and another 29 per cent had 
holdings between 2 hectares and 4 hectares; 
thus, nearly three-fourths of the bene- 
Hciaries were cultivators having holdings 
modest in size. 

For a balanced assessment of the pro¬ 
spects for change in dry-land agriculture, it 
is necessary to keep in mind the point men¬ 
tioned earlier that the output growth in dry¬ 
land agriculture is likely to be much less 
dramatic in its rate and economic impact as 
compared to the growth experiences in the 
green revolution areas. A study in progress 
in ISEC on the likely impact of technological 
change in ragi (the staple foodgrain in the 
.southern parts of Karnataka and a major 
dryland crop in the state) shows that the 
increased ragi production is likely to fall 
short of the level needed to meet the nutri¬ 
tional norm and, also, that the labour absor¬ 
ption in ragi production would not be much 
of a help in relieving the problem of surplus 
labour in agriculture.^ A specific implica¬ 
tion of these prospects is that the state inter¬ 
vention for promotion of dry-land agri¬ 
culture may provide negligible direct benefits 
to labourers. This would also be true of the 
smallest size-group of holdings appearing in 
table 2, containing a third of all cultivators, 
having holdings which are, possibly, too 
small to ever become viable in dry-land 
agriculture. 

Employment Generation 

This brings us to the employmerit genera¬ 
tion programmes designed, precisely, for the 
labourers and similar groups lacking ade¬ 
quate resource base and skills for pursuing 
self-employed activities. India has a long 
tradition of organised programmes for pro¬ 
vision of employment and relief during 
periods of acute scarcity like famines. The 
recent attempts to devise development strate¬ 
gies appropriate to the rural poor have had 
the effect of bringing into prominence the 
notion that the employment programmes 
should move beyond being adMoc relief pro¬ 
grammes to provide guaranteed employment 
to all those seeking wage employment for 
a minimum number of days in a year. 
Karnataka has its own employment guaran¬ 
tee programme for the last about a decade; 
in addition, there are a number of central 
government schemes for provision of 
employment to the rural poor. 

Of particular interest to us are the follow¬ 
ing two features of these programmes. First, 
the official machinery has shown commen- 
daMe capacity to organise the employment 
programmes on a wide enough scale. It can 
be seen from table 3 that over the period 
1982-83 to 198S-86 (which were years of scar¬ 


city) there was an almost three-fold increase 
in the number of works taken up and man- 
days of employment provided. With the 
coming into being of mandal panchayats 
(ofganisotion at the level of clusmr of 
villages tO'piomote and institutionalise par¬ 
ticipation ^ the rural people in governance 
and development planning) and decentra¬ 
lised planning, it should become possible to 
put the employment programmes on a more 
secure foundation by integrating them with 
the long-term area development plans. 

Second, and more heartening, it is a con¬ 
sistent finding in our field-investigations that 
the employment programmes belong to that 
limited range of schemes—the other com¬ 
ponents in the range being community 
drinking water weUs, small low-cost houses 
for the rural poor and distribution of staple 
foodgraitu at subsidised prices—which show 
a good capacity to reach and benefit the 
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hwent taimlA'rmtan cdiuM betlHit 
the mtuie end benefli of these sdiemes m 
not attractive enough to induce the nuai ridi 
and powerful either to try to comer the 
schemes for themselves or to prevent the 
rural poor from receiving the schemes. 

How important are the employment pro¬ 
grammes in terms of the additional incomes 
they provide to the rural poor? Our answer 
is that the programmes are importmt 
enough for their impact to become notice¬ 
able in our field data. Considw for aampie 
the findings presented in table 4 which were 
obtained in a recent iSEC study on the Rural 
Landless Employment Ouarantee Pro¬ 
gramme (RLEGP). The study covered 
samples of landless agricultural labour 
households from the four main regions in 
Karnataka. While table 4 shows a modest 
measure of reduction in poverty brought 
about by RLEOP, what is even more signi¬ 
ficant for the theme of this paper is the 
indication available in table 4 that the ex¬ 
panded scale of employment programmes 
and modest increases in the wage rates paid 
by the programme hove the potential to 
make a substantial contribution to allevia¬ 
tion poverty among the lowest rural strata 
viz, the landless agricultural labour 
households. 

It is interesting to speculate on the likely 
changes in the rural community structure 
due to the enective state intervention to sup¬ 
port the income and employment of the 
households in the lowest rural strata. First, 
these households are usually the principal 
victims of the exploitative relationships and 
transactions resting on arrangements with 
deep roots in the rural society. Would the 
state intervention weaken these roots and 
create conditions favourable for the coming 
together of the rural poor against the rural 
rich and elite? Second, perceiving the 
palpable benefits of state intervention, 
would not the rural poor, in the next step, 
begin to exert pressure on the state for more 
room in the rural economy and a greater say 
in the formulation of rural policies and pro¬ 
grammes? In our field investigations, we do 
encounter incidents indicative of the new 
perceptions and mood among the agri¬ 
cultural labourers and the apprehensive re¬ 
actions of the rural elite to these changes.'' 

Here again—as in the preceding section— 
it is necessary to take a balanced view of the 
scope for state intervention. A critical hwtor 
is the adequate arailability of viable oppor- 
tunitiea for formation of rural assets throu^ 
employment programmes. We see substantial 
scope in Karnataka villages for new roads, 
Khools, public buildings and better rural 
housing. But doubts begin to creep in when 
one considers the returns obtained from the 
economic assets created by employment pro¬ 
grammes. For example, a recent ISEC study 
on the construction of village tanks for 
irrigation purposes—a typical activity iii 
employment programmes—has brought out 
the weak economic case for such tanks com¬ 
pared to other modes of irrigation as well 
as alternative ways of generating income for 
the rural poor* The point is that rurai 
situations with-chronic pressure of popula- 


dofl pn rewiirceu and axtenslvvjidDeMt^ 
Iv market forces aie unUkely to have an 
abundance of viable economic opportunities 
capable of being exploited through envloy^ 
ment programmes. In such situadons, 
employment programmei would be akin to 
a holding (mention designed for interim 
support to the rural poor until stable and 
remunerative occupations ate created for 
'them in the rural economy. 

DiVERSinCATlON OF RURAL ECONOMY 

How successful are the attempts to build 
up such occupations in rural Karnataka? 
Presented in this section are some findings 
of the ISECs “Concurrent Evaluation of 
Integrated Rural Development Programme 
(IRDP) in Karnataka’. The main thrust of 
IRDP is on creating self-employment oppor¬ 
tunities for the rural poor and, hence^ the 
IRDP emerienoes would be partkulariy rele¬ 
vant in judging the effica^ of the strategy 
to exiuind the room available to the poor in 
the rural economy. It should be mentioned 
here that the IRDP approach is to build up 
small-scale household activities based on 
local resources and serving local markets. 

A persistent criticism of the IRD Pro¬ 
gramme in India has been on the ground of 
the leakage of its benefits to the rural rich. 
In the ISEC’s “Concurrent Evaluation”, the 
IRDP beneficiaries have been grouped into 
three categories (a) the landless persons 
belonging to the lowest nirel strata, (b) the 
cultivators with weak economic viabili^ and 
(c) the rural rich. It can be seen from table 
5 that the rich form only six per cent of total 
beneficiaries and, obviously, leakage does 
not seem to be a serious problem in 
Karnataka. However, it should ^so be cMar 
from table. 5 that the IRDP does not Find 
it possible to work exclusively for the lowest 
rural strata since^ excluding the rich, the 
IRDP beneficiarira are equally divided 
among the labourers and the cultivators, 
table 6 contains a plausible explanation for 
this feature of the IRDP. It is observed in 
table 6 that nearly 70 pa cent of bene¬ 
ficiaries received schemes foiling in the land- 
linked sectors of animal husbandry and 
agriculture. Village industries and services 
accounted for oidy 13 per cent of bene¬ 
ficiaries. It may come as a surprise to many 
that trading activities like petty shops, tea 
stalls, etc, absorbed more bmeficiaries than 
village industries but a fuller analysis of the 
structure of rural economy and its relr tior.- 
ships with the larger economy would show 
that this is inevitable given the prevaiUng 
severe constraints <m rural diversifleation. A 
clue to these constniiRs it provided by 
table 7 which indicates ttlat the reduction in 
the extent of poverty was the least among 
those taking up village industries and 
services at compared to the benefldariei 
taking up other activities. 

The IRD programme is too recent tc 
evaluate its lasting impact on the nrrai rom- 
munlty. Our hunch is that the programme 
would certainly go some way in improving 
the economic viability of the small and 
medium cultivators by giving them remune¬ 
rative subsidiary aedviUet. But it is doubt- 


orsuopsmih lie^hig dm h^iifen*-^ «the 
rural people without land, resources or 
skilIt--to make the dUlI^ trandtion 
towards becoming self-employed entre¬ 
preneurs. As can be seen from tdrie 8, the 
abandonment of IRDP schemes within the 
first two years of reodving the asiiitance was 
(datively the highest among the labourers.* 

A Synthetic Scenario 

The effects of development programmes 
noted in the preceding sections have three 
features in common. I^, they indicate the 
possibility of some diminution in the hold 
of the rural elite on the rural masses. With 
the cultivators gaining in vidrility and the 
labourers turning to the state for economic 
support, it inde^ seepis unlikely that the 
rural elite could continue to wieM the same 
power and authority as in the past.'* 
Second, the development programmes have 
the effect of making the rural groups more 
outward-looking. Cultivators sdl more of 
their output use more of urban inputs and 

Table 4; Extent of Povestv among 
Landle.ss Agricultural Labour 
Households 


Per Cent 
Below 

Poverty Line 


i) Before RLEGP 

75 

ii) After RLEGP 

57 

iiii If RLEGP covers fully the 


gap between actual 


employment and full 

.70 

employment 


iv) If RLEGP offers full 


employment and increased 


wage rate of R$ 10 per day 

13 


Source: “RLEGP in Karnataka—An Evalua¬ 
tion”, M Vivekananda. ISEC, Idtruary 
1986. 


Table 5: Distribution of beneficiaries by 
Their Economic Stafus 

Per Cent of Total 
Beneficiaries 


Landless labourers 

47 

Cultivators 

47 

Rich 

6 


too 

Source: “Concurrent 

Evaluation of IRDP”, 

ISEC. 1986 


Table 6: Distribution of Beneficiaries 

BY Schemes 

Scheme 

Per Cent of Total 


Beneficiaries 

Dairy and animal 


husbandry 

53 

leading (petty shops. 


tea stalls, etc) 

18 

AgricultuK (pair of 


btiUocks, etc) 

16 

Village industries 

9 

Services 

4 


100 

Source: “Concurrent Evaluation of IRDP’ 

ISEC, 1986. 




mtvIhIi aniiii* what tiM <Men- 

ik» agMcki barn to blfer and become 
inqniiitWe about new lupplementary 
acdvltice brtngiiii them in contact with 
ncwffoupt of fupplien and customers. 
Labouren And employment in new locations 
and move away more frequently than before 
from their traditional employers and types 
of work. They would also have mote occa¬ 
sions to meet and mingle with labourers 
from a wider spatial spread. This would 
enlarge their horizontal circle of contacts. 

Interestingly, tire group most prone to 
become outw^-looking in tiie course of 
deveiopmem is the group of rural dita There 
are nunreious findingt indicating the grow¬ 
ing participation of the rural elite in urban 
investments and activities. They also And it 
politically profitable to establish contacts at 
the higher echelons of political parties and 
goveriunent bureaucracy with a view to 
bringing more developmental fiinds and 
schemes into their villages. Thitd, the stttc 
intervention for rural development enhances 
and sharpeiu the participation by rural 
groups in the political processes at the village 
and local levels. Puzzlingly, in a democratic 
polity, political activity appears to become 
self-perpetuating; economic growth as well 
as economic conflicts, successful develop¬ 
ment schemes as well as those which fail- 
all of these seem to provoke the actors on 
the political stage and their followers into 
continud bouts of fe^sh activities. 

While it is easy enough to enumerate the 
changes in the rural community structure 
initiated by the state int»vention, it is far 
from easy to predict the eventual shape 
assumed by the rural community as a result 
of these changes. A prime source of un¬ 
certainty is the thrust to the rural economy 
imparted by the state intervention; it was 
sees in the preceding sections that there are 
< mftffrehitt thmwt of eatb niif 

Tabie 7: Reduction in Povestv by Schemes 


Scheme 

Per Cent of Poor 
Who Crossed the 
Poverty Line 

Dairy 

35 

IVading 

56 

Agriculture 

52 

Village industries 

23 

Animal husbandry 

58 

Services 

20 

All schemes 

41 

SouKr. "Concurrent 
ISEC, 1986. 

Evaluation of IRW’, 

Table 8: Abandonment of Schemes 

Category 

Per Cent of Benefl- 
ciaries in Each 
Category Who 
Abandoned (he 
IRDP Scheme within 
the First IWo years 

Landless labourers 

36 

Cukivalors 

28 

Rich 

— 

AilcMegqries 

31 


SoH/per‘'Concurrent Evaluation of IRDP”, 
iSBC. 1986. 


Of tire time Interventions edndderad in this 
pwer. With a weak thrust, the changes 
initiated by state intervention ere likely to 
be partial, shrat-Uved and reversible by other 
ftnoes impinging on the nml economy. Alsa 
a little refle^on would tiiow that the dif¬ 
ferent changes described above are likely to 
occur m different speeds over time and 
space. 1b complicaic the sHuation fbrtber, 
changes proceeding at diffinrent rates could 
give conflguntions with widely varying out¬ 
come for the rural community. For enample; 
consider rituations where politicisation of 
rural groups is accompaitied by adequate 
economic thrust of development program¬ 
mes compared to the situations with serious 
imbaiance between the twa 

Following is a scenario conforming to the 
norms llkdy to be stipulated by the 
economist. The distinguishing feature of the 
scenario is a numerically large; viable and 
devriopment-receptive middle strata in the 
rural conununity. The presence of a viable 
middle strata keeps in check the processes 
of polarisation. Asitiring young people from 
the strata take a lead in devri<ming par¬ 
ticipatory and consultative systems in their 
local area. These systems, in thdr turn, make 
adequate provision for the rural poor in the 
plans for area development, at leak adequate 
enough to prevent outbreaks of acute con¬ 
flicts and to provide upward mobility to the 
enterprising among the rural poor. The rural 
elite have little room or incentive for exploi¬ 
tative activities but And many new oppor¬ 
tunities for retaining their leadership and 
status by promoting rural lobbies and taking 
up enterprises conducive to rural-urban inte¬ 
gration. Village factions link up with 
political parties and enable the rural com¬ 
munity to use competitive politics for 
developmental purposes. This, in a word, is 
a scenario of a successful integration of a 
rural community with the larger economy 
without the loss of its sense of identity and 
cohesion." It is not that the rural poor 
become happy and contented in this 
seenaria It is only suggested that they would 
acquire a measure of economic freedom and 
betier access to economic opportunities 
sdoag with some strengthening of the village 
•conomy. 

Fnsimism is so rampant among the 
economists that it would be quite super¬ 
fluous to mention the numerous ways in 
whidi the scenario could be one of rural 
resignation, disintegration and immiserisa- 
tios. The pessimistic scenarios ‘would be 
plausible if the growth process slackens, 
aucr6<conomic framework becomes weak 
and the elite groups become more and more 
fareficetive in steering the course of the 
national economy. It U imporunt to keep 
in mind the link tetween the macro and the 
■kto since, often, rural development is 
inken to depend only on the quantum of 
Aiada allottkl to development programmes. 
Kia precisely the uncertiunty of the emerg- 
ing icenario which makes it necessary for 
tire thepritt and the polky-maker to monitor 
the rural changes in the wake of sute inter- 
UMtion carefully and in detad without aUow- 
fog pre-conceived notitMis to dielort ons^s 


oMcrvitiont.» Thd intaiitipti oftiiikltiitir^: 
is to streu this need though we alio bdhivb 
that the Karnataka experiences would yidd 
some potitive lessons on how state intre- 
vention could help rural communities enter 
the main stream of growth and devdopmem. 

Nolee 

[A prdiminafy versioo pf this paper wBijMsented 
to the WbridConnesi of International Bco n oi n lc 
Assodailon held ui Delhi in December 1986. The 
paper drafts on the researches of a number of ool- 
teagum h* the Institute for Social |md Economic 
Change. A particular mention needs to be made 
of the propositions put forth by professor 
V K R V Rao on mioo-levct integration of rural 
communities which have influenM a number of 
studies on rural development carried out in the 
institute: Thanks are due to professor Rao and the 
other colleagues. Thanks are also due to the par¬ 
ticipants in the relevant world oongress sees ion for 
the many helpful comments received on the paper. 
Responsibility for the treaknetsei in the paper is 
solely that of the author.] 

1 In the period 1965-85,6 ysan, it; roughly one 
out or every three ye^ witiiessed severe 
drought in Karnataka. For details sec 
"Dstraght.' Some Issues and Probleffli", 

R SOeshpande, ISEC, July 1986. 

2 See Tfeuriers in Rural Deveimrment’. V M Rao; 
Bcmumlc and Mitical Hiekfy, July 2,1983. 

3 See *Ruia]Diveniflcation and the Strain for 
Rural Employment’, V M Rao In “Employ- 
mem Polity in a Developing Country—A Case 
Study of India" (ed), Austin Robinson and 
others, Macmillan, London, 1983. 

4 For example, the perspective prepared for the 
Sevemh Iwlfear Plan visualises the lifting up 
of all the ruml poor above the poverty line by 
the turn of the century. 

5 For an argument in fevour of tbit pnqwsmoB, 
tee 'Agri^tuial Growth in Inttia—A Review 
of Experiencct and Prospects', V M Raoaad 
R S Deshpande (jEPH', Ri^tew of Agricultutw 
September 20-27, 1986). 

6 These findings come from the Ph D disserta¬ 
tion in progress in ISEC by D S Oundu Rao 
on the theme of economic impact of the 
technological changes in ragi in the southeca 
part of Karnataka. 

7 Such oonfrontatioiu ate partlculatly noticasMe 
in rural pockets experiencing substantial la- 
crease in the demand for wage Mour. See 
‘Problems and Prospectt for Serlcukure 
Development In Karnataka—A FMd View’, 
G Thimmaiah and V M Rao in "SerieultuR 
for Rural Devdopmem" (edhHOHanumeppa, 
Himalaya Pubuthing House; Bombay, 1986. 

8 See ‘Reroutcet at the Margin: A Note on the 
Karnataka Ihnk Irrigation Ptemramme', 
V M Rao and M G Chandrakant, Economic 
end Mitkal Wukly (Review of Agrieultore), 
June 1984. 

9 ISEC's Concurrent Evaluation of IRDP 
covered two groups of beneficiaries—(a) cur¬ 
rent beneficiaries, i t, those who reoeiv«d 
assistance in a period of three months Im- 
mediatdy ptcceditv the date of interview and 
(b) Md benefidarict, i ^ those who Weeivsd 
assistance in the cerrespondlag period two 
years back. 

10 It is not our intention to generalise this pro¬ 
position beyond the regiont of Karnataka 
covered in our studies. It has been out* 
mperience that Nscatchen from north and east 
India often consider such a proposition quite 
unacceptable for their areas. 

11 Thit scenario relics In part on the insightt pro- 
vidsd by the two ttudles completed rcoently 
in ISEC. These are: (i) M V Nadkami's study 
on the ihrmers’ movements in Karnataka and 
(ii) V S Phrthasarathy’s intensive micro-level 
easue study of rural elite. Both these studies 
are in the press. 

12 Practicable procedutm and Indicators for such 
rnonitoring are suggested in "Information 
System for Rural Fto Implcmcntatioa” and 
“Indicators of Rural Charrge for Monitoring 
Rural Developmeat", V M Rao, ISEC, 1983. 
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Further Evidence on the Impact of Dairy 
Development Programme 

B Boivonder 
B Das Gupta 
Sanjeev Gupta 
S S R Prasad 

The impact of dairy development on nutrition and income has been a matter of great interest to policy-makers. 
At the same time it has been a subject of fierce controversy both in popular press as well as academic Journals. 
The proponents of the dairy development programme feel that such.activity does indeed raise the level of income 
and hence, the nutrition of the rural poor. As such the, dairy development programme needs to be encouraged 
through positive government policy. In contrast its critics assert that spread of dairying in rural areas is leading 
to tranifer of items of nutrition from the rural poor to the well-to-do in the urban areas. Even otherwise the 
contribution of dairy development programmes to incomes in rural areas is marginal. 

The present study attempts to examine the following hypotheses: (i) Dairy development has positively con¬ 
tributed towards the improvement of the economic and nutritional status of the rural areas; (ii) The lower income 
groups in rural areas derived positive benefits from dairy development in terms of food intake and income" (Hi) There 
has been a shortage of fodder in rural areas with dairy development programmes because of lack of integration 
of dairy development with other economic activities needed to support dairying. 


Introduction 

THE impact of dairy development on nutri¬ 
tion and income has been a matter of great 
interest to policy makers. At the same time it 
has been a subject of fierce controversy [1-9] 
both in popular press as well as academic 
journals. The proponents of the dairy 
development [2. S] programme feel that such 
activity does indeed raise the level of income 
and hence, the nutrition of the rural poor 
As such then the dairy development pro¬ 
gramme needs to be encouraged through 
positive government policy. In contrast it; 
critics [1, 8, 10] assert that spread of dairy¬ 
ing in rural areas is leading to transfer of 
items of nutrition from the rural poor to the 
well to do in the urban areas. Even other¬ 
wise the contribution of dairy development 
programmes to incomes in rural areas is 
marginal. It is against this background that 
was decided to carry out a survey of 10 
villages spread over three states. Out of these 
10 villages, five villages had extensive dairy 
development programmes and the other five 
had no special dairy oriented programmes. 

Objectives 

The r'.ethodology adopted here was to 
select five control villages with no dairy 
development programmes and compare their 
performance with five villages which have 
government sponsored programmes. In the 
former set of villages, individual traders were 
engaged in purchasing milk from the 
households. The sample was so selected that 
it included villages having IRDP program¬ 
mes in both sets of villages (table I). This 
way one would be able to shed some light 
on the impact of these programmes on the 
rural poor. 

The present study attempts to examine the 
following hypotheses: 

i) Dairy development has positively con¬ 
tributed towards the improvement of the 


economic and nutritional status of the 
rural areas [2, 5]; 

ii) The lower income groups in rural areas 
derived positive benefits from dairy 
development in terms of food intake and 
income [6]; 

iii) There has been a shortage of fodder in 
rural areas with dairy development pro¬ 
grammes because of lack of integration 
of dairy development with other 
economic activities needed to support 
dairying [7, 8, 9]. 

Selection of the Villages 

The five control villages were selected 
based on district level and village level data 
of the three states. The district level data on 
milk procurement was obtained from the 
Dairy Development Corporations of Andhra 
Pradesh and Karnataka. In the case of 
Maharashtra, data was collected through 
non-governmental agencies working on 
dairy development. The five villages with 
dairy development programmes were selec¬ 


ted based on the following criteria: 

i) quantity of milk procured; 

ii) prevalence of animal husbandry pio- 
grammes (veterinary hospitals, cattle in¬ 
semination programmes, and animal 
vaccination centres); 

iii) milch cattle distribution through govern¬ 
ment agencies; 

iv) dairy development programmes (milit 
collection and chilling centres, fodder 
distribution programmes, mineral and 
feed distribution programmes, etc); and 

v) weaker section development program¬ 
mes (such as integrated rural develop¬ 
ment project, self-employment schemes 
consisting of loans and assistance, etc). 

Table 2 gives details of the 10 villages 
selected in this study in terms of number of 
households, total population, distribution of 
farm holdings, and milk procurement in 
1983 (May and October). As can be seen, 
flve out of ten villages in table 3 do not have 
any milk procurement schemes (Mudivari- 
palle, Cheekulabailu, Kapavaram, Sandan- 


Table 1; Villages Selected 



Villages with IRDP 

Villages without IRDP 


Schemes 

Schemes 

Villages with dairy development 

Madikere 

Kacharam 

schemes 

Barlapalle 

Vemuiapalle 

Ardgaon 


Villages without dairy 
development schemes 

Sandanapalle 

Mudivaripalle 

Cheekulabailu 



Kapavaram 

1-akh 


Pairs of villages 

i) Madikere and Mudivaripalle 

ii) Barlapalle and Cheekulabailu 

iii) Vemuiapalle and Kapavaram 

iv) Kacharara and Sandanapalle 
V) Ardgaon and lakh 
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FIGURE: Location of the Ten Villages 

INOtA 



apalle and Lakh). Location of these ten 
villages are given in the figure in a map of 
India. The ten vili^es are so selected that 
these form five pairs of villages, each pair 
consisting of one village with dairy develop* 
ment and the other one without (Figure). 

Survey Methodology 

A detailed questionnaire was designed for 
conducting household surveys in 10 villages 
to collect data on the consumption of fo<^. 
The questionnaire sought to get details on 
various aspects given below; 

1. Socio-economic aspects 

- Household income 

- Land ownership 

- Consumer expenditure on major items 

- Number of cattle 

- Educational status 

- Occupation 

- Type of house 

- Nature of the family 

- Source of drinking water 

- Family si^e 

1. Nutritional aspects 

• Consumption and expenditure on 
cereals 

• Consumption of vegetable oils 

- Consumption of pulses 

■ Consumption of ghee and butter 

- Consumption of milk and milk 
products 

Consumption of vegetables 

- Cooking methods used 

3. Aspects relating to dairying 

- Yield of milk per cow/buffalo 

- Type/breed of cattle 

- Milk production 

- Milk retained for own consumption 

- Milk sold and price obtained 

- Milk products sold 

- Milk purchased 

- Milk products purchased 

- Fodder consumption 

4. Agricultural asjsccts 

- Crops produced 

- Equipment used in farms 

- Area under irrigation 

- land use details 

- Fuel consumption 

- Fuel collection modes 

For surveying these ten villages, five field 
investigators were selected from the local 
areas, having knowledge of the local 
language. The senior field investigator 
trained these investigators on the mode of 
adnTinistcring the questionnaire in the 
household and local names to be used for 
each item. The household survey was carried 
out for two seasons namely lean months 
(during summer) and flush months (during 
rainy season). During the lean months 
(March to August) green fodder is not 
available and agricultural employment is 
low. During the flush months (^ptemper to 
February) availability of green fodder 
increases tu also agricultural employment. 
In this survey instead of using sampling, a 
1(X> per cent coverage of all households was 
made. 


Survey Results 

The 1,343 households consisted of 4 land¬ 
holding classes (landless group represents 
households having farms less than 0.04 ha 
per household, marginal farms are those 
with holdings from 0.041 to 0.99 ha in size, 
small farms aic those with holdings from 
I ha to 1.99 ha in si/e. and large farms are 
farms greater than 2 ha in si/e). 

The analysis of consumption i«. given in 
table 4. The average income per capita per 
year is Rs 1,168. The average land owning 
is 0.80 ha per capita. The cattle ownership 
is 1.32 non-descript cows (local breed) per 
household and 1.06 buffaloes. Average milk 
yield is 0.578 kg per day per household dur¬ 
ing the lean months. Milk retained for own 
consumption during lean months is 0.18 kg 
per household per day. 

' Analysis of Results 

The following parameters are compared 
for the 10 villages, grouping them into two 
classes namely with and without dairy 
programmes; 


i) Consumption of cereals 

ii) Consumption of pulses 

iii) Consumption of milk products 

iv) Consumption of vegetable oils 

v) Consumption of nuts and oil seeds 

vi) Consumption of meat/eggs/fish 

vii) Per capita production of milk 

viii) Milk retained for hou.sehold con¬ 
sumption 

ix) Average yield per milch cow/buffalo 

x) Number of cat.le obtained through 
government loans 

xi) Quality of cattle 

To examine the relationship of dairy 
development with economic status, two 
regressions were run having dependent 
variables as (i) consumption of milk and 
milk products, and (ii) total food consump¬ 
tion. The objective was to ascertain the 
statistical influence of different factors on 
these variables. Appendix I gives the details 
of variables used in the r^ression analysis. 

ALL ViLI ACES 

The regression analysis for the two depen- 
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tfeitt, vuiibtei from aU 

viU«|e( «ws carried out fK die twp seasoM 
separately. For the lean season (tdile S) it 
was found that consumption of milk and 
milk products was positively influenced by 
(1) mw yield per animai.(ii) consumption 
Of pioceaied pulses, and (iii) size of irrigated 
form. It was also found that consumption 
of milk and milk products was negatively 
influenced 1^ (1) consumption of pulses, 
(ii) number of non-descript (ND) cows, 
tUi) milk sold to co-operatives, iv) milk sold 
to individuals, and (v) number of graded 
murah breed cows. Ilie implication of this 
is that dairy development has had a positive 
effect on consumption of milk and milk pro¬ 
ducts through higher milk yield made possi¬ 
ble by availability of better quality animals. 

The total food intake (table S) was found 
to be a function of income and the numbet 
of non-descript buffaloes owned. This result 
indicates that distribution of ND buffaloes 
under the dairy devdopmoit scheme has 
resulted in increased lewis of food intake. 
Dairy development improves the income 
through substitution of non-descript cows 
with higher yielding non-descript buffaloes. 
The higher number of non-productive, non¬ 
descript cows is actually a major constraint 
in the way of development in rural areas 
since their marginal productivity is much 
lower vis-a-vis non-descript buffaloes. 

Far the other season too, the consumption 
of milk and milk products wu positively 
influenced by the number of ND buffaloes, 
^ilk yield and consumption of processed 


pulses. It was negatively isnuaii^ by the 
number of local varfotfos^P)of cowi ftff 
low productivity). Tbtal imd intake has been 
found to be positively influenced by 
(i) income; (ii) number of ND cows, (iU) milk 
Weld, and 0v) total land owned whereat it 
it negatively influenced by irrigated farm 
size, unirrigated farm size and number of 
l^brid cows. During this season, ND cows 
also contributed to foe total food intake 
since they generat«l additional Income in 
addition to income from employment. 

Villages with and without Dairt 

DEVELOmENT 

Disaggregated analysis of food intake was 
carried out in dairy and non-dairy villages 
to |auge the impact of dairy progiannnes. 
For this purpose, household consumption 
data for ^1 the households in dairy villages 
was pooled and compared with consumption 
data in all households without dairy 
development programmes. Ihble 6 gives 
mean food intake per household as well as 
per capita consumption per month. The 
total food intake per capita per month is 
23.64 kg in the households in villages with 
dairy development programmes whereas this 
is only 20.31 kg in the households in villages 
without dairy development, during the lean 
months. For the next season also food in¬ 
take is higher in households with dairy 
development (21.38 kg per capita per month 
against 18.9 kg for households in villages 
without dairy development). The differences 
exist for cereals, non-ve^tarian foods, milk 

Table 2: CHAEACTEaisrics of the Ten Villages 


and iidfo pRkIttcti, aiid Vaiitridaa la foriw 
of comampekin.oon^pdon of milk 
and milk i^uctt is significantly MglNr for 
houkeholds in villages with dairy devulop- 
mm. During the lean season, the par capta 
milk consumption is 0.52 kg per mqiifo and 
0.23 kg per capita for dairy and non-dairy 
viUages, respeedvdy. For the noct season, the 
milk and milk products consumption is 043 
kg per div end 0.18 kg per day Ite dairy and 
non-dairy villages respectivdy. The con¬ 
sumption of cereals, non-vege^an foods, 
and vegetables also dispimrs a similar trend 
indicating that the calorie intake as well as 
nutritional status of households in dairy 
villages is at a higher level. Some earlier 
studies also corroborate these observations 
[2, 5]. One recent study has indicated that 
milk is rardy consuined by low income 
groups [10]. Our study dom not support this 
observation. 

The regressions were run ondau idating 
to househtdds in dairy villages. The milk and 
milk product consumption (table 8) is 
positivdy influenced by (i) milk yield pet 
animal, (ii) consumimon of processed 
pulses, atm (Ui) irrigate farm size whereas 
as it is negatively related to (i) milk sold to 
co-operatives and commercial agents, and 
(ii) number of ND cows. The total food con¬ 
sumption for thejean season wu found to 
be related only to the income. Other 
variables turned out to be statistically 
insignifleant. 

For the second season, it is found that the 
consumption of milk and milk products rises 


ViUage 


Ihiticulars 


Total Population Cattle 
House- . Popu- 

holds lation 


_ Type of Fanpen (Households) _ Milk Pro- Milk Pro- 

Landless Marginal Small (No Large (No curemem cuiemem 
(No of (No of of House- of House- through through 

House- House- holds***) holds****) Co-opera- Co-opeia- 

holds*) holds**) tive Socie- tive Socie¬ 

ties in ties in 
May 83 Per October 83 
Day in Per Day in 
Litre Litre 


Madikeie 

(Kanuoakn) 


19S 

1013 

500 

37 

66 

63 

29 

248 

320 

Barlapalle 
(Andto Pradesh) 


109 

546 

258 

SI 

17 

29 

12 

119 

185 

>tanulapalle 
(Andhra Pradesh) 


204 

730 

424 

113 

47 

19 

25 

85 

155 

Kacharam 
(Andhra Pradesh) 


190 

873 

588 

39 

53 

40 

58 

103 

250 

Ar^lgaon 

(Maharashtra) 


101 

716 

453 

26 

20 

15 

40 

200 

225 

Mudivaripalle 

(Karnataka) 


55 

277 

83 

12 

37 

5 

1 


_ 

Cbeekulabailu 
(Andhra Pradesh) 


118 

643 

192 

82 

8 

21 

7 



Kapavaram 
(Andhra Pradesh 


85 

325 

155 

38 

23 

16 

8 

_ 


Sandanapalle 
(Andhra Pradesh) 


195 

944 

781 

33 

69 

35 

58 



Ukh 

(Maharashtra) 


92 

502 

327 

24 

24 

16 

28 

— 

— 


Nour, * Landless group repiesenu households having farms less than 0.04 ha (irrigated area) per household (I ha of irtigMad area is equivalent 
to 2 ha of uniRigated area for this classification). 

** Marginal farms are those with holdings from OiMl to 0.99 ha (irrigated area) in size. 

*** Small farmers are those with fum holdings from 1.0 ha to 1.99 ha (irrigated area) in size 
**** Large forms are forms greater than 2.0 ha (irrigated area) in size. 
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irith 0) number of ND boffrioeii 00 milk 
yidd and (tti) eonwmption of pmeemed 
pidMi. In the cue of Rpodon with income 
M dependent v viable multi obtained were 
limilv to that for the evlwr leaion. In the 
cue of total food (i) incmn^ (ii) number of 
NO cowi, (iii) milk yield, and (iv) farm lize 
mtributcd towards greater intake. ND cows 
were found to have a positive influence since 
their milk yield increases with the use of 
marginal inputs. The effect of income on 
food intake is rather small as indicated by 
the size coefficient of the income term. 


The ngreMion muiu partdtaiiof to the 
housdtolds in nonrdairy viflages for two 
seasons are given in table 9. Theresuiuare 
for one season only. According to flK results, 
consumption of mUk and milk products in* 
creases with (i) mi|k yield, (ii) consumptior 
of processed pulses, (iii) irrigated land and 
(iv) number of ND buffaloes. It decreased 
with (i) consumption of pulses, (ii) number 
of desvipt cows and (iU) farm' sizn Ibtal 
flood intake is found to be positively in* 
fluenced by (i) incomt; (ii) number of ND 
buffaloes, (iii) number of hybrid cows and 


negatively related with land. 

For the second seuon, in households 
without dairy devdopment the oonsuniption 
of milk and milk products is positiv^ in* 
fluenced by (i) number of ND buf'sloes, 

(ii) coiMumption of pulses, (iii) milk sold to 
commercial agents, and (iv) mUk sold to co* 
operative societies. Ibtal food intake goes up 
with (i) income, (ii) number of ND cows, and 

(iii) number of ND buffaloes and comes 
down with number of high breed cows such 
u number of HF cows and Jersey cows. This 
could mean that high breed cows require 


Table 3: Development Suppov in the 10 ViLiAuea 


Village 

Animal Husbandry 
Programmes 

Dairy Development 
Programmes 

Weaker Section Bene¬ 
fited under Various 
Schemes during 
1982*83 

Education Etcilities Medical FacUitiesi 

Madikere 

i) Veterinary hospital 

i) Mdk collection i) Rural development 

Primary school 

Dispensary 




centre 

prograimne 





ii) Livestock unit 

ii) Distribution of 


Middle school 





fodder programme 





Bvlapalle 

i) Veterinary hospital 

i) Milk collection i 

i) Rural development 

— 

— 




centre 

programme 






ii) Sdf-employment 







scheme 




Vemulapalle 

i) Veterinary hospital 

i) Milk collection j 

i) Self-employment 

Primary sdiool 

Public health centre 



centre 

scheme 

Middle school 





ii) Distribution of 







mineral mixture on 







30 per cent cost 





Kacharam 

i) Rural livestock 

i) Milk collection i 

I) Rural development 

Primary school 

Dispensary 



unit 

centre 

progminine 

Middle school 



Ardgaon 

i) Veterinary hospital 

i) Milk collection i 

i) Self-employment 

Primary School 

Dispensary 




centre 






ii) Livestock unit 

ii) Distribution of 

Middle school 





fodder programme . 





Mudiwipalle 

— 

— 

— 

Primary school 

— 


Chcekuiabailu 

i) Veterinary hospital 

— 

— 

Primary school 

Public health centre 

Kapavaram 

— 

— 

— 

Primary school 

— 


Sandanapalle 

— 

— i 

i) Rural development 

Primary school 

— 





programme 




Lakh 

i) Livestock unit 

i) Distribution of 

i) Sdf-employment 

PriiiMry school 

— 




fodder programme 

scheme 





Table 4; PAitAMETEiis Pevainino to Daiky Develupment 





(April-Sepiember) 




Category 

With Dairy Development 

Without Dairy Development 

All Villages 


Per Household Per Capita 

Per Household 

Per Capita Per Household Per Capita 

Family size (Nos) 


4.281 - 

4.543 


4.383 


Income (Rs per year) 3,023.439 1,173.89 

3479.362 

1,162.00 

3,120.342 1,168.23 

Ibud land (Hect) 


3.124 0.73 

4.109 

0.88 

3.505 

0.80 

Irrigated land (Hect) 

0.862 OM 

0.6S13 

0.15 

0.787 

0.18 

ND cow (Nos) 


1.118 0.26 

1.628 

0.36 

1.321 

0.30 

HF cow (Nos) 


0.018 0.004 

3.009 

0.0019 

0.14 

0.30 

Jersey cow (Nos) 


0.101 0J)20 

0.013 

0.0033 

0.07 

0.02 

ND toiffalo (No) 


1.177 0.27 

0.891 

0.200 

1.06 

0 21 

Graded munah (No) 

0.003 0.007 

0.013 

0.003 

0.0078 

0.0017 

l^k yield (Kgs per day) 

0.788 0.18 

0483 

0.060 

0.578 

0.130 

Milk sold to co-opeiatives 






(Kgs per day) 


0.463 0.11 

0.006 

0.001 

0.274 

0.06 

Milk sold to commercial agencies 






(Kgs pv day) 


0.092 oxa 

0.130 

0.140 

0.123 

0.03 

Milk retained (Kgs per day) 

0.218 0.03 

0.128 

0.03 

0.180 

0.04 

Monthly household expenditure 






(Rs) 

158.772 37.09 

143.657 

32.06 

152.794 

34.8f ' 

Ibtal population 


2^ 

2133 

3063 


Ibtal household 


684 

470 

1134 







feed which effects the expenditure of house¬ 
holds, particularly where infrastructural sup¬ 
port for maintaining the animals is lacking. 

Over all the regresHon results indicate that 
number of ND buffaloes and milk yield have 
a statistically significant influence on 
household income. And milk yield has in¬ 
deed gone up in villages where dairying 
activity has been undertaken by the govern¬ 
ment at its agencies. Thus it can be conclud¬ 
ed that dairy development has contributed 
to higher levels of income. 

To sum up, as can be judged from the data 
for the 10 villages, dairy development has 
resulted in (i) higher levels of income, 
(ii) higher levels of consumption of milk and 
milk products, and (iii) total food intake. 
Consumption of milk and milk products is 
high in households where milk yields are 
high and the number of ND buffaloes are 
high. Both these are achieved through dairy 
development programmes. In the case of 
household income, (i) irrigated land, 
(ii) number of ND buffaloes, and (iii) milk 
sold to co-operatives have contributed 
positively to increa.se in income, whereas 
number of ND cows have a negative in¬ 
fluence on income indicating that they act 


as a dr^n on the resources during the.iean 
season. Wherever dairy development has 
contributed to (i) high milk yield per 
animal, or (ii) number of ND buffaloes, or 
(iii) improved marketing channels in the 
form of co-operatives, there has been a 
positive influence on income. With respect 
to total food intake it is found to be 
dependent on income and number of ND 
buffaloes during lean season whereas during 
the flush season a large number of factors 
contribute to the total food intake such as 
milk yield and the number of ND cows. For 
non-dairy villages provi.sion of mere high 
breed cows have not resulted in higher food 
intake. 

Impact of Dairy DtvELOHMbNT on 
Various Strata of Rural Population 

To identify whether dairy development has 
any positive influence on economic and 
nutritional levels of rural population food 
intake has been studied in terms of 4 income 
groups based on landholding sizes. 

In the case of agricultural labourers and 
landless persons, food intake per capita was 
found to be 25.70 kg per month per hou.se- 
hold in dairy villages and 18.52 kg per 


month for households wUhout. daiiV 
development, during the lean season 
(table 10). During the next season the per 
capita consumption is 20.54 kg per month 
and 19.55 kg per month. This indicates that 
dairy development has helped the landless 
population to stabilise their nutritional in¬ 
take. Consumption of milk products is 
substantially higher in the case of house¬ 
holds with dairy development programmes. 
The consumption of pulses, non-vegetarian 
foods and vegetables are also higher for 
dairy households. In the case of households 
having marginal farms, the total food intake 
is higher in villages with dairy (21.52 kg) 
compared to that without dairy development 
(19.59 kg) (table 11). Similar trend is 
observed during the second season as well 
for dairy villages (20.46 kg per month) com¬ 
pared to that non-dairy villages (18.22 kg per 
month). In the case of small farm owners, 
the total food intake is higher for dairy 
villages during the lean period, but during 
the flush sea.son the food consumption 
values are close to each other. For large farm 
owners in dairy villages per capita food con¬ 
sumption is higher for both the seasons 
compered to the large farm owners in non- 


Tabi 1 6: Food 1m \ki in Dairy and Non-Dairy Vili v.i s 
(April-Scptember) 


(Monthly Consumption) 


N. Category 

With Daily Villages 

Without Dairy Villages 


All Villages 



Mean (Per 

Standard 

Pci Capita 

Mean (Per 

Standard 

Per r.’apita 

Mean (Per 

Standard 

Per Capita 


Hou.suliold) 

Deviation 

(jvil 

Household) 

Deviation 

Con- 

Household) 

Deviation 

Con- 

Items 


(Per House- 

sumption 


(Per House- 

stimption 


(Per Hou.se- 

sumption 

(Kgs) 


hold) 



hold) 



hold 


Cereals 

70.023 

121.272 

10.-16 

63.057 

44.232 

13.88 

67.132 

96,963 

15 32 

Pulses 

0.012 

0.153 

0.002 

0.277 

0.767 

0.06 

0.116 

0.516 

0,0.30 

Processed pulses 

1.525 

1.466 

0.360 

1.685 

1.477 

0.37 

1.587 

1.472 

0.36 

Nuts and oil seeds 

1.197 

4.935 

0.28 

1.268 

2.110 

0.28 

1.221 

4.009 

0,28 

Roots 

3.677 

2.510 

0.86 

3.517 

2,117 

0.77 

3.610 

2.353 

0.82 

Non-veg 

5.757 

6.932 

1.34 

5.502 

6.978 

1.21 

5.641 

6.930 

1.29 

Fruits 

6.72g 

13.880 

1.57 

6.721 

12.858 

1.48 

6.650 

13.398 

1.52 

Milk utd milk products 










per day 

2,205 

3.541 

0.52 

1.043 

2.461 

0.23 

1.728 

3.187 

0.39 

Fkts and Oils 

1.143 

1.I9S 

0.27 

1.487 

1.492 

0.33 

1.278 

1.328 

0.29 

Vegetables 

8.956 

18.851 

2.09 

7.723 

4.234 

1.70 

8.421 

14.678 

1.92 

Ibtal food intake 

101.224 

127.942 

23.64 

92.281 

57.622 

20.31 

97.581 

105.197 

22.26 



Table 7.: Food Intake in Dairy and Non-Dairy Vilijic.es 







(October-March) 













(Monthly Consumption) 

Category 

With Dairy Development 

Without Dairy Villages 


All Villages 


X, 

Mean (Per 

Standard 

Per Capita 

Mean (Per 

Standard 

Per Capita 

Mean (Per 

Standard 

Per Capita 


Mousehold) 

Deviation 

Con- 

Household) 

Deviation 

Con- 

Household) 

Deviation 

Con- 

Particulars X. 


(Per House- 

sumption 


(Per House- 

sumption 


(Per House- 

sumption 

(Kgs) \ 


hold) 



hold) 



hold) 


Cereals 

66.461 

32.687 

14.11 

70.101 

33.414 

13.39 

67.661 

33.166 

13.77 

Pulses 

0.861 

5.020 

0.18 

0.807 

1.524 

0.15 

0.837 

4.038 

0.17 

Processed pulses 

1.796 

1.640 

0.38 

1.876 

1.824 

0.36 

1.821 

1.714 

0.37 

Nuts and oil seeds 

1.154 

1.746 

0.24 

1.418 

2.000 

0.27 

1.252 

1.850 

0.25 

Roots 

3.646 

2.303 

0.77 

3.181 

1.713 

0.61 

3.456 

2.112 

OJO 

Non-veg 

6.145 

7.074 

1.30 

4.870 

5.565 

0.93 

5.635 

6.557 

1.15 

Fruits 

5.155 

9.231 

1.09 

5.663 

8.548 

1.08 

5.335 

8.965 

1.09 

Milk and milk products 










per day 

2.516 

3.546 

0.53 

0.949 

1.920 

0.18 

1.904 

3.114 

0.39 

Rita and Oils 

1.569 

2.374 

0.33 

1.454 

0.999 

0.28 

1.520 

1.939 

0.31 

Wgetables 

11.435 

6.656 

2.43 

8.680 

5.603 

1.66 

10.342 

6.422 

2J0 

Ibtal food intake 

100.738 

48.860 

21.38 

98.998 

45.534 

18.90 

10a066 

47492 

20.36 


A-10 








Toul food products 45.39482 0.008714 6.18876 - 0.65664 - 3.31497 20.49022 _ _ _ 0.49353 90.42848 

consumption F = (14.428) (14.0886) (4.626) (2.446) (2.345) (2.2436) 

TFD = 45.39482 + 0.008714 INCOME ■.■6.18876 ND BUFFA -0.65664 LAND -3.31497 IRRLAND +20.49022 GRDMURAH 


II-V 




dairy villagei (td>le 12). 

Coming to the parameters pertaining to 
dairy development, in the landless category 
(table 13) per capita income, number of ND 
buffaloes, milk yield, milk retained per day 
are significantly higher for the dairy villages. 
For example, 0.03 kg of milk is retained for 
own consumption by the landless popula¬ 
tion in dairy villages whereas it is only 0.01 


in non-dairy villages. Income par ct^rita is 
Rs 933 (dai^) and Rs 102 (non-dairy) pa 
year. The milk yield during flush season for 
the landless population is 0.4S6 kg per day 
per household for dairy villages whereas it 
is only 0.139 kg for non-dairy villages. The 
difference is significant during the lean 
(table 13) season (0.235 kg per day and 0.063 
kg per day for doirv and non-dairy house- 


hoKlit). Dairy dcvdbpiitent hetpa tn ilabi- 
Using the milk yield du^ the months. 
A diailar trend is obser^ tm owners of 
marginal ftums (table 14), ownen of small 
farms and ownen of large farms (table IS). 
This clearly supports the hypothesis that 
dairy devriopment has residted in (i) higher 
mUk yidd, (ii) higher quantities of milk to 
be retain^ for own consumption, and 


Table 10: Food Intake— Landless 
(April-September) 


(Monthly Consumption) 


Category 


With Dairy Development 



Without Dairy Development 


Mean (Per 

Standard Devia- 

Per Capita 

Mean (Per 

Standard Devia- 

Per Capitt 

Items 

Hou.sebold) 

tion (Per Consumption 

Household) 

tion (Per 

Consumption 

(Kgs) \ 


Household) 




Household) 


Cereals 

67.475 

189.835 

18.70 

45.241 


27.321 

12.650 

Pulses 

0.004 

0.061 

0.001 

0.0107 


0.145 

0.002 

Processed Pulses 

0.95I 

1.247 

0.29 

1.173 


1.039 

0.33. 

Nuts .md Oilseeds 

0.747 

1.547 

0.23 

1.743 


2.158 

0.49 

Roots 

2.626 

1.706 

0.80 

2.508 


1.80 

0.70 

Noii-veg 

4.170 

5.569 

1.27 

3.162 


5.037 

0.88 

Fruits 

4.906 

10.940 

1.49 

4.372 


8.178 

1.22 

Milk and milk products 








pel day 

1.094 

2.051 

0.33 

0.450 


1.308 

0.13 

Fats and Oils 

0.898 

1.452 

0.27 

1.016 


0.611 

0.28 

Vegetables 

7.589 

14.210 

2.31 

6.565 


3.369 

1.84 

1'oial food intake 

84.460 

193.094 

25.70 

66.241 


37.222 

18.52 



T\Bi L 11: Food iNrAKE-MARCiNAi Farmers 






(April-September) 











(Monthly Consumption) 

Category 


With Dairy Development 



Without Dairy Development 


Mean 

Standard 

Per Capita 

Mean 


Standard 

Per Capita 

Items 

(Per Household) Deviation Consumption 

(Per Household) 

Deviation 

Consumption 

(Kgs) 


(Per Household) 




(Per Household) 


Cereals 

61.110 

23.319 

14.74 

59.554 


24.905 

13.06 

Pulses 

0.012 

0.152 

0.002 

0.149 


0.486 

0.03 

Processed pulses 

1.360 

1.380 

0.33 

1.603 


1.281 

0.35 

Nuts and oilseeds 

0.512 

0.841 

0.12 

0.554 


1.342 

0.12 

Roots 

3.529 

1.642 

0.85 

4.108 


1.889 

0.90 

Non-veg 

5.587 

7.178 

1.35 

5.953 


7.(311 

1.31 

Fruits 

5.971 

13.547 

1.44 

6.399 


14.099 

1.40 

.Milk and milk products 








per day 

2.250 

3.401 

0.54 

1.216 


2.594 

0.27 

Fats and oils 

0.948 

0.951 

0.24 

1.635 


2.226 

0.36 

Vegetables 

7.936 

4.483 

1.91 

8.189 


4.874 

1.80 

Total food intake 

89.215 

35.957 

21.52 

89.365 


41.598 

19.59 



TABL^ 12: Food iNfAKE -Smai i Farmers 






(April-September) 











(Monthly Consumption) 

Category 


With Dairy Development 



Without Dairy Development 

X, 

Mean 

Standard 

Per Capita 

Mean 


Standard 

Per Capita 

Items 

(Per Household) Deviation Consumption 

(Per Household) 

Deviation 

Consumption 

(Kgs) \ 


(Per Household) 




(Per Household) 


Cereals 

i. 70.991 

25.281 

14.95 

78.830 


40.448 

14.42 

Pulses 

W 0.009 

0.093 

0.001 

0.447 


0.951 

0.08 

Processed pulses 

1.948 

1.514 

0.41 

1.745 


0.871 

0.32 

Nuts and oilseeds 

2.638 

11.322 

0.56 

1.809 


2.576 

0.33 

Roots 

4.595 

2.428 

0.97 

3.894 


1.772 

0.71 

Non-veg 

5.259 

6.925 

l.ll 

54)21 


5.655 

0.92 

Fruits 

5.000 

10.850 

1.05 

4.447 


8.992 

0.81 

Milk and milk products 








pel day 

2.698 

3.613 

0.57 

0.936 


2.171 

0.17 

Fats and oils 

1.207 

0.612 

0.25 

1.532 


0.687 

0.28 

Vegetables 

9.198 

3.660 

1.94 

7.787 


2.166 

1.42 

Total food intake 

103.543 

36.044 

21.80 

106.447 


43.747 

19.47 
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(iU) higher levels of income through sate of 
milk per household in all the four land- 
holding .classes. 

Effect of Dairy development on 
Nutritional Status 

lb examine the impact of dairy develop¬ 
ment on nutritional aspects, two hypotheses 
were tested, namely 

i) in households' of villages with dsury 
devdopment programmes, the calorie in¬ 
take is higher for both the seasons, com¬ 
pared to that in households of villages 
without dairy development programmes, 

ii) in households of villages with dairy 
development programmes the protein in¬ 
take is substantially higher for both the 
seasons, compared to that in households 
of villages without dairy development 
programmes. 

'Able 16 gives the calorie intake during the 
lean months for the five villages with dairy 
development programmes and for the other 
five villages without dairy development pro¬ 
grammes separately. The calorie intake is 
substantially higher during the lean months 
indicating that dairy development helps ir> 
stabilising the calorie intake. For dairy 
villages the calorie intake is 2,502k calories 
during the lean season (table 16) and 2,274 k 
calories during the flush season. For the 
non-dairy villages the calorie intake is 
2,096 k calotics (table 16) and 1,972 k calories 
per capita per day for the lean months and 
flush months. This clearly shows that dairy 
development programmes help in stabilising 
the calorie intake during lean or difficult 
months. 

lo examine the impact of dairy develop¬ 
ment on intake of protein and the contribu¬ 
tion of milk protein to total protein intake, 
the protein equivalent of foods consumed 
are estimated by taking the protein equiva¬ 
lent values (of Indian foods estimated by 
National Institute of Nutrition, Hyderabad) 
and multiplied with the consumption values. 
Table 17 gives the protein intake per month 
for dairy and non-dairy households 
separately. In dairy villages the protein in¬ 
take per capita per month is 2.49 kg and 2..f2 
kg for the lean and flush season respective, 
ly. For the non-dairy households the protein 
intake is 1.9.4 (table 17) and 1.79 kg per 
month for lean and flush seasons. Dairy 
development programmes have, thus, con¬ 
tribute to a higher level of protein intake. 
This is supported by the fact that in dairy 
villages milk and milk products account for 
21.94 per cent and 24.01 per cent of the total 
protein intake (for lean and flush months) 
whereas it is at a substantially lower levels 
in the case of non-dairy households (12.43 
per cent and I0.S6 per cent during lean and 
flush months). This shows that dairy 
development contributes positively to the im¬ 
provement of nutritional status in villages. 

Fodder Shortaof 

One major problem that has been 
encouBieivd in almost all villages is fodder 
shortage. Cattle distribution is not linked up 


Table 13: PARAMereas Pekiainino to Landless 
(April-September) 


"-■--^CateBory 

With Dairy Devdopment 

Without Dairy Development 

Pntlculan'\,^ Per Household 

Per Capita 

Per Household 

Per Capita 

ibinily size (Nos) 

3.287 


3.576 

» 

Income (Rs per year) 

3068.679 

933.580 

2870.681 

802.76 

Ibtal land (hect) 

0.000 

0.000 

0.000 

0.000 

Irrigated lud (hect) 

0.000 

0.000 

0.000 

0.000 

ND cow (Nos) 

0.106 

0.030 

0.288 

0.080 

HF cow (Nos) 

0.01S 

0.0045 

0.000 

0.000 

Jersey cow (Nos) 

0.008 

0.0024 

0.000 

0.000 

NB buffUo (Nos) 

0.423 

0.130 

0.188 

0.050 

Graded murrah (Nos) 

0.000 

0.000 

0.000 

0.000 

Milk yidd (kgs per dmr) 
Milk sold to co-operatives 

0.23S 

0.070 

0.063 

0.020 

(kgs per day) 

Milk sold to commercial 

0.128 

0.040 

0.016 

0.0048 

agencies (kgs per day) 
Milk retained 

0.053 

0.020 

0.015 

0.004 

(kgs per day) 

Monthly household 

0.045 

0.010 

0.026 

0.007 

expenditure (Rs) 

Ibtid population 

Tbtal household 

155.238 

871 

265 

47.230 

163.686 

683 

191 

45.770 


Table 14: Parameters Pertaininc to Marginal Farmers 




(April-September) 



'^"-..^..^tegory 

With Dairy Development 

Without Dairy Development 

Particulars^''---..^ 

Per Household Per Capita 

Per Household 

Per Capitt 

Family size (Nos) 

4.145 


4.561 


income (Rs per year) 

4013.663 

968.31 

4581.081 

1004.40 

Ibtal land (bea) 

1.277 

0.31 

1.244 

0.270 

Irrigated hmd (hect) 

0.494 

0.12 

0.453 

0.100 

ND cow (Nos) 

0.773 

0.19 

0.872 

0.190 

HF cow ^os) 

0.006 

0.0014 

0.000 

0.000 

Jersey cow (Nos) 

0.029 

0.007 

0.014 

0.003 

ND buffalo (Nos) 

1.105 

0.27 

0.709 

0.160 

Graded murrah (Nos) 

0.012 

0.0029 

0.020 

0.004 

Milk yield (kgs per day) 0.692 

Milk sold to co-operatives 

0.170 

0.264 

0.060 

(kgs per day) 

Milk sold to commercial 

0.419 

O.IO 

0.000 

0.000 

agencies (kgs per day) 
Milk retained 

0.093 

0.02 

0.047 

0.01 

(kgs per day) 

Monthly household 

0.169 

0.04 

0.115 

0.03 

expenditure (Rs) 

Ibtal population 

Tbtal household 

129.634 

31.27 

713 

172 

115.838 

675 

148 

25.40 

Table 15: Parameters Periainino to Large Farmers 
(April-September) 


''''--,^ategory 

With Dairy Development 

Without Dairy Development 

Particulars 

Per Household Per Capita 

Per Household 

Per Capita 

Family size (Nos) 

6.053 


6.190 


Income (Rs per year) 

10258.779 

1694.83 

11398.81 

1841.49 

Tbtal land (hect) 

11.551 

1.91 

18.315 

2.96 

irrigated luid (heel) 

2.908 

0.48 

2.461 

0.40 

ND cow (Nos) 

3.282 

0.54 

5.929 

0.96 

HP cow (Nos) 

0.03i 

0.005 

0.000 

0.000 

Jersey cow. (Nos) 

0.336 

0.06 

0.060 

0.009 

ND buffalo (Nos) 
Graded murrah- 

2.649 

0.44 

2.762 

0.450 

buffalo (Nos) 

0.000 

0.00 

0.048 

0.0077 

Milk yield (kgs per day) 1.779 

Milk sold to co-operatives 

0.29 

8.845 

0.140 

(kgs per day) 

Milk sold to commercial 

1.053 

0.17 

0.000 

0.000 

agencies (kgs per day) 
Milk retained 

0.076 

0.01 

0.107 

0.020 

(kgs per day) 

Monthly household 

0.573 

0.09 

0.369 

0.060 

expenditure (Rs) 

TbiJtl population 

Tbtal household 

206.70 

34.15 

551 

116 

161.048 

520 

84 

26.02 
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Table 16: Calokie Intake (April-September) 


Category 

Cdorie Per 
Person Per 
Day Intake 
in Villages 
with Dairy 
Develop¬ 
ment 

Programmes 

Calorie Per 
Person Per 
Day Intake 
in Villages 
without 
Dairy 
Develop¬ 
ment 

Programmes 

Cereals 

1897.76 

1610.08 

Pulses 

0.22 

6.65 

Processed pulses 

42.12 

43.29 

Nuts and oilseeds 

5.24 

52.36 

Roots 

17.20 

15.40 

Non-veg 

53.15 

48.00 

Fruits 

52.33 

49.33 

Milk and milk 



products 

312.00 

138.00 

Fats and oils 

81.00 

99.00 

Vegetables 

41.80 

34.00 

Ibtal caloric 



intake per month 

2502.82 

2096.12 


Table 17: Pkotein lNTAKE;(AprU-September) 


Category 

Protein Protein 

Intake Intake 

Per Month Per Month 
in Villages in Villages 
with Dairy without 

Develop- Dairy 

ment Develop- 

Programmes ment 

Programmes 

Cereals 

4311.19 

2667.04 

Pulses 

1.22976 

26.901 

Processed pulses 

235.0598 

176.179 

Nuts and oilseeds 

207.419 

151.24 

Roots 

45.32 

29.591 

Non-vcg 

745.4688 

490.836 

Fruits 

55.163 

37.92 

Milk and milk 



products 

1598.67 

515.58 

Vegetables 

85.67 

50.81 

Total protein intake 7285.19 

4146.10 

Per capita protein 



intake per month 

2.49 

1.94 

Contribution of milk 


and milk products 


(per cent) 

21.94 

12.43 


with the fodder seneriuion programme 
Ihble 18 gives the details of fodda shortage 
in terms of the four landholding classes. 
Data clearly indicates that fodder.shortage 
is severe among the landless labourers and 
marginal farmers. Tlie problem is acute in 
dairy villages because of existence of higher 
number of cattle in milch. In Medikere, out 
of 143 households having cattle, 36 
households have reported shortap of fod¬ 
der. Out of these 36 households, 27 
households ate in the landless and marginal 
landholding category respectively. It is clear 
then that the dairy development program¬ 
mes should include fodder development as 
an intrinsic component. 

In this study diuty development has been 
deHned in a broader sense. In certain villages 
milch cattle have been distributed through 
IRDP schemes. To separately estimate the 
effects of dairy development and IRDP 
schemes, the villages have been classified 
into four groups (table 1). The present study 
indicates the following; 

i) The average food intake is much higher 
in villages with dairy and IRDP schemes 
compared with the corresponding pair 
without IRDP and dairy schemes. 

ii) The difference in consumption of food 
between Sandanapalle and Kacharam is 
mainly due to absence of IRDP and- 
dairy schemes. In Sandanapalle a large 
number of milch cattle have been 
distributed. In Kacharam similar results 
have been obtained through purely dairy 
development schemes. 

RESULTS AND DISCUSSIONS 

The following are the major conclusions 
that can be derived from the foregefing 
analysis. 

I In households of villages having dairy 
development programmes the food intake 
is higher compared to that in households 
of villages without dairy development 


programmes. The consumption of milk 
and milk products, consumption of non¬ 
vegetarian food (egg, meat and fish) and 
vegetables are substantially higher in 
villages with dairy devdoptiKnt program¬ 
mes. The average calorie and protein 
intake k also higher in dairy viliag^ The 
improvement in nutritional status comes 
from the fact that milk protein has a 
higher protein efHciency ratio. 

2 The observation that food intake is higher 
for all households in dairy villages was 
tested after disaggregating the dau into 
four landholding classes for two seasons. 
It was observed that for the landless class 
and marginal sized farm owners dairy 
development has helped in improving the 
income and total food intake The con¬ 
sumption of milk products, vegetables, 
non-vegetarian items and total food pro¬ 
ducts was found to be higher among the 
landless and marginal farmers in dairy 
villages compared to that in non-dairy 
villages. I^r small farm owning class and 
large farm owning class there is no 
substantial difference with respect to food 
intake for dairy and non-dairy villages. 
This supports the contention that dairy 
development is more beneficial to the 
poor. 

3 During the lean months, dairy develop¬ 
ment has helped in reducing the variability 
in food intake for the landless as well as 
marginal farmers. Dairy development pro¬ 
vides a continuous source of income In 
summer when agricultural employment is 
low. 

4 The multiple regression analysis indicates 
that the major determinants of income are 
(i) irrigated farm size and (ii) the number 
of ND buffaloes. The dairy development 
programmes in India include the substitu¬ 
tion of low productive ND cows with ND 
buffaloes thereby increasing income The 
consumption of milk and milk products 


Table 18: Fodder Shortage 



With Dairy 



Without Dairy 


Village 

Category 

(landholding) 

Number of 

1 Households 
Facing Fodder 
Shortage 

Total Number of 
Households 
Facing Fodder 
Shortage 

Village 

Category 

Number of 
Households 
Facing Fodder 
Shortage 

Total Number of 
Households 
Facing Fodder 
Shortage 

Madikeri 

Landless 

10 

36 

Mudivaripalle 

Landless 


27 


Marginal 

17 



Marginal 

25 



Small 

6 



Small 

1 

— 


Large 

3 



Large 

1 

— 

Rariapallc 

Landless 

7 

12 

Cheekulabaiiu 

Landless 

1 

2 


Marginal 

3 



Marginal 




Small 

4. 2 



Small 

1 



Large 

\ ~ 



Large 



Vcmtilapalle 

Landless 



Kapavaram 

Landless 




Marginal 

— 



Marginal 

— 



Small 

— 



Small 




large 

— 



Large 



Kacharam 

Landless 

46 

39 

Sandanapalle 

Landless 


37 


Marginal 

14 



Marginal 

14 



Small 

14 



Small 

10 



Large 

9 



Large 

13 


Aradgaon 

Landless 

NA 

NA 

Ukh 

Landless 

NA 

NA 


Marginal 

NA 



Marginal 

NA 



Small 

NA 



Small 

NA 



Large 

NA 



Large 

NA 



No(e: NA = Not Available. 
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Tabi.e 19: Milk Yield 


Category With Dairy Without Dairy All Villages 

Development Development 

Particulars^^ April- October- April- October- April- October- 

_ September March September March September Maa-h 

Milch cattle (Nos) 382 602 188 2% S70 898 

Milk yield per milch 

(litter per day)_2.66 2.73 2.07 2.50 2.47 2.65 


is found to be related to milk yield and 
the number of ND buffaloes. Again dairy 
development helps in improving the milk 
yield and in increasing the number of ND 
buffaloes. This has resulted in higher 
retention of milk in households, so also 
the consumption. In all the households, 
having dairy development programmes, 
milk and milk products contribute to a 
larger extent to the protein intake. In 
villages without dairy development pro¬ 
grammes, providing high breed cows 
alone, has not resulted in any substantial 
improvement in economic position. It has 
also been observed that in a number of 
households, though ND cows contribute 
to increa.sed food intake, there has been 
no substantial improvements in income on 
account of this variety. In fact during lean 
months the number of ND cows have 
acted a drain on income. 

5 If dairy development (Iocs not provide all 
the necessary linkages (for example fod¬ 
der development) the fuU potent!^ of the 
programme may not be easily realised. In 
many areas where dairy development pro¬ 
grammes have been implemented the fod¬ 
der shortages are severe: The shortages are 
more in the small landholding category 


indicating that if food security has to be 
achieved through dairy development 
enough attention has to be paid for fod¬ 
der development along with cattle 
distribution programmes. 

6 In the villages without dairy development 
providing ND buffaloes have helped in 
increasing the income levels, even if other 
support facilities are not provided. In 
cases where high breed cows have been 
distributed without other dairy develop¬ 
ment infrastructure it has not substanti^- 
ly helped to improve the income among 
the poor. During the lean months when 
employment opportunities in agriculture 
are low, milk yield is low and fodder shor¬ 
tage is more, the ND cows have not con¬ 
tributed either to the income or to the 
total food intake, lb sum up, dairy 
development programmes have helped in 
increasing the cattle in milch and in 
stabilising the milk yield (table 19). In 
non-dairy villages the cattle in milch is 
lower and the milk yield drops down con¬ 
siderably during the lean months, com¬ 
pared to that in flush months (table 19). 
Though it is very difficult to get pairs of 
villages for comparing the impact of dairy 
programmes, the existing data collected from 


Appendix 1 

Definition of Variables Used 


Si Variable 

No 

Oerinition 

Unit of 
Measurement 

1 INCOME 

Income from all sources 

Rupees 

2 LAND 

Total landholding of household 

Hectares 

3 CEREALS 

Consumption of cereals per month 

Kgs 

4 GRAMS 

Consumption of pluses per month 

Kgs 

5 DAL 

Consumption of processed pulses per month 

Kgs 

6 NUTSOILS 

Consumption of nuts and oilseeds per month 

Kgs 

7 ROOTS 

Consumption of roots per month 

Kgs 

8 NV 

Cdn.sumption of non-vegetarian food per month 

Kgs 

9 FRUITS 

Consumption of fruits per month 

Kgs 

10 MILKPROD 

Consumption of milk and milk products per day 

Kgs 

11 MILKYIELD 

Milk yield per day 

Kg.s 

12 MILKCOOP 

Milk sold to co-operative per day 

Kgs 

13 MILKINDI 

Milk sold to individuals per day 

Kgs 

14 MILKCOM 

Milk sold to commercial agents per day 

Kgs 

15 MILKRET 

Milk retained per day 

Kgs 

16 CUBUTMIL 

Curd and buttermilk retained pur day 

Kgs 

17 BUTTERET 

Butter retained per month 

Kgs 

18 FATSOILS 

Consumption of fats and oils per month 

Kgs 

19 VEG 

Consumption of vegetables per month 

Kgs 

20 ND 

Non-descript cows 

Nos 

21 JERSY 

Jersey Cows 

Nos 

22 HF 

Hostem freizen cows ' 

Nos 

23 NDBUFFA 

Non-descript buffaloes 

Nos 

24 GRDMURAH 

Graded murrah buffaloes 

Nos 

25 IRRLAND 

Irrigated land 

Hectares 

26 UNlRRLAND 

Unirrigaied land 

Hectares 


the 10 villages covering three major states 
support the hypothesis that dairy develop¬ 
ment helps in improving income and nutri¬ 
tional status. To quantitatively assess the ex¬ 
act impact of dairy development program¬ 
mes, derailed monitoring of nutrition and 
expenditure patterns ovei a year may be 
necessary. In this paper, the scope was 
limited to assessment of economic and nutri¬ 
tional status during two seasons. In the con¬ 
text of development, (i)substitistion of ND 
cows by other breeds, (ii) providinig channels 
for marketing of milk and milk products, 
(iii) providing milch animals to the landless 
and marginal farmers through appropriate 
credit mechanisms, (iv) formation of co¬ 
operative societies for collection and chill¬ 
ing of milk, (v) improving the milk yield 
through appropriate breeding programmes, 
(vi) providing medical facilities for cattle, 
and (vii) providing provision for cattle 
fodder along with the cattle distribution 
schemes seem to be the major steps necessary 
for improving food security and nutrition 
in rural areas. 
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Structural Dimensioiis of Fodder Crisis 

A Village Study in Karnataka 

A Ounodana 

This paper examines the structural dimensions of the fodder crisis taking the case of a village situated 26 kms 
away from Bangalore. In the first section the data base and methodology of the study is spelt out. The second 
section describes the setting of the village in its ecological, social and economic dimensions in the traditional 
context from the viewpoint of fodder as a resource and proceeds to throw light on the traditional man-livestock 
relations on the villages of the district. The third section, depicting the changing xerutrio, is divided into three 
parts—dealing with agriculture, the changing ecological regimes and the changing man-livestock relations in tfu 
village. The fourth section examines the imperatives of a greater access to nature thrown up by the changes ex¬ 
plained and analysed in the previous sections and the ability/inability of various classes of livestock owners to 
realise this imperative. The cotKluding section briefly sums up the findings of the study and its relevance to the 


possible solutions to the problem. 

Introduction 

IN the semi-arid tracts of southern Deccan, 
characterised by large areas under dryland 
farming, fodder as a resource has tradi¬ 
tionally occurred both in its natural and in¬ 
cidental forms. The ecology of the villages 
in this region had pastures and other graz¬ 
ing regimes as important constituents sup¬ 
plying fodder to livestock in its natural form, 
while agricultural systems with their em¬ 
phasis on the drought-resistant cereal of 
‘ragi’ (finger millet) supplied fodder to cat¬ 
tle as an incidental. &ological changes, 
resulting from changes in land-use and shifts 
in the cropping pattern, have today reduc¬ 
ed these traditional sources of fcxidei; while 
the complex factors governinp man-livestcKk 
relations have caused higher stocking levels 
than warranted by resources. The result has 
been a fodder crunch, which remains nas¬ 
cent in normal climatic conditions, but 
breaks out with a vengeance during 
droughts. Access to fodder as a resource in 
the villages of this zone; is closely linked with 
the distribution of land resources and the 
socio-economic factors governing availabili¬ 
ty of natural fodder from pastures and 
grasslands. The problem of fodder is rooted 
in the structure of village society. 

This paper examines these aspects against 
the back drop of a village situated in the 
taluk of Hoskote in Bangalore district, 26 
kms away from the state capital. The village 
bore the brunt of the droughts in I98S. The 
village, not named, was surveyed for a study 
of the problem during late 1985 and early 
1986. 

The paper is divided into the following 
sections. In the first section the data base 
and methodology of the study is spelt out. 
The second section describes the setting of 
the village in its ecologhugt, social and 
economic dimensions in the traditional con¬ 
text from the viewpoint of fodder as a 
resource and proceeds to throw light on the 
traditional man-livestock relations on the 
villages of the district.' The third section 
depicting the changing scenario is divided 
into three parts—dealing with agriculture, 
the changing ecolc^cal regimes and the 
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changing man-livestock relations in the 
villa^ This section also aialyses the factors 
leading to over-stocking of livestock in the 
village and proceeds to estimate the carry¬ 
ing capacity of livestock in the village on the 
basis of the existing agricultural cropping 
patterns and production as also from the 
point of view of the ecology of the village 
pastures. The fourth section examines the 
imperatives of a greater access to nature 
thrown up by the changes explained and 
analysed in the previous sections and the 
ability/inability of various classes of 
livestock owners to realise this imperative. 
The concluding section briefly sums up the 
findings of the study and its relevance to the 
possible solutions to the problem. 

Data Base and Methooouxiy 

Primary data forms the foundation of the 
study of the problem and this has been 
supplemented by secondary sources such as 
the All India Census Report, 1981 (for 
population and households), the Survey and 
Settlement Report, 1966 for the village (for 
data on land-use) and the Record of Iknancy 
Certificates of the village for 1980 and 1985 
(for cropping pattern shifts and land-use 
changes). Historical information on land-use 
systems, traditional man-livestock relations, 
livestock density, cropping pattern and 
cultivation systems for the district has been 
obtained from historical documents such as 
the Mysore Gazetteer (1930), Season and 
Crop Reports (1926)—Government of 
Mysore, the Revision Settlement Report 
(1964) for the taluk and lastly through inter¬ 
views with the older generations of people 
in the village 

Data on productivity of various fodder 
giving ceieate cultivated and manure applica¬ 
tion have been ascertained from the villagers 
and checked for their consistency with data 
on crop-cutting experiments conducted for 
the taluk. The biomass study on the village 
pastures was done on the basis of ecological 
methodology of quadrat studies. 

The village was picked up from the taluk 
on a random basis. The approach of the 
study has been to view the entire village as 
a socio-economic and ecological system and 

Uommde aad PeUikal Weakly, Vd XXII. Ne U 

Review of Agricuitiue, Much ag. It!? 


to study the changes that have come over the 
system in the recent years, resulting in the 
crises. 

The Setting and the Tradition 

The village covers an area of 1,302 acres. 
According to the All India Census-1981, the 
village has a population of 858 distributed 
in 157 households. Of the total households, 
47 belong to landless families. The average 
annual rainfall for the area as recorded in 
the nearest raingauge sution is 700 mm of 
which 90 per cent is distributed during the 
monsoons. The population of livestock Is 
substantial and 80 of the 157 households 
own livestock. 

Four distinct ecological regimes 
characterise the village, depending on dif¬ 
ferences in soil conditions, moisture 
availability and biomass potential. The 
regimes are the treelands lying co-terminus 
to the inhabited zone of the village, the tank 
beds of two minor tanks which form the 
traditional source of irrigation, the village 
pastures which sprawled over 500 acres in 
1966 and the agriculture fields. In addition 
within the pastures lie the unculturable waste 
lands spanning 24 acres. The treelands sup¬ 
port a variety of fruit and fuelwood trees 
and only one species offers some browse to 
livestock. This is the Mulberry tree (Morus 
Alba). Ideally the tank beds support good 
vegetation when waters recede and are a 
good source of grazing during summer. M 
present th^ are in a hopeless state of neglect 
and support little vegetation. The pastures, 
with gravelly loam soils form the principal 
source of natural fodder during monsoons. 
The agriculture lands also form a good 
source of grazing in the post-harvest season 
when stubble of harvested crops is grazed 
upon by Uvratock. 

Ail categories of land, save the 
agricultural lands, were common-property 
resources and as per the last Survey and 
Settlement Report of 1966, the share of cmn- 
mon property resources in the total area of 
the village was 45 per cent. 

Grazing of livestock in the past, foUowe4 
a cydc; dqrending on the availatdUty of 
biomass in the tank beds, pisturelands and 
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aKricuUuial fields. As mentioned earlier, the 
post-harvest season covering the montlu, 
January to March formed the stubble graz¬ 
ing period. This was followed by grazing in 
tank beds horn April to August, when these 
beds were devoid of water. Thereafter graz¬ 
ing shifted to monsoon. pastures from 
September to December, when the monsoon 
growth of grasses occurred. 

Apart from the natural sources of fodder, 
agriculture with its main crop of ra|p (fbiger 
millet) and rotated crops of cowpea and 
horsegram provided roughage to livestock. 
Ragi was the principal source of dry fodder, 
while cowpea and horsegram provided the 
leguminous feed for cattle in stalls. The im- 
porunce of agriculture in providing fodder 
to the village livestock in the past is evident 
from the area dinoted to ragi, horsegram and 
cowpea in 1926. Coing by the season and 
Crop Report (1926) the area under ragi and 
its associated aops for Bangalore district 
was between 75 and 80 per cent of the total 
cultivated area. 

The complementarity of agriculture with 
livestock n^s and the existence of different 
grazing regimes formed the basis of fodder, 
in the villages located in the district. 

Three vital linkages characterised man- 
livestock relations in thg,area—the linkages 
provided by draft enngy, manure energy and 
protein. Of this protein as a linkage does not 
exist in the purest sense even for the present 
day primeval pastoral groups as studies on 
Gavli Ohangars of western ghats by Cadgil 
and Malhotra reveal.* This aspect has been 
taken up only to underscore the absence of 
large-scale dairying in the past. The two 
linkages which were particularly significant 
in the past have been draft linkage and 
manure linkage. Draft linkage was strong 
due to non-availability of mechanical power 
and the existence of good draft, breed 
bullocks such as the Amrut Mahal and 
Hallikar. As Amrit Mahal bullocks were 
employed in the military operations of Tipu 
Sultan and later on of the British, the state 
took an active role in promoting these 
breeds, both through scientific breeding and 
provision of large grazing areas.’ Coming 
to manure linkage and its significance for 
south Indian agricultuie in the past the same 
is summed up by L B Alaev. 

A method of manuring with the help of 
flocks of sheep and goats was widespread. 
U was assumed that a kani of land (1.32 
acres) might be manured well if a flock of 
1,000 herds spend five or six nights on it. 
Afterwards the Helds produced well for six 
or seven years.* 

The seuing of the village and the tradi¬ 
tional aspects of fodder resources and man- 
livestock relations, have been described. It 
is proposed to examine the changing 
scetwrio against this backdrop. 

THE CHANGING SCENARIO 

Whh the expansion of industrialisation 
fioitt die city of Bangalore to its rund 


suburbs, industrial uniu have been set up in 
these village lands, which formerly served 
the purpose of pastures. The village studied 
has also beetr subject to direct interference 
from industrial units. The other aspect of 
the impact of industry has been in agri¬ 
culture where use of mechanical and 
chemical inputs has increased. Horticulture 
crops, vegetables and farm forest trees are 
rapidly replacing the traditional cereals. 

H T Odum,’ in an cdrvious reference to 
developed countries states as follows, 
“Agriculture, forestry, animal husbandry, 
algal culture, etc, all involve huge flows of 
auxiliary energy that do much of the work 
that had to be self-served under the former 
systems”. The large-scale utilisation of 
auxiliary energy is evidoit for the village not 
only in the growing use of mechanical and 
chemical inputs in agriculture but also in 
introduction of crops whidi can exploit poor 
soils and micro-climatic conditions, and 
simultaneously provide raw materials to 
industry and profits to the farmer. A classic 
case is that of the farm forest species of 
eucalyptus tereticornis (Mysore gum) which 
can thrive even in degraded soils with poor 
moisture content, and bring attractive 
returns to the farmer, by its industrial 
linkages. 

The scenario in the agriculture sector is 
then, the preponderant cultivation of 
vegetable and horticultural crops in pockets 
of irrigation on the one hand, and planta¬ 
tions of farm forest trees on the other. The 
former gives commercial agriculture an 
intensive dimension, while the latter gives it 
an extensive bias. In the process both the 
drylands and the irrigated lands are ex¬ 
ploited for markets. 

The intensity of agricultural operatio’'s 
generally noticed for irrigated crops is 
evident from a contrast. The Revision Settle¬ 
ment Report* gives the break-up of cultiva¬ 
tion costs of a crop of ragi cultivated by a 
rich farmer in the sixties for the zone of 
survey. From the break-up it can be derived 
that a big farmer cultivating ragi in the six¬ 
ties in the district, devoted only 5 per cent 
of his total cultivating costs on fertilisers and 
seeds. Today (as ascertained in the course of 
the survey) his counterpart in the village 
devotes nearly 23 per cent of his total costs 
of cultivation on seeds and fertyisers, for the 
same crop. This is in spite of the diminishing 
importance of the crop in recent years. 

The second dimension of the growing 
commercialisation of agriculture has been 
the drastic shift in cropping pattern. As 
noted above, ragi the traditional staple crop 
has diminished in importance. Out of a total 
area of 161.78 acres irrigated in the villages 
today only 4.53 per cent is under ragi—the 
regaining having been brought under 
grapes, mulberry and leafy vegetables.^ The 
more disconcerting fact is the dimunition of 
the area of drylands devoted to ragi. This 
dimunitiott has been in the main brought 
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about by eucalyptus tereticornis (and to 
some extent by mango gardens), ^tween 
1980 and 1983, for the village the drylands 
under ragi have fallen by more than 13 per 
cent while that of eucalyptus has risen by 
62 per cent. The commercial attraction of 
this drought-resistant farm forest tree is 
testifled by Kushalappa* who has estimated 
the yield from the first harvest of this tree 
crop to be around 60 tonnes/hectare with 
a net revenue of Rs 18,525^per hectare. 

The shift in cropping 'pattern in the 
village^ during the five-year period (1980-85) 
is brought out in table 1. 

From table 1, the extension of cultivation 
in the 5-year period as also the shift on crop¬ 
ping pattern is clear. The shrinkage of area 
under ragi and its associated crops, which 
provided the main source of fodder for cat¬ 
tle, has narrowed the cultivated fodder base 
from agriculture. Commercialisation of 
agriculture, apart from bringing about this 
change in cropping parrern has also produc¬ 
ed certain land-use changes through its ex¬ 
tensive bias, as will be examined in the next 
section. 

CHANGING ECOIOGICAl REGIMES 

The three ecological regimes viz, the tree- 
lands, the tank beds and the pastures have 
all suffered decline in area since the last 
Survey and Settlement Operations of the 
village in 1966. The tree-lands which coveted 
an area of 6.03 acres in 1966 have recorded 
a decline by 2‘/2 acres, attributed however 
to the expansion of the inhabited area of the 
village (to which the tree-lands lie co- 
terminus). The two minor tanks of the 
village which had a combined submerged 
area of 22.26 acres according to the 1966 
Survey and Settlement Report, have shrunk 
by 6 acres due to illegal cultivation in the 
foreshores.* Both the tanks have been dry 
for the last 3 years and this has been also 
due to heavy silting, which by causing a 
greater water-spread has resulted in water 
losses. The decline of tanks in south India 

Table 1: Shifts in Croppinc Pattfrn 
(1980-83) 


Crops Area (in Acres and 

Ciuntas*) 

1980 1985 


Ragi (rainfed) 

433.19 

368.10 

Irrigated 

11.30 

7.37 

Paddy 

4.08 


iowar 

6.00 

6.00 

Maize 

23.12 

10.00 

Vegetables 

8.23 

49.00 

Grapes 

34.04 

60.10 

Mango 

85.00 

92.10 

Coconuts 

2.37 

24.00 

Mulberry 

10.09 

21.21 

Eucalyptus 

111.29 

180.30 

Total area cultivated 731.30 

820.20 


Note. 1 acre « 40 guntas. 

Source. Record of Iknancy Certificates 1980 
and 1983. 


A-17 



economic and political weekly 


of AfricuJttire March 1987 


has been analysed in many reports and 
studies. Djurfeldt and Lindberg'*’ have at¬ 
tributed the source of decline to the 
disintegration of the viilage community and 
dearth of a common village consensus. The 
question that seems mote important is 
whether maintenance has been neglected just 
due to the changing social structure of the 
village, or has been brought, about by the 
changing agricultural systems with its 
economic priorities, which render tanks as 
redundant in comparison with more reliable 
sources such as welts which do not require 
large tracts of land for water-storing." 
Paradoxically, the greater the levelling of the 
tank-beds the greater has been the facility 
provided for illegal cultivation. The decline 
in land areas under tank beds is bound to 
increase further, if one considers the trends 
cited above. 

The greatest decline in area has however 
been in the case village pastures, details of 
which ate provided in table 2." The decline 
of the three ecological regimes has meant a 
sizeable reduction in grazing regimes 
available to cattle and other livestock. The 
cropping shifts aggravate the problem by 
reducing fodder resources from agriculture. 
The point is whether changing man-livestock 
relations have served to limit the population 


Table 2; PAaricuLARs of Village Pastures 
Converted to Other Uses 


(in Acres and 
Guntas)* 

Ibtal area (1966) 

-527 25 

Converted 


1) Fbiest department 


plantations 

358.22 

2) Sold to faaory 

10.00 

3) Brought under plough 

98.00 

(legal and illegal) 


Net area in 1985 

-60.10 


Note: 1 acre = 40 guntas. 

Source: Survey and Settlement Report (1966), 
Record of Tenancy Certificates (I98S) 
Survey-1986. 


of livestock in accordance with the changes 
brought about in the resource base 

Chancino Man-livestock Relations 

The first casualty, of the commerciidisa- 
tion of agriculture and the consequent 
decline in fodder resources, has been draft 
power. While the affluent fiirmen are aban¬ 
doning draft bullocks for tractors in 
agriculture and rural transport, the reasons 
for the decline of this animal power among 
the small and marginal farmers has been 
summed up by Krishna Bbaradwaj,'^ thu$, 
“The maintenance cost of bullocks works 
almost like an overhead cost for the 
cultivator, to a certain extent independent of 
the services obtained. The cost is high and 
since fodder is the main part of it, the 
number of bullocks a farm can maintain is 
partly dependent upon the possibility of pro¬ 
viding fodder on the farm or on common 
ground.” As noted earlier these possibilities 
have diminished considerably for the live¬ 
stock owners of the village in recent years. 

The evidence of the decline in draft power 
for the village is provided by a contrast. The 
Revision Settlement Report" places a ratio 
of one pair of bullocks for every 6 acres of 
cultivated lands, for the taluk of Hoskote. 
The present picture for the village located 
in this taluk is given in table 3. The decline 
of draft power from 1964 ratio of I pair of 
bullocks for 6 acres of cultivated lands, is 
clear from table 3. The decline is more pro¬ 
nounced, however, in .the case of the rich 
farmers falling in the deciles 8 to 10. This 
has been due to the introduction of tractors 
and shifts in'cropping patterns, which have 
reduced the need for draft in agricultural 
operations. 

Compared to draft linkage, manure 
linkage has shown resilience even in the wake 
of the dratic advent of chemical fertiisers 
into the agrarian sector. Harriss" in his 
study of a North Arcot village of Dunii 
Nadu mentions about the popular feeling 
amongst the farmers of the village of the 


utility of organic manure in improving the 
effectiveneu of chemical fertUison. Apart 
from this reason, there are two additional 
factors which have caused a demand for 
organic manure in the vilDige studied: 

(a) The preponderance of dryland 
agriculture in the village^ which eadudes 
the possibility of large-sale introduction 
of water-requiring inorganic fertilisers; 

(b) The requirement of higher doses ol 
organic manure than before; to take care 
of the horticultural crops and vegetable 
gardens cultivated under irrigated con¬ 
ditions in the village. For instance stan¬ 
dard application of organic manure is 
3 tonnes/acre/crop in the case of the 
traditional 'ragi’, while for grapes it 
ranges from 7.5 tonnes/acre to 30 
tonnes/acre for one crop depending on 
the variety grown. In the case of leafy 
vegetables, the input of organic manure 
is 6.0 tonnes/acre/crop, which is again 
higher than that of ragi.'^ One of the 
interesting manifestations of the strong 
manure linkage is the high rate of sheep 
stocking especially among the well-to- 
do-farmers. whose needs of organic 
manure is very high. As well be sub¬ 
sequently shown in table 7 more than 70 
per cent of sheep holdings arc control¬ 
led by the medium and the rich farmcK 
who occupy the last 3 deciles of the 
livestock owning population in the 
village. The reason for maintaining 
sheep for manure purpose, is the high 
nutrient content of sheep dung. Based 
on the nutrient content of animal wastes 
provided in ICAR Studies,'* it can be 
estimated that one tonne of sheep dung 
should supply the same amount of 
N Pj Oj and Kj O as roughly 2.5 
tonnes of cattle dung. The low holding 
costs of sheep, which do not have high 
feed costs, add to their stocking levels 
especially amongst the manure-hungry 
rich farmers. 

The third dimension of the changing man- 
livestock relations is the emergence of invest¬ 
ment linkage, following a growing demand 
for dairy products and availability of cross¬ 
breed cows not only to the well-to-do- 
farmers but also to the weaker sections under 
the Rural Development Programmes. The 
latter is a significant development because 
it aims at raising the income levels of the 
poorer sections by supplying them with 
quality milch animals, which should also 
lead to the culling out the local breeds of 
cows possessed by some among the weaker 
sections. There have however been a few pro¬ 
blems which have frustrated these objectives. 
Though in terms of output, a cross-breed 
cow (i t, cross between Bm Indkus and Bos 
Ihurus cattle) can substitute five local cows, 
the requirement of fodder for a cross-breed 
cow is more than 60 per cent of that of a 
local cow. ” Further the cross-breeds require 
stall feeding and have to be maintain^ in 


Table 3: Decile-wise Shares of Buliocks to Cultivated Land 


Decilies 

Cultivated Land 
(in Acres) 

Bullock Psirs 

. Ratio of Bullock 
Pairs to Land 

1 - 7 

115.43 

9 

12.83 

8 - 10 

418.43 

19 

22.02 

Ibtal 

533.86 

28 average 

~ 19 approximate 

Sourer. Survey 1985-86. 

Table 4: Cases of Crossing and Criss-Crossing of Milch Cows in the Village (1980-84) 

Vkar 

Total Cases 

Criss-Crossed 

Probability of 
Criss-Crossing 

1980 

138 

9 

0.065 

1981 

144 

6 

0.042 

1982 

162 

13 

0.080 

1983 

160 

15 

0.093 

1984 

154 

21 

0.136 


Source: Village Stockman’s Register—1980-82 and 1982-84. Account maintained by M Subbiah, 
the local bull owner. 
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very hygienic conditions. This would mean 
a total reliance on highly nutritious fodder 
crops which have to be cultivated. The ques¬ 
tion is not only one of quantity of feed, but 
also of quality. The problems faced par¬ 
ticularly by Bangalore district in this regard 
is commented upon by R O Whyte" thus, 
"... though most of the land is cultivated, 
there is little irrigation available at the 
moment and high quality fodder crops 
which could be efficiently and economically 
used by the European-Indigenous cross¬ 
breeds cannot be grown on a sufficient 
acreage. The major crop is the cereal of a 

semi-arid environment_ragi”. The stress 

on cultivated fodder for feeding CToss-breed 
cows is total in Whytes* comment. The 
crucial problem is availability of land 
resources among the poorer sections to 
which these animals are supplied. The local 
cattle breeds are adopted to the extant feed 
conditions of the village. The costs of 
holding these animals are externalised and 
not taken up by the poorer sections on 
themselves. Consequently the holding of 
large stocks of local cattle do not use signi¬ 
ficant pecuniary burden, though from the 
point of view of yield these half-fed cattle 
offer little by way of output. At present in 
the village there are 16 households belong¬ 
ing to the landless labour, marginal farmers 
and small farmer category, who possess 
cross-breed cows. Fodder needs of these 
cross-breed cows are met by the government. 
A method resorted to by these households 
to reduce feeding costs likely to ari.se in the 
future has been through criss-crossing of 
these cows with local cows. The heifiers born 
would be genetically inferior to the previous 
generation which is just the opposite of the 
government policy of upgrading the genetic 
potential of village animals on a sustained 
basis. The source of criss-crossing has been 
a local bull, whose owner had maintained 
a crude account of the total cases of criss¬ 
crossing for the years 1980-84. This has been 
compared with the total crossing cases that 
came up at the village stockman’s hospital 
and with the local bull owner and the pic¬ 
ture is given at table 4.’’ 

Though criss-crossing cases were sporadic, 
during I980.and 198), the same has shown 
a tendency towards increase thereafter. The 
long-term implications of this could be a 
lowering of genetic potential of the succeed¬ 
ing generations, a lower milk output/animal, 
which would have to be compensated by 
larger stocks of animals." In the interviews 
with the small farmers, owning cross-bred 
cows, it was revealed that they viewed 
maintenance of cross-bred cows on a per¬ 
manent basis a problem and did not mind 
lowering down the genetic potential of the 
heifers, which could adopt better to the graz¬ 
ing and other simple feeing practice of the 
village What was however surprising was 
that a few medium farmers also resorted to 
the same practice in the tillage 

Tht combined effect of a high manure 


linkage and the drift towards genetic 
degradation would add to the stocking pro¬ 
cess in the future not withstanding the fall 
in draft linkage The problem is that even 
with the present cropping pattern and the 
conditions of the village pastures, the carry¬ 
ing capacity of livestock of the village has 
been grossly exceeded. 

The Fodder Crunch 

Adopting the standard liveweiguts of 
milch animals prescribed in the Feed 
Calendar of the KDDC Ltd. and UAS, 
Bangalore," and postulating a standard 
liveweight of 300 kgs bullock, 150 kg calf, 
and IS kg sheep/goats, livestock" conver¬ 
sion ratios have been worked out, and the 
population of livestock conversion ratios 
(denoted as livestock units), in table S. From 
table S it can be seen that the total popula¬ 
tion of cattle, buffaloes on the village (i e, 
excluding goats and sheep) would be 277.7 
livestock units or in terms of liveweight 
138.85 tonnes.^* Going by the feed stan¬ 
dards prescribed for livestock by the KDDC 
Ltd, and UAS, Bangalore the daily feed rate 
would be equal to 7.5 per cent liveweight of 
the livestock breeds so that a reasonable out¬ 
put is obtained. This would imply that the 
daily availability of fodder (of all categories) 
should be at least 10.4 tonnes for feeding 
well, the cattle and buffalo population of 
the village, which come to 277.7 LSUs. 

The question is whether the output from 
the present cultivated of the village area 
under fodder-giving cereals would provide 
this quentum of fodder. Assuming favour¬ 
able climatic conditions and the highest pro¬ 
ductivity levels/acre of 0.8 tonnes for rainfed 
ragi, 5 tonnes for rainfed maize, 1.3 tonnes 
for cowpea and 1.01 tonnes for horsegram 
and 2 tonnes for jowar attained under actual 
vilage conditions, it can be seen that the 
annual fodder output from 368.10 acres 
devoted separately to ragi, horsegram and 
cowpea (cultivated as rotated crops) cannot 
exceed 1,145 tonnes. Similarly the annual 
output of maize from the 10 acres devoted 
to this crop can only be 50 tonnes, while that 
of jowar cannot exceed 12 tonnes from the 
6 acres devoted to this crop. The total annual 
fodder output for the village would be of 
the order of 1,236 tonnes even if we include 
7.37 acres of irrigated land devoted to ragi 
with a maximum productivity of 4 tonnes/ 
acres. This annual output of 1,236 tonnes 
of fodder would imply a daily availability 


of only 3.4 tonnes/day which is much below 
the requirement of 10.4 tonnes/day for the 
cattle and buffalo population of the village 
to be maintained under good feed 
conditions." 

On the other hand, with the maximum 
availability of 3.4 tonnes/day of fodder from 
agriculture, the maximum liveweight of 
animals that can be supported at a feed rate 
of 7.5 per cent of liveweight, can only be 45 
tonnes: or 90 livestock units. This would 
mean that the present cattle/buffalo popula,- 
tion of 277.7 LSUs exceeds the carrying 
capacity by more than a factor of 3. 

The implication of this fodder shortage 
on the various deciles of livestock owners, 
has been evaluated by comparing the land- 
holdings of tHe.se deciles with their livestock 
population. The 80 livestock owners of the 
village have been categorised into deciles of 
8 each and their landholdings have been 
compared with their livestock holdings, in 
table 6. 

The first 7 deciles of livestock owners 
include the landless labourers, the small 
farmers and the marginal farmers. It may 
be seen that these deciles having 21.66 per 
cent of the total land owned by the livestock 
owning households, possess 46JI per cent of 
the total livestock holdings. The hist 3 deciles 
of livestock owners on the other hand, have 
78 per cent ofthe total land with a livestock 
possession of over 50 per cent. This means 
that the degree of inequality in land distribu¬ 
tion is greater than that of livestock 
distribution. 

The degree to which the fodder crises 
affects the poorer deciles can be perceived 
in the following manner. The first 7 deciles' 
have 115.43 acres of land, of which the irri¬ 
gated component is only 15.0 acres and this 
is under horticulture crops. Adopting the 
productivity figures mentioned earlier, and 
assuming that all the drylands available with 
these farmers are put under the three crop 
rotation of cowpea, ragi and horsegram in 
an year, the maximum output of dry fodder 
would oly be 80.0 tonnes/year while that of 
leguminous fodder cannot exceed 231 tonnes ‘ 
in an year. This means that the annual out¬ 
put of fodder cannot be more than 311 
tonnes/year*’ and this would imply a daily 
availability of 0.85 tonnes. It may be seen 
from table 6 that the total cattle units 
available with the first 7 deciles of the; 
livestock owners is 130.08 LSUs which would’ 
mean a total liveweight of 65 tonnes. On the! 


Table 5: Livestock Conversion Ratios and Population op Livectock in the Villoc (1985) 


Livestock 

Population 
(in Numbers) 

Standaid- 
Liveweight 
(in Tonnes) 

Liveweight 
Conversion 
Ratios (LSUs) 

Population 
(in LSUs) 

Buffalo 

88 

0.5 

1.0 

M.0 

Cross-breed cow 

44 

0.4 

0.8 

35.2 

Local cow/bullocks 

200 

0.3 

0.6 

120.0 

Calves (1 to 3) 

115 

0.15 

0.3 

14.5 

Sheep/goats 

374 

0.015 

0.03 

11.22 

Ibtal 

781 

— 


288.9 
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other hand even with maximum livestock 
units that can be supported by these deciles 
at a feed rate of 7.5 per cent of livewcisht, 
can only be of the order of 11.33 tonnes of 
liveweight or 22.7 LSUs. This Implies that 
only 17.5 p«' cent of the present livestock 
can be maintained by the poorer sections of 
the livestock owners in the village with their 
present land resources, under good feed 
conditions. 

The position of the richer 3 deciles of the 
livestock owners is comfortable not neces-' 
tarily due to a larger area under fodder crops 
out on account of the fact that they have 
enough purchasing power to buy fodder 
from the markets. 

The low carrying capacity of cattle 
population of the village in relation to the 
cultivated fodder base determined, it it pro¬ 
pose to examine the carrying capacity of 
the village pastures in relation to the graz¬ 
ing dependent livestock of the village which 
comprise in the main goats and sheep, ex¬ 
cluded from the earlier estimation. 

The Ecology of the Pastures 

The pastures with their monsoonal growth 
of grasses from an important grazing regime 
for livestock reared in villages. To delve into 
the biomass potential of these pastures and 
the carrying capacity of livestock of these 
grazing tracts, a few points need to be 
describ^ed. 

Bangalore district falls in the southern 
maidanzone of the state. Rainfall is relative¬ 
ly scanty (averaging 700 mm an year) and 
erractically distributed. This by it^f places 
natural limits on the net primary producti¬ 
vity of the pastures located in the zone 
What has however exacerbated the problem 
is the breakdown of the traditional grazing 
cycle which had ensured a balanced exfdoita- 
tion of the different ecological regimes of 
the village. The deciline of the tank beds, 
the reduced fodder flow from agriculture; 
and the drastics shrinkage of the pastures, 
have caused over-grazing in the paltry 60 
acres of the pastures remaining, not only 


during the monsoons but alao in the sum¬ 
mer months. This has resulted in a told im- 
pairment of the productivity potential of the 
pastures. OadgU and Sinhi^ have estimated 
the production of fodder from the waste and 
grazing lands of the state of Karnataka, to 
range from 1 to 2.5 toimes/hcctaie depen¬ 
ding on rainfall conditioiu which vary from 
one ecological zone to another. Going by 
their estimates, the productivity of pastures 
is least in the southern mai^ zone of 
Karnataka, and average 1 tonne/hectare or 
0.4 tonnes/acre. This would imply that thb 
60 acres of pasture lands in the village can 
be expected to have a total output of nearly 
25 tonnes of green grasses as fodder. If we 
take the needs of the grazing-dependent 
sheep/goats of the village widch number 
374, the fodder output of 25 tonnes can pro¬ 
vide roughly 0.067 tonnes/animal distributed 
in the period horn August to December. This 
would mean a daily availability of roughly 
a kg of green grasses during these, 
months, which would be mean a duly feed 
of 3.3 per cent of the standard livewei^t for 
these animals. 

In reality, not only are the pastures grazed 
in monsoons, but also in the pre-monsoons 


and the livesfock grazed is not only 
sheep/goats but uIm the local cattle and 
buffaloes, therefore; the sbwtage of fodder 
from the pastures would be much more than 
what lus been estimated above The degree 
of glaring beiftg intense the productivity of 
pastutee is likely to te lower than even 
1 tonne/hectara postulated idwve A fsw 
hints are provide from the biomass tests 
conducted in the pasture 
The biomass tests were carried out on five 
quadrats, 1 sqm each, falling in the grazed 
zone of the putuies and one quadrat (1 sqm) 
a protected one, occurring in the pastures but 
cordoned of by an encroacher. The metho¬ 
dology consisted of marking off one acre of 
pasture land of a particular slope, which 
represented the typical features of the 
pasture both in terms of biomass represen¬ 
tation and its distribution. The protected 
quadrat was also situated in the same gra¬ 
dient as the grazed quadrats and was pick¬ 
ed up at random. For laying down the 
quadrats in respect of the grazed lands, a 
geometric criterion was followed. Of the five 
quadrats, four represented the vertices of a 
square plot 50 metres by side, while the fifdi 
one was laid at the points of intersection of 


Table 7: Biomass Study Results 


Quadrat 

(1) 

Orasses 

(Numbers) 

(2) 

Forbs 

(Numbers) 

(3) 

Shrubs 

(Numbers) 

(4) 

Legumes 

(Numbers) 

(5) 

Biomas (in 
Gms of Dry 
Weight) 
Palatable 
Wgetation 
(6) 

Unpalatabfe 
Vqretation 
(in 0ms of 
Dry weight) 

(7) 

(i) 

28 

52 

Grased QnadnU 

33.4 

47.1 

(ii) 

Nil 

— 

— 


— 


(iii) 

84 

8 

— 

— 

118.7 

4.4 

(iv) 

1 

— 

2 

— 

20.0 

352.3 

(V) 

— 






Ibtal 

113 

60 

2 

— 

172.1 

403.8 

(vi) 

128 


Proiecied Quadnt 
— 4 

188.7 


Ibtal 

128 

— 

— 

4 

188.7 

— 


SouKT. Ibsti conducted in October, 1M5. 


Tablf 6: Decile-Wise Shares of Land Owned and Livestock Held by Livestock Owners of the Villace- 


Decile 

Land Owned 

Share 

Cattle Owned 

Share of Cattle 

Sheep/Coats 

Share of Sheep/ Livestock Held 

Share la Ibtal 


(Acres) 

(Per Cent) 

(LSUs) 

(Per Cent) 

Held 

Goats 

(4) + (6) 

Livestock 






(Per Cent) 

(Per Cent) 


(Per Cent) 

(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

(7) 

(8) 

(9) 

1 

0.30 

0.06 

7.35 

2.6 

0.12 

1.1 

7.47 

2.6 

2 

8.30 

1.56 

20.70 

7.5 

0.6.' 

5.7 

21.33 

7.4 

3 

21.05 

3.96 

35.38 

12.7 

i.n 

10.0 

36J9 

124 

4 

37.05 

6.96 

52.38 

18.8 

1.59 

14.3 

53.97 

18.6 

5 

55.48 

10.46 

74.88 

27.0 

2.16 

19.4 

77.04 

26.7 

6 

80.03 

15.06 

100.08 

36.0 

2.82 

25.3 

102.90 

354 

.7 

115.43 

21.66 

130.08 

47.0 

3.33 

29.9 

13341 

46J 

8 

165.43 

31.13 

177.00 

63.7 

4A1 

39.6 

181.41 

63.5 

9 

253.93 

. 47.73 

220.5 

79.4 

5.94 

534 

22644 

784 

10 

533.86 

100.0 

277.71 
or 277.70 

100.0 

11.22 

100.0 

288.90 

loao 


NoteF, LSUs-rLivestock Units. 

Land area in acres oidy. 
Source: Survey 1985-86. 
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what nugr be contidoed the diagoiuds of the 
square plot. The test was conducted on 
October 30,1985, a month of relatively pood 
showers during the year when the net 
primary productivity of the pastures can be 
con^der^ high. 

The results are tabuiated in table 7. From 
table 7 it it evident that the grazing is high 
in the unprotected quadrats. It can be seen 
from this table that 5 sq metres of un¬ 
protected quadrats carry palatable biomass 
less than that of 1 sq metre of a protected 
quadrat. Among the palatable grasses found 
in the grazed quadrats are cynondon 
dactylon and brachiaro ramosa, two 
palatable grasses, which can withstand graz¬ 
ing. in the protected plot cynodon dactylon 
is the dominant species, followed by a 
legume, alysicarpus monollfera another 
palatable feed for cattle. Among the un¬ 
palatable forbs are evolvulta alsinoides and 
Jusiicia prostrata. The woody shrub found 
in quadrat IV is Jlacourtia Indka, leaves of 
which are relished by goats. The biomass of 
iu leaves have been shown, the compartment 
of palatable vegetation in the table 7. The 
incidence of unpalatable shrubs and forbs 
in the unprotect^ quadrats is by itself a con¬ 
comitant of over-grazing as these forbs and 
shrubs invade the ptu^tures following the 
decimation of palatable grasses, consumed 
by livestock. 

It will be seen that the village pastures 
offer very little by way of natural vegetation 
to the livestock population of the village. 
Here again access to the little fodder 
available in the village pastures or other rich 
grasslands outside the village is unequal 
depending as on it is on certain institutional 
and natural advantages accruing to certain 
classes of livestock owners in comparison 
with others 

Unequal Access to Nature 

The aspect of unequal access to nature in 
relation to fodder as a resource in two ways; 
(i) a better exploitation of the natural fodder 
from the existing common-property resour¬ 
ces of the village, viz, pastures and other 
grazing regimes such as the village tank beds, 
and (2) an enlargement of the grazing niche 
for cattle belonging to certain categories of 
farmers in comparison with the others. 

As may be seen in table 6, 70 per cent of 
sheep holdings belong to the last three 
deciles of livestock owners, which comprise 
of the medium and big farmers. These sheep 


stocks are predominanUy grazed. The advan¬ 
tage that sheep posses over grazing cattle is 
thdr ability to remove vegetation horn very 
close to the soil surface Being close grazers, 
they can exploit grasslands already grazed 
upon by cattle. On the other band, cattle 
which follow sheep to grasslands. And 
themselves at a disadvantage as the vegeta¬ 
tion palatable to them, would have been 
grazed down by sheep. Thus, in the village 
pastures sheep outcompete cattle in grazing, 
and are able to exploit the limited monsoon 
growth to the best of their advantage. This 
advantage accrues to the last 3 deciles of 
livestock owners (i e, the medium and rich 
farmers), as they control the greater propor¬ 
tion of sheep stocks. 

The second aspect of unequal access to 
nature is the enlargement of grazing niche 
during March to September, i e, during the 
summer and early monsoons. Enlargement 
of nkhe during this period becomes vital due 
to the poor net primary productivity in the 
monsoon pastures, lb the east of the village, 
at a distance of 2.S kms is located a major 
tank which has a submerged area of 200 
acres and offers an excellent grazing regime 
for the village livestock during March to 
September when these areas are devoid of 
water. A biomass study of the tank bed 
(submerged area) conducted during May 15, 
1986, revealed the biomass to be 732 gms 
(dry weight) from 5 quadrats of 1 sq metre 
each. The procedure followed in the laying 
of the quadrats was exactly the same as in 
the case of the village pastures. The presence 
of rich biomass was after 21i months of in¬ 
tense grazing by livestock of 3 viliages 
situated near the tank and 2 villages (in¬ 
cluding the livestock of the village studied) 
situated a little farther away from the tank 
beds. 

it was however found on investigations 
that only 16 households from the village, 
belonging to the last 3 deciles of the popula¬ 
tion, exploited the tank beds continuously 
from March to September. These 16 house¬ 
holds held 6.9 LSUs of sheep and S0.S LSUs 
of grazing cattle. The remaining 9 house¬ 
holds belonging to the 3 deciles did not ex¬ 
ploit these tracts, for they had fewer graz¬ 
ing livestock and preferred to feed them on 
agriculture residues. On the other hand, the 
survey revealed that out of the 56 households 
belonging to the first 7 deciles only 4 
households grazed their livestock in these 
tracts, that too sporadicaly. The cardinal 


handier of the small and marginal fanners 
in the matter of a wider grazing niche was 
non-availability of adult labour, and a 
generally high participation rate of children 
below 10 years of age in the grazing of 
livestock. (Children due to the compulsiont 
of other domestic activities such as collec¬ 
tion of furiwood and education, not only 
conAned their cattle to the village premises 
(the pastures), but also devoted fewer hours 
to grazing of livestock. The details of family 
labour dmted to grazing of livestock and 
the average grazing niche during March to 
September for the various deciles of live¬ 
stock owners is provided in table 8, From 
table 8, it is clear that there it a low family 
labour participation for ail dedlct of the 
livestock owners. However the average hours 
of grazing done by the last 3 decilet of the 
livestock owners is much higher when com¬ 
pared to the Arst 7 deciles. Ibis has been due 
to the availability of attached aduh labourers 
with the Arst 3 deciles an aspect which need 
not be elaborated here. 

Hutchinson” had distinguished between 
fundamental niche and realised niche. The 
former implies the ability of an organism to 
exploit a variety of natural resources from 
a wide geographical space for its sustenance, 
untrammelled by competition. Realised 
niche is the expidtation of natural resources 
by an organism in a situation of competi¬ 
tion. In the village the constraints associated 
with labour supply, places limitations on the 
small and marginal fanners in expldtiiig rich 
grasslands available outside the village Even 
within ihe village they ate unable to exploit 
the pastures in the monsoons, when the pro¬ 
ductivity of these grass tracts is highest, due 
to the fact that sheep hddinp of the 1^ and 
medium farmers outcompete their cattle 
Even the niche of 60 acres of village pastures 
cannot be considered to be fully realised 1^ 
these sections. 

CONCLUSION 

The crises of fodder, affliaing villages 
such as the one studied, is linked up with 
the access to fodder as a resource in village 
societies. Fodder derives its source both from 
agricultural crops and the natural grastiands 
which are common property resources. The 
access to these resources is conditioned by 
the intra-community distribution of land, 
the availability of common property re¬ 
sources and ability to aploit these resources. 
While intra-community distribution of land 
resources ate unequal and has idways worked- 
to the disadvantage of the poor livestock 
owners, the existence of fturly large tracts of 
grazing lands in the village and holdings of 
local cattle breeds adopted to grazing, could 
not perhaps have caused the fodder crises 
to assume major proportions in the past. 
Today the problem has been thrown into 
sharper relief in the village due to the 
shrinkage and tkchne of the traditional graz¬ 
ing regimes (following the onslaught of 
drought resistant farm forest trees), the con- 


Tabu 8: Labchjx Input and Grazing Niche tor Cattu 


Deciles 

House¬ 

holds 

Popula¬ 

tion 

Potoitial Family 
Family Pvtidpa- 
Labout tion Rates 
for Grazing 

Grazing 

Animals 

(LSU) 

Avoage 
Monthly 
Grazing 
(in Hours) 

Approxi¬ 
mate Gra¬ 
zing Radius 
(Kms) 

1-7 

56 

237 

Age Gtouns 

5-10 10-60 5-10 ISM 
45 160(82.2 13.23 

107.71 

120 

0.5 

^-10 

24 

107 

23 54 - 4.9 

30.5 

270 

3.0 


SOionr. Survey 1985. 
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eotaiUM breakdow oftitetnditk)p$lgaa^, 
ug cydes ud fautly the shiftt in cn^pphtg 
pattern fton fodder-gidng cereals to coin- 
meiciai crops in agriculture. The consequent 
Gonsuktion of .the natuial and inddental 
bases of fodder resource in the village, has 
not been accompanied by. a commensuiate 
leducdou in Uvcstock holdings, as the pro¬ 
pensity of the pooiet sections to hold 
livestock is high and the development 
schemes in rural areas also have a pre- 
dondnent animal husbandry bias. The im¬ 
perative of a gieater grazing range for 
livestock exists in such an environment of 
over-stocking and fodder shortage in the 
village. But as has been shown in the study, 
constraints associated with supply of labour 
for grazing of stocks, precludes the poor 
livestock owners exploiting the better 
grasslands situated a little far away horn the 
village. The cumulative results of all these 
trends are over-grazed village pastures and 
near-starvation conditions for majority of 
the cattle population of the village. 

This being the scenario, introduction of 
cross-breed cows amongst the small and 
marginal farmers and the landless labourers 
has to be complemented by schemes for 
better distribution of land resources in the 
village In the absence of adequate land with 
the beneficiary groups, stall-feeding of the 
cross-breeds with quality-fodder will become 
impossible, which might force their pool 
owners to either sell off these animals or 
lower the genetic potential of the calves so 
as to suit the poor feed standards of the 
village. Similarly schemes for fodder 
development in village commons can be 
feasible only if the commons are insulated 
from onslaught of privatisation, and the 
benefits of fodder resources created thus, 
accrue to the needy. 

The problem of fodder afflicting village 
societies such as the one studied is a struc¬ 
tural problem, solutions to which have to be 
fundamental and touching on the crucial 
issues of unequal land-distribution and 
undesirable land-use changes, which have af¬ 
fected the supply of the resource, both in its 
absolute and relative senses. 

IVotea 

(An earlier draft was presented and discussed 
at a seminar on the Centre for Ecological 
Sciences, Indian Institute of Science. 1 am 
grateful to Prof Madhav Gadgil for going 
through the earler draft and offering helpful 
criticisms and suggestions. 1 also wish to thank 
S N Prasad, J Bandyopadhyay and K R Nalr 
for their useful discussions. Bonam Ramanu- 
jam helped with my grasslands studies. The 
omissions and deficiencies that remain are en¬ 
tirely mine.] 
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Food vs Limbs 

Pesticides and Physical Disability in India 

Dineth Mohan 

Policies in India regarding pesticide import, manufacture and use have shown a callous disregard for the health 
of the people. The article is a report of a study investigating the relationship between pesticides and physical 
disabilities in India. 

A few studies in India have shown a relationship between green revolution technologies in agriculture and physical 
disabilities—the presence of equipment such as tractors, threshers, etc. has been positively correlated with 
amputations. However, the incidence of limb and visual deformities and dysfunction of joints, etc. cannot be 
explained by the extent of use of mechanical implements alone. The study finds some evidence that pesticides, 
which are known to cause congenital deformities in animals, may well be a causative factor in limb and visual 
disabilities and suggests that the use in India of pesticides banned in other countries be abandoned. 


TWENTY-five years ago Rachel Carson 
published “Silent Spring”ll] and warned us 
against pesticides in no unccituin teinis: 

It is our alarming misfonune that so 
primitive a science (applied entomology) has 
armed itself with the most modem and terri¬ 
ble weapons, and that in turning them 
against the insects has also turned them 
against the earth (p 262). 

This report has been partly influenced bv 
the emerging worldwide concern about 
pesticides, especially since the Bhopal 
disaster. 

We have for some'time been involved in 
studying the effect of social, economic and 
technological factors on the incidence of 
physical disabilities in lndia[2]. In the pro¬ 
cess we stumbled upon the fact that the 
presence of tractors was positivN.,y correlated 
with the prevalence of amputations, dysfunc¬ 
tion of joints and deformities of limbs but 
other socio-economic factors had very low 
correlation coefHcicnts with such disabilities. 
While we could believe that presence of trac¬ 
tors might have something to do with am¬ 
putations since other agricultural im¬ 
plements like threshers would also be pre¬ 
sent in the same areas, we could not unders¬ 
tand how mechanical implements would 
produce disabilities like deformities and 
dysfunction of joints. It was obvious that 
something else which was positively cor¬ 
related with presence of tractors may be 
responsible. It was this discovery, almost by 
accident, which led us to work on the 
relationship between pesticides and physical 
disabilities in .India. 

The National Sample Survey Organisation 
conducted a survey of the physically disabled 
in India in 1981 and has published detailed 
statistics of the prevalence and incidence of 
various physical disabilities! 3]. This survey 
gives prevalence rates of acute disabilities 
disaggregated by sex and rural/urban 
populations by state. 

Pesticide consumption data per hectare of 
cropped area by state(4] were used to test for 
correlations with prevalence rates of various 
disabilities in rural areas. Statistics for rural 
areas were selected on the assumption that 
people in rural areas will be more exposed 
to pestiddes than those in urban areas. The 


results of these tests are shown in table I. 
These results show that there is a positive 
significant statistical correlation between in¬ 
tensity of pesticide use per hectare and 
prevalance rates of deformity of limbs, 
dysfunction of joints, amputations, and 
visual disabilities. The correlations are 
significant with a confidence level of 95 per 
cent. However, there does not appear to be 
much correlations with speech and hearing 
disabilities and paralysis. The data with 
' ignificiint voi icl.-tiions are plotted in figures 
1-4 and regression lines have been drawn 
were correlations are statistically signifleant. 

Though none of the correlations are 
higher than 0.7 per cent I am convinced there 
is cause for serious concern since we have 
not been able to find other factors which 
have correlation coefficients which are con¬ 
sistently as high as these (table 2). Secondly, 
wc do recognise that disabilities can be 
caused by a host of other reasons, but that 
is precisely why a single factor giving cor¬ 
relations as high as these is very significant. 
Thirdly, tractor ownership rates by state and 
fertiliser consumption by state also givci 
similar results. This indicates to us that green 
revolution technology as presently used in 
India is significantly correlated with 
prevalence of many disabilities. In other 
words, prevalence rates of dysfunction of 
joints, amputations, deformities and visual 
disabilities lend to be higher in those states 
where there is more intensive use of the green 
revolution technology. 

This dues not necessarily mean that a 
causal relationship exists between green 
revolution technology and prevalence of 
physical disabilities. However, we do know 
that a large number of people are mutilated 
in thresher accidents every year, and also that 
there are reports that pesticides have causal 
ailments, deaths and disabilities in 
India[5-8]. Therefore, it is theoretically 
possible that pesticides may even have a 
causal correlation with prevalence of 
physical disabilities in India. We summarise 
below what we know about existence of 
pesticides in soil and food, effect of 
pestibides on animals and human beings. 
This would help us at least in formulating 
a logical course of action for the future. 


PI-.STICIBE Residues in environment 

» 

Over the last twenty years a large number 
of studies have established the vegetable, 
meat, grains, water, soil and human blood 
and tissues contain excessive pesticide 
residues in many areas in Indial9-2S]. One 
of the earliest studies was done by 
H C Dipathi[9] in 1966 who established that 
DDT was present in the soil of Hantnagar 
area in concentrations of 0.67 to IS.O ppm 
in the samples he collected. Since then over 
fifty publications have appeared on the sub¬ 
ject and they basically est^lish the fact that 
DDT, BHC, dieldrin, endrin, heptachlor, 
aldrin, endosulphan and malathion residues 
have been detected variously in soil, water, 
vegetables, grain, pulses, roots and tubers, 
spices, oilseeds, oils, fish, eggs, milk, baby 
food, butter, ghee, human fat, human blood 
and human milk. Most of these studies have 
been done at the agricultural universities at 
Ludhiana, Pantnagar and Hissar and at the 
Indian Council of Agricultural Research 
(IC.AR) in Delhi and so their samples come 
from the surrounding areas. But residues 
have been detected in Karnauka, Mysore, 
Bombay, .^ndhra, Gujarat, Rajasthan and 
Bengal also. 

The residues detected in the samples very 
often were much higher than the maximum 
residue limits prescribed by FAO/WHO and 
Agnihotri is constrained to write that “Since 
our food articles contain excessive DOT and 
BHC residues, it is only imperative that 
Indian population contain highest amount 

TABl.t 1: CORRI I MION COUTK irNIS K1R 

PESTK II>I IJsh Pr I HtlTARI 01 C'ROI-l‘l-1) 
Area vs Privai i-nc i oi Pin sic si 
DisAUII mis BV SlATI 


Disability 

Coefficient 

Amputees 

0.64 

Dysfunction of joints 

0.S9 

Deformity of limbs 

0..*i5 

Visual disability 

O.M 

Hearing, nut from birth 

0.44 

Speech, not ftom birth 

0.29 

Paralysis 

0 10 

Speech, fiom birth 

0.06 

Hearing, from birth 

014 
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of these inMCticldes”l2Sl. 

The abo^« studies indicate that Indians 
may have amoni one of the highest pesticide 
concentrations in their tissues of any group 
of people in the world: very often almost 10 
times higher than values reported from 
other parts of the world, e g, Kalra and 
Chawl^20] state that children drinking ipilk 
with DDT residues were taking in DDT in 
doses which were 9 times higher than the 
permissible average daily intake of 0iX)5 
mg/kg/day. Dhaiiwal and Kalra report that 
all four popular brands of milk formula con¬ 
tained DOT residues above tolerance level of 
1.223 ppm. 

What we find amazing about the work 
done in this area is that though residue rates 
in almost everything have very often been 
found to be above tolerance limits, no 
serious efforts have been made to do 
anything about it. Nor have any serious 
efforts been initiated to evaluate the long¬ 
term effects of these residues. Most of the 
above mentioned publications are just 
factual and do not pass judgment whether 
these residues are good or bad. Some regret, 
that these values are very high and end up 
with a platitude “considering all these facts, 
the concern over the occurrence of residues 
of persistent organochlorine insecticides in 
the human environment is justiflable”[2S]. 
Others like Kalra and Chawla are even more 
evasive; “In the end it is not inappropriate 
to state that the use of pesticides is not an 
ecological sin’’[20]. 

R S Hamsagar of Hindustan Insecticides 
Ltd goes a step further. He states “for most 
developing countries the corresponding 
ecological danger as faced by advanced 
countries can at best be attained obviously 
only when the level of usage in the develop¬ 
ing countries reaches the level of usage in 
the advanced countries which is 20-25 times 
higher[26]. He calculates this on the basis 
of average pesticides use rate for the whole 
country, conveniently ignoring the fact that 
pesticides are not used all over India but they 
are in the US. But wherever they are used 
in India their application rates would be high 
also. 

He does not stop there, he says we could 
use even greater concentrations of pesticides 
because a scientist has claimed that the half 
lives of some pesticides (organochlorides) in 
soil may be lower in tropical countries[27]. 
He again ignores the fact that half-lives are 
convenient figures for judging comparative 
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toxicity but one cannot make simple ex¬ 
trapolations as far as human health is con¬ 
cerned. He even ignores the fact that not 
enough work has been done on this topic. 

The data are clear and unambiguous that 
pesticide residues in humans in many parts 
of India are very high and not enough has 
been done to understand the effect of these 
residues. 

Effect of Pesticides on animals 

According to Rachel Carson the pesticides 
industry is “a child of the Second World 
War”[l]. In the course of developing agents 
of chemical warfare, some of the chemicals 
created in the laboratory were found to be 
lethal to insects. This did not happen by 
chance: insects were widely used to test 
chemicals as agents of death for man. 

DDT was first synthesised by a German 
chemist in 1874 but its properties as an in¬ 
secticide were not discovered until 1939. in 
animal experiments 3 ppm of DDT has been 
found to inhibit an essential enzyme in heart 

TaBI t2; COKRtl ATION Col lUl unis IllJttlhS Tit HNOUKlVl-Af tors and Railsoi- Disahii irs 


l-acior.s 

I’aralysis 

Deformity 
of Limbs 

Ampittces 

Dysfunetton 

of loinis 

• 

1 Motor-vehicles per capita 

.0.16 

- 0.52 

0.19 

■ 0.39 

2 Km rail-raods per person 

0.71 

0.33 

0.34 

0.08 

3 Gross factory output 

4 Fertiliser consumption per hectare 

0.04 

0.04 

0.14 

-0.24 

(rural) 

5 Number of tractors per agricultural 

0.24 

0.48 

0.73 

0.29 

worker (rural) 

0.42 

0.60 

0.69 

0.48 


muscle and only S parts per million has 
brought about necrosis or disintegration of 
liver cells. Only 2.5 ppm of dieldrin and 
chlordane have been found to produce the 
same effects[l]. DDT is also known to un¬ 
couple the phosphorylation process and this 
prevents oxygen in being utilised in the 
tissues. With insufficient oxygen the orderly 
processes by which the tissues unfold and the 
organs develop are disrupted—malforma¬ 
tions and other abnormalities then occur, 
and presumably the embryo deprived of oxy¬ 
gen also develops congenital deformities[l]. 

Almost all studies of effects of pesticides 
have been conducted on animals and sd 
there is a very large source of literature on 
this subject[28]. In brief, a large number of 
pesticides have been found to produce one 
or more of the following problems in 
animals: cancer congenital deformities, liver 
damage, kidney damage, vomiting, ulcers, 
cholinesterase inhibition, deliterious effects 
on the central nervous systems, sterility, 
leukaemia, convulsions. A few specific ex¬ 
amples are given below[28]. 

Captan; Dose related growth depression, 
reduction in pregnancy rate, reduction in 
litter size at birth, increase in foetal morta¬ 
lity, cancer, mutagenesis, production of 
chromosomal aberrations reported in rats. 

Parathion Methyl: Long-term studies in 
rats show decrease in hematocrit and 
haemoglobin values, inhibition o' choline¬ 
sterase levels. 

Deltamethrin: Rats showed symptoms of 
dipwsiness, difficttlty in walking, gendrai 
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motor incoordination and hypotonia. 

Bcndiocarb: Significant increase in 
incidence of total lyrophoreticular tumours 
and lenticular opacity. 

In general, otganocldorines destabilise the 
central nervous system and carbamates in¬ 
hibit cholinesterase among many other 
effects. In spite of these effects being known 
for decades, and the fact that animal tests 
are used to develop medicines for humans, 
K Dhari of Hindustan insecticides writes in 
a corporate pubtication[29] that “LDjg con¬ 
cept is only a guideline as man is not a big 
rat”. The LD^p (lethal dose for SO per cent 
of the population) is often dismissed in these 
terms but the fact remains that where life 
and limbs are concerned we should be much 
more conservative than LD^ guidelines as 
we must protect much more than SO per cent 
of the population. 

The lethal effects of pesticides on animals 
have been extensively documented by Carson 
also and for our purposes it is enough to 
know that pesticides can cause deformity 
and mutations in the embryo in animals. 

EFfTiCT OF PtiSTICIUES ON HUMAN BEINGS 

Carson's book Silent Spring is considered 
a landmark in warning the world about the 
lethal effects of pesticide poisoning on 
humans. More recently Bull has also given 
an excellent summary of the deaths and 
hospitalisations of people poisoned due to 
pesticides around the world[30]. According 
to Almeida[31] there are an estimated 

Table 3: Number of PtsnciDEs Whose 

CoNsi'MPnoN'SAi F Have Been Banneo, 
Withdrawn, Severely Re-stricted 
IN Sf.i ectei) Countries 


Country 

Number 

Philippines 

36 

Federal Republic of Germany 

35 

USA 

28 

Sweden 

24 

New Zealand 

23 

Finland 

22 

Denmark 

21 

Canada 

20 

UK 

15 

Turkey 

15 

USSR 

13 

Argentina 

II 

India 

10 

Norway 

10 

Hungary 

9 

Thailand 

8 

Austria 

8 

Guatemala 

7 

Japan 

7 

Switzerland 

3 

Netherlands 

4 

France 

3 

Italy 

2 

Malaysia 

1 


Note. Based on data from 34 countries. 
Soiuce. United Nations Secretariat, December 
30, 1983. 
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3,73,000 cases of human poisonings by 
pesticides in developing countries every year 
with some 10,000 deaths. 

Acute Poisoning: In a review of environ¬ 
mental and social costs of pesticides 
Pimentel states that in the late seventies it 
was estimated that there were 43,000 persons 
poisoned by pesticides every year in the US 
of which 2,831 were hospitalised and 200 
died[32]. There is enough evidence from all 
over the world that acute poisoning by 
pesticides can cause instant deaths and other 
severe symptoms. Now there are many 
publications by ESCAP[33], FAO(34], 
WHO[33-37] and others detailing these ef¬ 
fects on humans. Some examples are given 
below: 

Carbamates: Highly toxic, inhibits 
cholinesterase, produces coma, convulsions, 
excessive tears, pin-point pupils, headache, 
dizziness, salivation, tif^tness in chest, 
sweating, pneumo,iia, rapid heart beat, 
elevated blood pressure vomiting, cramps, 
diarrhoea, muscular fibrillation, muscular 
weakness, tremor[.33]. 

Oiganochlorines: Databilises CNS, stored 
uifat. Produces tremors, sensations of prickl¬ 
ing, burning or itching, convulsions, joint 
paint, aching in limbs, liver damage, 
cancer[l]. 

Oiganophosphates; Nerve poisons, in¬ 
hibits cholinesterase. Produces mental 


disorders, delayed paralysis, non- 
symptomatic lowering cholinesterase levels 
believed to be a frequent cause of 
accidents[33]. 

Delayed and Chronic Effects: Cases of 
acute poisoning are well documented but 
there is very little scientific information 
available on delayed and chronic effect of 
pesticides. A survey of the problem by 
Pimentd[32] documents that low chronic ex¬ 
posure can cause blood dyscrasias, allergy 
sensitivities, psychiatric sequalae, EEC 
changes, neurologic alterations, hyperten¬ 
sion. cardiovascular disease, liver disease aitd 
reduced fertility. He states that very tittle 
good epidemiological work has been done 
in this area. An FAO publication documents 
that in an epidemiological study on 130 
workers exposed to captan there was an ex¬ 
cess mortality rate, workers exposed to 
deitamethrin had itching and burning of face 
and nasal hypersecretion, and paraquat ao 
cumaiates in the lung and produces rapid, 
progressive fibrosis and renal failures[34]. 

One reason why details of studies are not 
available is that many of these ate done in 
developing countries by multinationals and 
so ate kept secret. The same FAO report[34] 
cites stupes done on human volunteers but 
most of these are unpublished reports of 
studies conducted by multinationals in 
developing countries[38-46]. lliese include 
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testing of: Aklicarb on human volunteen in 
Panama[38l, Bendiocarb tested on seven 
male volunteers[39-42] (nationality not men¬ 
tioned) by Fisons Ltd, and a study of 
16 option in Iran and Indonesia by 
WH0142-431, Captan on 134 male workers 
(nationality unspecified) by Stauffer 
Chemical Co[44] (excess mortality record¬ 
ed), Etrimphos on 167 persons (nationality 
not specified by Sandoz|45j, Methacrifos on 
two volunteers (nationality not specified) by 
Ciba-Geigy Limited[46]’. 

These are just a few examples of such 
studies. It is scandalous that such studies are 
done mainly by multinationals in develop¬ 
ing countries, ate not published and details 
of such tests are not made known to us. Last 
year India Tbday[A1] reported another case 
of such tests in India where Hindustan Ciba- 
Geigy sprayed an organophosphorous 
pesticide Nuvacron on 40 Induui volunteers 
aged 13-57 years in 1973. These tests were 
done secretly and a year later the same com¬ 
pany sprayed Egyptian children with 
Galecran. It is not surprising then that we 
have limited information and do not know 
enough about the deleterious effects on 
human beings as it is possible that some of 
the more damaging results never see the light 
of day. 

Most of the work done in India has been 
btksed on measurement of residues in the 
environment and in humans. There have been 



vciy few attempts to measure the effect of 
pesticides on humans. The Indian experience 
has been based largely on accidents and the 
first major incident reported was as far back 
as 1958 by Karunakaran[6] when 100 per¬ 
sons died in Kerala when they consumed 
wheat contaminated with Parathion, 
Krishnamachari and Bhat[7-8] recorded 
the high incidence of crippling bone defor¬ 
mities and congenital abnormalities produc¬ 
ed among the inhabitants of the Malnad 
region of Karnataka. Labelled the Han- 
digodu Syndrome, the deformities were caus¬ 
ed by the presence of Endrin and Ethyl 
Parathion residues in fish and crab which 
were consumed by the vicitims. There was 
a special combination of circumstances 
which resulted in this tragedy. This par- 


Consumption of pesticides per 

ticular group of people had a high rata of 
inbreeding and so a situation where a 
specific genetic factor made them particular¬ 
ly susceptible to presence of pesticide 
residues. However, this does, indicate to us 
that it is possible for deformities to be caus¬ 
ed by ingestion of low doses of pesticides. 
More recently, P K Gupta of the India 
Veterinary Research Institute reported that 
presence of DOT and BHC in concentra¬ 
tions of 1 ppm-8 ppm in fish, meat and eggs 
appear to cause irritation of the eyes, fatigue, 
dizzines.s, eye defects and blindncss[481. 
Devika Nag and U K Mishra of the King 
George Medical College have also reported 
that prolonged exposure to organo¬ 


hectare of cropped area in Kilograms 

phosphorous and inorganic arsenic lead to 
high incidence of degeneration of macula in 
the eye, visual impairment, dislike of bright 
light and night blindness[48]. There have 
also been newspaper teports[49] of pesticides 
producing giddiness and epilepsy in workers. 
Praful Bidwai[50] has also reported cases of 
cancer, stunted growth, deformities, and 
blindness caused by pesticides. 

Control of Pesticides in India 

The provisions of the Insecticide Act are 
implemented by the Registration Commit¬ 
tee of the Central Insecticide Board under 
the ministry of agriculture and food. But we 
do not seem to be particularly strict as it is 
ntimated that at least 30,000 to 40,000 ton¬ 
nes of pesticides harmed or highly restricted 
elsewhere are used in India every yearjSl]. 
Thbie 3 shows the number of pesticides that 
are banned in various countries[S2]. This it 
very revealing as the datt are based on in- 
formaytion provided by only 34 nations and 
much of it not compl^ There were objec¬ 
tions by some of the producer nations that 
such lists would be misleading! This list 
shows that India' has banned or restricted 
only ten pesticides which are listed in table 
4 along with their properties. Thbie 5 shows 
examples of pesticides which are considered 
far too lethal in maiv other countries but 
India imports them, table 6 shows a list of 
similar pesticides which ate manufactured 


TaBIL 4: PrSTiriDl'S W’HO-iH CONSI MPIION/SaLE HaVF BFFN BANNED/WtrUDRAWN/ 
Sevtieiy Rcstruti-b in India 


Item 


Comments 


1 Calcium and lead 
arsenate 

2 Camphechlor 

3 Dicldrin 

4 Endrin 

5 EPN 

6 Leploplios 

7 Nitrofen 

8 Parathion 

9 DBCP 

10 2, 4, 5-T 


Not approved for registration 

AU arsenates banned in USSR, FRG, Canada 

Banned for import 

Restricted use in India; banned in Japan, Sweden, Finland 
Phased out of u.se 

Not approved for registration; banned in Philippines 
Not approved for registration 

Restricted use under supervision; banned in Philippines 
Phased out of use; banned in many countries 
Banned for export-, prohibited in many countries 
Not approved for registration 


Source: United Nations Secretariat, December 30, 1983. 
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in India, and table 7 pesticides which have 
been developed by CSIR laboratories in 
India. 

It is quite obvious to us Uiat we have a far 
too lenient attitude towards ledial pesticides. 
Bidwai[50] claims that almost 70 per cent 
of the pesticides being consumed in India 
are banned or restricted elsewhere. In the 
face of all this, Dhari, manager, product 
development. Hindustan Insecticides claims 
that “it is being claimed that pesticides ate 
being manufactured in India despite of their 
proven and harmful effects on human health 
and eco system. This Is not trut'’[29] (em¬ 
phasis added). He also quotes Indira Gan¬ 
dhi in his support “Poverty is the greatest 
pollutant in the case of devdoping coun¬ 
tries”, and adds ‘^f course not the pesticides 
as bdng alleged by some so called en¬ 
vironmentalists”. Even H K Jain[53] direc¬ 
tor, Indian Agricultural Research Institute 
tries to minimise the problems: “You can¬ 
not pick up some modern component of 
science and reject others—There is, in fact, 
very little evidence that used correctly, used 
in balance^ used in moderation, us^ as a 
part of integrated system pesticides do any 
damage. There is no convincing evidence, 
provided you have the scientific approach” 
(emphasis added^. , 

In spite of overwhelming evidmtce to the 
contrary we behave worse than obstinate 
ostriches, our heads firmly embedded in con¬ 
crete. Instead of sitting up and taking notice, 
we hide behind platitudes like ‘used correct¬ 
ly’, ‘good agricultural practice, ‘use with 
safety precautions’ knowing fully well that 
none of them will be followed. Even the In¬ 
secticide Rules (1971) do not make it com¬ 
pulsory for manufacturers to explain possi- 
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ble side effects on the labels in languages and 
scripts that workers can understand[S4]. The 
rules just require use of colour and word 
codes on the label; Extremely toxic—red, 
poison—skull and cross bones, highly 
toxic—yellow, poison, moderately toxic- 
blue; danger; slightly toxic—green, caution. 


Table 5: Ex ampi ts of Ptsiiciobs Imported to India Whose Use Has Been Banned or 
RESTR intD in Other Coiintrifs 


Pesticide 


Manufacturer 


Remarks 


Aldrin 


Royal Dutch Petroleum Co 


Heptachlor ICl Lid 


Chlordane Northwest Industries Inc 


Banned in many countries. May cause cancer, 
liver damage, sterility. 

Prohibited in many countries. Can cause fatal 
liver disease. Destabilises central nervous 
system. 

Banned in many countries. Carcinogenic. 


Tawi 6: EXA.MPi.FSOF Pesik ides Manuiactureu in India Whom Usi Has Been Banm dor 
Restrictio in Oi'her Codnirhs 


Pesticide 


Manufacturer 


Comment 


I Parathion 


Nicotine sulphate 
DDT 


4 Gamma HCH 


S Aloicarb 


Ethylene Dibromide 
Methyl Bromide 


Bayer (India) Ltd 

Urskinj Tobacco Bye Products 

Hindustan Insecticides 

Tata Chemicals, Gujarat Agro 
industries Corp and many others 

Union Carbide India l.td^ 

Tata Chemicals Ltd 

Ikta Chemicals Ltd and 
Excel Industries Ltd 


Banned in many countries; can kill. 
Prohibited in USSR. 

Banned in many countries, can 
cause cancer 

Banned in many countries, affecTs 
ceniial nervous system and 
mutagenic. 

Restricted in Austria and 
Philippines; extremely hazardous. 
Highly restricted in Philippines and 
Sweden; carcinogenic. 

Highly restricted in Philippines. 


It is assumed that illiterate and semi-literate 
farmers and workers can read these labels, 
distinguish between the subtle meanings of 
words like poison, danger and caution. 

Conclusions 

It is clear to us from the above analysis 
that there has been a callous neglect and 
disregard of the health of the people of India 
with regard to policies concerning pesticide 
import, manufacture and use. Our analysis 
shows that 

(a) There is a significant statistical cor¬ 
relation between the technologies involved 
in the green revolution and prevalence of the 
following disabilities in India: amputations, 
dysfunction of joints, deformities, and visual 
disabilities. 

(b) There is overwhelming evidence from 
animal experiments that pesticides can cause 
mutations and congenital deformities. 

(c) Some evidence exists that pesticides 
can cause deformities of limbs and visual 
disabilities in humans even when taken in 
low doses. 

(d) There is enough evidence that agri¬ 
cultural technology like threshers result in 
amputations of a large number ol agri¬ 
cultural workers. 

(e) Pesticides which are banned or highly 
restricted in other epuntries are being im¬ 
ported to India and also being manufactured 
locally. 

Based on the above evidence we have a 
very strong case for forming a hypothesis 
that those states which have more intensive 
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Table 7; Examples of Pesticides Developed anr C^R Laboratcmiies Whose Use Is 

RESTRICTEIvBAfmED IN OTHEE COUNTRIES 


Pesticide 

Remarks 

CSIR Laboratory and 

Manufacturer 

Captan 

Suspected carcinogen; nor allowed, 
in Finland 

RRL, Jorhat 

Endosulpban 

Use severely restricted in many 
countries. Prohibited near aquatic 
ecosystems in Philippines 

NCL Pune. Process released to 
Hindustan Insecticides and 

Bharat Pulversing Mills. 

Nicotine Sulphate 

Prohibited in USSR 

NCL Pune. Released to 11 parties. 


pesticide use have a higho' prevalence rate 
of joint dysftinction, limb deformities and 
visual disabilities and those stales which hove 
a higher rate of use of technologies like trac¬ 
tors and threshers have a higher rate of 
amputations. If this hypothesis is proved 
correct then we will have to live with the 
horrible fact that in order to produce more 
food we have allowed millions of our citizens 
to be maimed and disabled for life. We, 
therefore, recommend that; 

(1) The authorities immediately commis¬ 
sion large-scale intensive epidemiological 
studies to examine the possibility of a causal 
relatloruhip between use of pesticides and 
prevalence of physical disabilities. 

(2) The government re-examine the 
pesticides act and insecticide rules and make 
them much more stringent. Lethal pesticides 
must be banned from India also and labels 
on pesticides’packages must exidain in local 
languages the actual side effects which can 
be caused by the pesticides instead of using 
meaningless tnrru tike Vaution’, ‘poison’, etc. 

(3) We must insist that bodies like the 
WHO must ituke public aU aperiments and 
testa done with pesticides on humans. It 
must be made dear that human experimen- 
tation must be done in the home countries 
Of the concerned corporation only and 
follow the human use guidelines as suggested 
by the WHO. 

(4) All voluntuy agendas and labour 
unions start a masnve education prograirune 
to inform agricultural worken about the 
dangers of pestiddes and brand names of 
those which are restricted and harmed in 
other nations. 
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WORKERS 

Are you AWARE 


You are entided to membership of the Employees’ Provident Funds, Family 
Pension and Deposit Linked Insurance Schemes if you have worked for 60 
days In a period of 3 months in a factory/establishment which has been In 
existence for a minimum period of 5 years and is employing 20 or more 
persons; or which has completed 3 years of existance and employing 50 or 
more persons. 

ONCE A MEMBER 

Your employer makes a matching contribution of 6V4% or 8% of pay 
to your Provident Fund Account. 

You are entitled to receive lump-sum payment of Provident Fund 
on your retirement/resignation/retrenchment. You can also avail 
withdrawals for house building, sickness, marriage of your depend¬ 
ants and for your chiidren Education. 

Attractive interest is declared on your Provident Fund balances 
every year. 

In the event of a member’s death while in service, the member’s 
family Is ensured:— 

(a) Monthly Family Pension ranging from Rs. 140/- to Rs. 630/-. 

(b) a lump-sum payment of Rs. 2,000/-; and * 

(c) Deposit Linked insuraiKe money upto Rs. 10,000/-. 

For further guidarice, please contact the nearest Provident ?i 
Fund Office. ^ 

EMPLOYEES’ PROVIDENT FUND ORGANISATION 
IN THE SERVICE OF INDIAN WORKER. 
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Domestic Terms of Trade and Their Effect on Supply 


and Demand of Agricultural Sector 

DSTVvgi 

Both the issues, viz, (i) whether the terms of trade have moved against or in favour of agricultural sector, and 
(ii) whether the changes in terms of trade have effected the rate of growth of Indian agriculture have been debated 
at length. This paper focuses on (a) how the terms of trade between agricultural and non-agricultural sectors 
have moved since early fifties, (b) what has been the impact of adverse or favourable terms of trade on the rate 
of growth of agricultural output in different periods, and (c) what has bwn the impact of movement of terms 
of trade on demand for non-agricultural commodities by the agricultural sector. The analysis leads to the con¬ 
clusion that movement of net barter terms of trade can have significant impact on the pace of investment in the 
agricultural sector as well as on the rate of growth of agricultural output. However, the impact of terms of trade 
turning adverse to the agricultural sector on the growth of investment in agriculture and on its output can be 
neutralised, to a great extent, through technological developments. 


THE ‘scissors problem’* not only continues 
to be a point of debate in academic circles 
but keeping the terms of trade between 
agricultural and non-agricultural sectors at 
an appropriate level is an important policy 
issue in many developing countries. Although 
views of economist.s differ whether un¬ 
favourable terms of trade adversely affect 
agricultural growth or not, it is generally 
agreed that movements of terms of trade do 
affect income distribution and consequently 
the pattern of demand and also the pattern 
of savings and investments.’ 

Both the issiie.s, viz, (a) whether terms of 
trade have moved against or in favour of the 
agricultural sector, and (b) whether changes 
in the terms of trade have affected the rate 
of growth of Indian agriculture have been 
debated at length.^ While some believe that 
agricultural prices in India have been kept 
down systematically,'* some others have 
asserted that incentives including those 
emanating from higher product prices have 
been available to the agricultural sector for 
a long time.’ However, these discussions 
were by and large based on a series of terms 
of trade that suffered from serious 
methodological limitations.*’ Further, in 
studies analysing the impact of terms of 
trade on the growth of agricultural output 
the role that technological developments can 
play in accelerating growth of output has 
generally been overlooked. 

in this paper I intend to focus on (a) how 
terms of trade between agricultural and non- 
agricultural sectors have moved since early 
fifties, (b) what has been the impact of 
adverse or of favourable terms of trade on 
the rate of growth of agricultural output in 
different periods, and (c) what has been the 
impact of movement of the terms of trade 
on demand for non-agricultural com¬ 
modities by the agricultural sector. Recognis¬ 
ing that both in the estimation as well as in 
the measurement of the impact of terms of 
trade on the growth of agricultural output 
certain methodologicai/conceptual issues 
having significant bearing on the results are 
involved and need clarification, these issues 
have been discussed in part one of the paper. 
In part two an analysis of movement of 
terms of trade between agricultural and non- 
agricuhural sector during the period 19S2-S3 


to 1983-84 is presented. The impact of 
changes in terms of trade on pace and pat¬ 
tern of investment and on agricultural 
growth has been analy.sed in pait three and 
the impact on demand for non-agricultural 
commodities by the agricultural sector has 
been examined in part four of the paper. 

1 

Some Concoptual/Methodulogical 
Issues 

The term ‘terms of trade' implies a com¬ 
parison of prices at which trade has taken 
place. In the area of international trade the 
concept has been used to reflect the coin- 
pat ison of prices of exports with prices of 
imports.' Following this in a situation of a 
two-sector analysis, viz, agriculture and non- 
agriculture. ideally one has to strive at mak¬ 
ing a comparison between prices received by 
the agricultural sector and prices paid by it 
for purchases made from the non- 
agricultural sector. This comparison of 
prices received and paid has usually been 
termed as ‘net barter terms of trade'. 

Following Kindlebergcr’s concept of 

capacity to import expressed as ^ x Qx, 

Pm 

where Ox is the index of the quantity ex¬ 
ported and Px and Pm arc the prices of ex¬ 
ports and imports respectively, some 
research workers have followed it up to 
estimate ‘income terms of trade’.* The con¬ 
cept of ‘income terms of trade* defined as 

Pv 

t - X Ot. where Qt stands for marketed 
Pm 


surplus, is misleading in the context of the 
two-sector model, to the extent, based on 
this formula the terms of trade (income) 
could move in favour or against both the sec¬ 
tors. On the contrary, the concept of terms 
of trade, as commonly understood, implies 
deterioration in the terms of trade of one 
sector if it has shown some improvement in 
favour of the other. In table 1 hypothetical 
indices of net barter terms of trade and in¬ 
dices of Qt arc presented. It would be seen 
from columns (4) and (7) that the so-called 
‘income terms of trade’ have moved in 
favour of both the sectors as Qis for both 
have increased. Thus the concept of ‘income 
terms of trade’ based only on the volume ol 
exports of one sector is misleading. 

For estimating terms ol trade apart from 
the list of commodities exchanged between 
the two sectors and their relative shares in 
the trade, information on prices at which ex¬ 
change took place is required. The degree 
of accuracy of estimates of terms of trade 
would obviously depend upon; (i) com¬ 
prehensiveness of the identified pattern of 
trade; (ii) the reliability of weights used for 
constructing the price indices in reflecting 
truly the composition of trade between the 
two sectors; (iii) the capacity of the selected 
prices/price indicators to truly reflect the 
changes in prie'es paid and received; and (iv) 
the sensitiveness of the method used for con¬ 
structing price indices in reflecting the real 
change in the prices. 

In an earlier paper, while reviewing the 
methodologies followed for constructiitg 


Tmiii 1; HYPoiiifctiiM Kdkisoi Nf r Baritr Term.s of irade.\nd Qt 


Year Agriculiural Scctoj;____ Non-Agr icultural Sector 


w_ 

Ncl Barter 
Terms of 
Trade 

(2) 

Indices ol 
Exploit 

0) 

Income 
li'rms of 
Trade 

1(10 

_ (4) _ 

Net Barter 
Terms of 
Trade 

I00^(2)xl00 

(5) 

Indices of 
Export 

(6) 

Income 
Tirms of 
Trade 
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99 

97 
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99 

99 
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100 

100 

100 

100 

100 

100 

5 

iOl 

100 

101 

99 

102 

iOl 

6 

103 

101 

104 

97 

106 

103 

7 

105 

107 

107 

95 

no 
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terms of bade series, we tune conduded that 
most of the available studies sufliered from 
serious limitations on account of limited 
coverage; use of improper weights, inap¬ 
propriate price indicators, etc’ Keeping in 
view the limitations of the methodologies 
adopted in estimating the terms of trade bet¬ 
ween agricultural and non-agricultural sec¬ 
tors of the Indian economy, an alternative 
methodoiogy was develop^. The terms of 
trade series used in this paper is based on 
that methodology. 

Another important issue is the choice of 
the base period, i e, the period for which 
prices paid and prices received are to be con¬ 
sidered at par. Let us examine the suitabili¬ 
ty of adopting the base years of the official 
series of index numbers of wholesale prices 
as the base period for estimating terms of 
trade. The first official series of index 
numbers of wholesale prices had week end¬ 
ed August 19, 1939 as the base It is well 
known that during the depression of thir¬ 
ties prices of agricultural commodities fell 
at a faster rate than the prices of manufac¬ 
tured products. Further, when upward move¬ 
ment started, rise in the agricultural prices 
was slow and halting. As a result, prices of 
most of the farm products in 1939 were 
lower than those in 1920-29, on an average, 
to the extent of 60 per cent.'® Thus 1939 
series has a base in which the agricultural 
prices cannot be considered to have been at 
their normal levels vis-a-vis manufactured 
products. Another series available is with 
19S2-S3 = 100. In 1932-53, the index of food 
items (with week ending August 19, 
1939=100) stood at 357.8 whereas that for 
manufactures stood at 371.2, i e, the prices 
of agricultural commodities relative to non- 
agricultural commodities were low even in 
comparison to the week ending August 19, 
1939. The base of the next series is 1961-62 
= 100. In 1961-62, the index (1952-53 = 100) 
of agricultural commodities stood at 122.9 
and that of manufactured articles stood at 
126.6, i e, agricultural commodities prices 
were lower than those of manufactured com¬ 
modities in comparison with 1952-53. Thus, 
neither in 1939 nor in 1952-53 and 1961-62 
can the prices of agricultural commodities 
be taken to have been at par with the non- 
agricultural commodities. The severe 
drought in 1965-66 and 1966-67 resulted in 
a significant increase in the prices of 
agricultural commodities. However, with 
weather conditions turning favourable and 
adoption of new technology by the farmers 
in the subsequent years, agricultural produc¬ 
tion increased and agricultural prices relative 
to other commodity prices declined. By early 
seventies these prices have moved to levels 
where these could be considered as 
reasonable to both the sectors. Further, 
recognising that agricultural produaion and 
consequently the price of agricultural com¬ 
modities fluctuate more widely than those 
of non-agricultural commexhties a three-year 
base period was chosen as the base rather 
than a single year. The terms of trade, thus. 


have been estimated taking triennium ending 
1971-72 (financial year) = 100, 

iMPAC i ON Growth or 

AGRrctii.ruRAi, Output 

Prices as allo.ator of resources give 
signals to both the producers and the con¬ 
sumers regarding the levels of production 
and consumption respectively. For esti 
mating supply elasticity with respect to price 
in the case of individual commo^ties regies 
sion models particularly the variants of 
Nerlovian model have frequently been 
used." This methodology has recently beer 
extended even to estimating aggregate suppb 
response with respect to terms of tradr. 
Based on regression analysis in which the 
lagged terms of trade have been used as one 
of the explanatory variables for explaining 
changes in the aggregate agricultural output, 
many researchers have concluded that aggre¬ 
gate supply response not only in India but 
in most of the developing countries was 
fairly low.'^ In these analysis what is missed 
is that movement of terms of trade whether 
in favour or against the agricultural sector 
is not the same thing as relative prices mov¬ 
ing in favour of or against a crop. For ex¬ 
ample, where cotton and groundnut are the 
only crops grown, allocation of resources at 
the command of the farmer will move in 
favour of cotton if its price rises relative to 
that of groundnut or vice versa. However, 
if the price of both show a decline, i e, terms 
of trade move against the farmer, such a 
development would impinge adversely on the 
quantum of resources available with the 
farmer and thus not only discourage the use 
of inputs but would also affect adversely 
farmers’ investment decisions. 

The first impact of terms of trade turn¬ 
ing against the agricultural sector would be 
on the use of variable inputs, i e, farmers 
would be discouraged from applying more 
quantities of these inputs particularly in a 
situation when the input use already is at a 
level where the marginal value product 
equals its cost. On the other hand, he would 
try to increase to the extent possible, use of 
available fixed inputs, for example that of 
bullock labour.’’ Thus whereas area under 
crops may increase if possibilities exist either 
through increasing the net area sown or in¬ 
creasing the doubled cropped area, the ap¬ 
plication of inputs, particularly of purchas^ 
inputs, would be adversely affected, if, terms 
of trade continue to remain against the 
agricultural sector, farmers* enthusiasm for 
making medium- or long-term investments 
in farm organisation would be dampened. 
This in turn would adversely affea the build¬ 
up of production potential. On the other 
hand, in a period of favourable terms of 
trade one would expect increased use of 
variable inputs and also larger investment 
in yield raising infrastructures. 

The impact of adverse movement of terms 
of trade in a situation when most of the 
farms are operating in the first stage of pro¬ 
duction possibility curve (i e, when elastic! 


Review of Agriculture March 1987 


ty of output with respect to input is greater 
than one), would be Afferent from that in 
a situation where the elasticity of output 
with respect to input is less than one. lb il¬ 
lustrate, let us assume that the yield per hec¬ 
tare is Y, the price per unit is P and the re¬ 
quired input is I and its price is P,. When 
yield increases to Y' the use of input would 
rise to (1 -t- Cj) 1, where e, is the elasticity 
of input use with respect to output. So long 
as e, is less than one, it can mitigate to 
some extent the impact of P declining in real 
terms, i e, terms of trade moving agtunst the 
agricultural sector. In a situation when e, is 
gieaier than one or is equal to one the im¬ 
pact of a decline in real value of P would 
be more seveic on the income of farmeis and 
consequently wit their investment decisions. 
Similarly, in a situation when most farmers 
are using .some inputs where the mvp is 
greater than the cost of these inputs, the ap¬ 
plication of variable inputs may continue to 
increase despite terms of trade moving 
against the agricultural sector.'^ Conse¬ 
quently the yield per hectare and output may 
continue to increase. Such Mtuations are nor¬ 
mally observed when either a new 
technology is still spreading to new areas or 
the technology itself undergoes frequent im¬ 
provements. These distinctions are impor¬ 
tant for understanding the dynamics of the 
impact that terms of trade have on the pace 
of agricultural output over a period of time. 
It ought to be appreciated that by simply 
regressing agricultural output on terms of 
trade completely ignoring the impact of in¬ 
stitutional innovations/reforms and of 
changes in agriculture technology, etc, one 
is likely to get fairly misleading results. 

II 

Movement of Terms of Trade 

Indices of prices received and prices paid 
along with the terms of trade calculated 
following the methodoiogy evolved by us in 
1980 are presented in table 2. It would be 
seen from the table that during the period 
1952-53 to 1963-64, the terms of trade had 
remained against the agricultural sector. 
During this period the terms of trade have 
fluctuated between 73 and 91 and for the 
period as a whole averaged at 83. Further, 
it needs to be noted that a rise in the prices 
received by the farm sector for commodities 
sold for Hnal consumption’’ (group com¬ 
prises mainly of food crops) was of lower 
order than that for commodities sold for 
intermediate consumption” (large number 
of crops included in this group arc non-food 
crops). During this period the rise in the 
prices paid by the agricultural sector for 
commodities purchased for intermediate 
consumption'^ (agricultural inputs) was 
comparatively less than the rise in the prices 
paid for commodities purchased either for 
final consumption'* or capital formation 
purposes.'* 

During the period 1964-65 to 1974-75, the 
terms of trade have remained in favour of 
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agricultural tector in almoit aU the yean. 
It would be noticed that during this period 
the rise in the prices of commoditia told 
bytheagriicuitunitectorforfiaaloonninip- 
tion has been faster than the rise in the prion 
of commodities told for intermediate con¬ 
sumption. As regards increase in the prices 
paid by the agricultural tector during this 
period the price of commoditin purchased 
for intermediate consumption recorded 
sharper increases than the prices of com¬ 
modities purchased for fmal consumption. 

The terms of trade, however, again moved 
agaiiut the agricultural sector from 197S-76. 
It would be seen that the terms of trade have 
remained oetween 83 and 91, i c; though the 
terms of trade remained against the agri¬ 
cultural sector in most of the years these 
were less adverse than In the earlier period, 
via, 19S2-53 to 1963-64. The terms of trade 
moved against the agricultural sector 
primarily because the rise in the prices of 
wheat, rice and cotton had been lower than 
the rise in the prices paid by the agricultural 


sector. Had the rise in the prices of these 
three commodities beeti of the same order 
as in the case of price paid, the net barter 
terms of trade would have worked out at 94 
for 1983-84. In the case of commodities pur¬ 
chased by the agricuhural sector during this 
period the rise b prices of commodities pur¬ 
chased for capit^ formation purposes was 
the highest, followed by the group compris¬ 
ing commodities used for intermediate con¬ 
sumption. During this period the price in- 
dea for the commodity group cajHtal forma¬ 
tion rose from 188.9 in 1973-76 to 4S4.2 by. 
1983-84. 

Thus, it is evident from the above that in 
India the net barter terms of trade had 
remained against the agricultural sector 
during 1932-53 to 1963-64 and in favour of 
agriculture between 1964-63 to 1974-73. 
During the last 9 years, i e, 1973-76 to 
1983-M, also the terms of trade had re¬ 
mained against the agricultural sector. 
Before antdysing the impact of movement 
of terms of trade on the pace and pattern 


of agrioihural oiapttt and fanreetmeat in the 
agri^tidal sector it magr be mentioned that 
in India during the period 1932-53 to 
19lQ-64« there b^ig no distiiict imprcwemenl 
in tcdinology, the production ini the 
agricultural sector had by and large moved 
on the same production Ainctlon from one 
point to another. During this period eacept 
irrigation, no other technology that would 
shift the production function was in opera- 
don. It has been estimated fay Dharm Narpin 
that in the overall productivity growth the 
contribution of pure yield effect was about 
one-third.^ Thus there are reasons to 
believe that during this period, the produc¬ 
tion conditions in the case of most crops 
were such that the elasticity of output with 
respect to input was either less than 1 or at 
best 1. On the other hand during the period 
1964-63 to 1974*73 high-yielding varieties of 
wheat, rice, sorghum, pearl milltf, maize, 
etc, were not only intr^uced but by 1974-73 
sizeable area was under the new variedes. As 
a result of continued research and exteruion 
efforts during the period 1^3-76 to 1983-84 
also, the coverage under the new varieties at 
times with better yield potential than those 
introduced in late sixties continued to ex¬ 
pand. Thus during both these periods the 
possibilities of obtaining higher yield with 
e, being less than one existed in the case of 
many important crops. 

In the tight of the above, it would be 
appropriate to divide the endre period of 31 
years (1932-33 to 1983-84) into three sub- 
periods, viz, (i) 1932-33 to 1963-64, a period 
of stagnant technology and of adverse terms 
of trade for agriculture; (ii) 1964-63 to 
1974-75. a period of favourable terms of 
trade for the agricultural sector with new 
technologies of crop production being intro¬ 
duced; and (iii) 1973-76 to 1983-84, a period 
when technological developments got spread 
to larger areas but terms of trade remained 
against the agricultural sector. In the analysis 
that follows these sub-periods would be 
referred to as first, second and third period 
respectively. 

Ill 

Impact on Investment asid on 
Pace of Agricttltunl Outpsit 

IMPACT ON INVESTMENT 

During the first period (1932-33 lo 
1963-64) as a consequence of terms of trade 
remaining against the agricultural sector, 
investment in farm organisations did aot 
register any appreciable growth. Ithasbaca 
estimated that reproducible tangible wealth 
in the agriculturai sector (defined to include 
fmm buildings, livestock, machinery, 
transport and ^er equipment) at contumt 
prices (1960-61) increased from Ra MM 
crore in 1930-31 to Rs 7.683 crore in 1960^61 
only; 1 e, by 17.9 per cart whereas tot the 
economy u a whde it had Incnued by ovir 
81 per cent during the tame periml^ 
According to the Central Statistical 
Organisation (CSO), the gross domestic 


Tabi.e 2: Indices of Prices Received, Prices Paid and Terms of Trade 
(Triennium ending 1971-72 = 100) 


year Prices Received for Prices Paid for Commodities Terms of 

Commodities Sold for Purchased for Trade 



Final 

Con¬ 

Inter¬ 

mediate 

All 

Commo¬ 

Inter¬ 

mediate 

Capital 

Forma¬ 

Final 

Con¬ 

All 

Uses 

‘^"'-"xlOO 
Col 8 


sumption 

Con¬ 

dities 

Con¬ 

tion 

sumption 




sumption 


sumption 





(I) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1932-33 

30.2 

45.5 

48.3 

64.0 

48.2 

50.7 

53.0 

91.1 

1953-54 

46.6 

42.8 

43.1 

61.3 

47.8 

50.7 

32.4 

86.1 

1954-55 

46.5 

41.8 

44.6 

58.3 

49.0 

49.8 

51.3 

86.9 

1955-56 

45.5 

42.1 

44.1 

55.4 

51.0 

48.1 

49.7 

88.7 

1956-57 

50.2 

45.8 

48.4 

59.9 

54.3 

51.8 

53.5 

90.5 

1937-58 

52.0 

47.6 

.50.2 

64.9 

58.6 

53.3 

55.9 

89.8 

1958-59 

31.4 

48.1 

50.1 

66.5 

59.8 

54.2 

57.0 

87.9 

1959-60 

51.1 

49.3 

50.4 

67.8 

60.5 

56.2 

58.7 

85.9 

1960-61 

49.1 

49.2 

49.1 

68.6 

6.1.2 

60,3 

62.1 

79.1 

1961-62 

51.9 

50.9 

51.5 

70.6 

65.7 

61.9 

63.9 

H0.6 

1962-63 

52.0 

53.9 

52.8 

71.6 

68.5 

64.7 

66.3 

79.6 

1963-64 

57.0 

55.9 

56.6 

77.0 

69.7 

78.7 

77.6 

72.9 

Average 

S0.3 

47.7 

49.3 

OS..; 

S8.0 

36.7 

se.s 

04.9 

1964-65 

68.3 

63.6 

67.2 

78.6 

70.2 

69.8 

71.5 

94.0 

1963-66 

78.3 

76.5 

77.7 

78.6 

75.8 

74.6 

75.5 

102.9 

1986-67 

93.3 

91.3 

93.7 

85.6 

80.5 

82.6 

83,0 

112.9 

1967-M 

107.4 

89.4 

100.2 

93.7 

83.0 

85.3 

86.7 

11.5.6 

1968-69 

97.0 

86.4 

92.7 

93.8 

85.2 

87.1 

88.2 

105.1 

1969-70 

98.7 

92.2 

96.1 

98,2 

92.0 

93.7 

94.4 

101.8 

1970-71 

98.8 

102.9 

100,5 

100.3 

100.2 

100.6 

100.5 

lOO.O 

1971-72 

102.7 

102.1 

102.5 

101.6 

107.8 

105.7 

105.1 

97.5 

1972-73 

115.3 

119.2 

116.9 

109.6 

117.2 

113.2 

112.9 

103.5 

1973-74 

143.0 

144.9 

145.0 

126.3 

134.5 

133.6 

132.3 

109.6 

1974-75 

178.0 

150.2 

166.8 

188.1 

139.5 

162.3 

166.9 

99.9 

1975-76 

153.4 

126.2 

142.4 

193.1 

188.9 

159.4 

168.3 

84.6 

Avenge 

m.s 

108.9 

ioe.s 

112.3 

107.9 

108.7 

107.1 

102.3 

1976-77 

151.8 

164.7 

157.0 

191.5 

194.3 

166.0 

' 173.2 

90.7 

1977-78 

163.9 

166J 

164.8 

193.6 

191.6 

177.3 

181.6 

90.8 

1978-79 

157.2 

157.0 

157.1 

185.1 

207.8 

180.7 

183.9 

85.4 

1979-80 

179.0 

194.9 

185.4 

191.0 

246.2 

209.5 

209.3 

88.6 

1980-81 

202.2 

230.6 

213.6 

235.0 

317.9 

233.3 

244.8 

87.3 

1981-82 

216.6 

235.4 

224.2 

296.4 

392.3 

249.1 

270.5 

82.9 

1982-83 

230.8 

246.7 

237.2 

308.2 

429.1 

254.3 

279.9 

84.7 

1983-84 

250.6 

274.8 

260.4 

325.6 

454.2 

278.4 

302.6 

86.1 

Avenge 

194.0 

200.0 

200.0 

243.3 

304.2 

218.6 

230.7 

87.0 


A32 
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cvitd fonnatUm ia dw •gricuhoial lector 
ii estiineted to have incKuod ftom the 
cvenge of Ri CM cnne (at 19^71 prion) 
durinf the triauduiii ending 195S«S6to only 
Rt 739 crow by trienidum ending 1963*64, 
i n at a paltry rate of 1.52 per cent per 
annuin” (table 3). During this period 
though the govnninent mute large invest¬ 
ments in irrigation works, probably fanners 
themselves did not imest signiflcantly. It is 
worth noting that during tUs period in 
sectors taken together, gross oiidtal fwma- 
tibn is estimated to have increased by about 
80 per cent as agaiiut an increase of over 
13 per cent mcorded for the agricultural 
sector.*’ 

Another source of data for infering about 
the investment decisions of the farmer art 
thequiiiqueonial livestodc census. According 
tothese, during the poiod 1931 to 1961 the 
number of oil engines used for irrigation 
increased at an average of 14.8 thousand 
units per aimum and that of electrical pump 
sets at an average of 14.5 thousand uniu per 
annum. Similarly the number of tractors 
increased only at an average of 1.6 thousand 
units per annum (table 4). It is worth noting 
that even during this period sizeable in¬ 
creases in productivity of many crops were 
possible provided these crops were irrigated. 
In the case of cereals in fifties, response to 
irrigation was estimated to be about 300 kgs 
per hectare. Thus an increase of about SO 
per cent in the yield levels could have been 
achieved throui^ irrigation, yet the farmers 
did not prefer to invest in irrigation works 
on a significant scale Obviously this can be 
attributed to the impact of terms of trade 
remaining against the agricultural sector 


Table 3: Gross Domestic Capital Formation 
IN AciRicultral Sector 
(At 1970-71 prices) 


Period 

Rs Crore Per 


Annum 

(1) 

(2) 

Diennium ending 1933-36 

633 

IKennium ending 1963-64 

739 

Ikiendium ending 1974-73 

1,200 

THennium ending 1983-84 

1,866 


Sourtr. Various issues of “National Accounts 
Smtistks", CSO, Ministry of Planning, 
Government of India. 


during this period. Hie use of fiertiBscts also 
did not reg^r any annedable Increase as 
it increased from 0.82 kgs per hectaw in the 
triendum cwhng 1955-36 to oidy 2.8 kgs per 
hectaw by the triennium ending 1963-^. 
Even in the case of crops like sugarcane 
whew significant increase in yields couM be 
obtained tiirough chemkai totilisers, the 
application did not register any signifleant 
increase 

In contrast to the above situation, during 
the second period (1964-65 to 1974-75) as a 
consequence of terms of trade remaining in 
favour of agriculture^ farmers made Up¬ 
scale investments in yield raising infra¬ 
structures. The number of oil engines (used 
for irrigation) increased on an average of 

111.3 thousand units per annum between 
1961 and 1972 and further at the rate of 122 
thousand units per annum between 1972 and 
1977. Similarly, the number of electrical 
pumpsets inewased on an average by 132.5 
thousand units per armum between 1961 and 
1972 and by 139 A thousand units per armum 
between 1972 and 1977. The rise in the 
number of tractors was even mow specta¬ 
cular—these increased from 27 thousand in 
1961 to 140 thousand by 1972 and to 261 
thousand by 1977. Between the trienida 
ending 1963-64 and 1974-73 the gross 
domestic capital formation at constant 
prices in the agricultural sector is estimated 
to have increased by over 60 per cent; from 
the average of R$ 739 crow to Rs 1,200 crow 
i e, at the compound rate of 4.9 per cent per 
annum. It is also worth noting tint the shaw 
of tubewells in the total irrigated area which 
was less than one per cent in 1961 rose to 

14.3 by 1971 and further to 19.8 by 1973-76. 
Further, during this period the use of fer¬ 
tiliser per hectare of cropped area escalated 
from 2.8 kgs in the triennium ending 1963-64 
to 16.4 kgs by the triennium ending 1973-76. 

During the third period (1973-76 to 
1983-84) also, when the terms of trade have 
remained against the agricultural sector, in 
most of the yrars, the available data (»i gross 
domestic capital formation do not indicate 
any deceleration. The gross capital forma¬ 
tion at constent prices is estimated to have 
increased from the average of Rs 1,200 crore 
during the triennium ending 1^4-73 to 
Rs 1,866 crow during the triennium ending 
1983-84 (table 3). Altiiough full seu of data 
based on the 1982 quinquennid livestock 


Table 4: Changes in Stock of Farm Machinerv 

(Thousand) 


Items 

1931 

1956 

1961 

1972 

1977 

(Provisi- 






onal) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

I Oil engines with pump sets used for 
irrigation 

II Electrk pomp sets used for 

82 

122 

f 

230 

1,557 

2,167 

inigation 

25 

53 

160 

1,618 

2,515 

III Four-wheeled tractors (private) 

9* 

21* 

27 

140 

261 


Noun * Government and private both. 

Source. (Electorate of Economics and Statistics, Miniury of Agriculture, Government of India. 
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census aw not yet available^ information 
from another source** indkate that tempo 
of investment in farm machinery has con¬ 
tinued unabated even aftm 1975-76. For 
enmple; during 1973-74 to 1984-85 the 
inataUation of electrical pumpsets per year 
aveiHed m 300J9 thousand uidtt as agidnst 
an average of267.48 thousand units during 
the period 1968-69 to 1973-74, Similarly, the 
instidlation of diesel pumpsets per year 
averaged at 163.64 thous^ units during the 
period 1973-74 to 1984-85 as against the 
amage of 206.38 thousand units teemded 
during 1968-69 to 1973-74. The use of frrti- 
lisers, the most important yield raising input 
has also continu^ to increase and by the 
triennium ending 1983-84 the per hectaw 
application has increased to 38 kgs. 

iMnvcT ON Growth op aoricultural 
Output 

Rates of growth recorded by area, yield 
and production of food and non-food crops 
as well as in respect of all crops during 
diffment po’iods aw pwsented in table 3. It 
would be seen that during first period, the 
production of all crops increased at the rate 
of 2.36 per cent per annum with production 
of foothirains increasing at the rate of 1.90 
per cent and that of non-foodgrains at the 
rate of 3.44 per cent per annum. It would 
be recalled that the main reason for the 
terms of trade remaining against the agri¬ 
cultural sector was a comparatively slower 
inewase in the prices of commodities sold 
for final consumption, i e, of the group in 
which foodgrains had a lion’s share. The 
main factor wsponsible for the growth in 
output was increase in area under crops as 
productivity inewased only at the rate of 
0.63 per cent per annum. It is worth noting 
that during the first period the gross cropped 
area hgd inewased by 12.02 million hectares 
(from 144.62 to 156.M million hectaws) and 
as much as 8.13 million hectares wew on 
account of net cropped area showing an in¬ 
crease. In this context it needs to be men¬ 
tioned that during this period land wforlhs 
with emphasia on land to the tiller wew in¬ 
itiated in almost all the states of the coun¬ 
try and thus both for the landlords as well 
as for the tenants them wew fundamentally 
important reasons for inewasing the awa 
under crops.” This apart, the increasing 
pmsuw of population" and land improve¬ 
ment programmes by the government*’ 
wew also wsponsible for expansion of area 
under crops. It would, however, be 
misleading to infer that the impact of 
adverse terms of trade on the growth of 
agricultural output was not significant. It 
needs to be emphasised that as a conse¬ 
quence of terms of trade wmaining against 
the agricultural sector, not only was the use 
of variable inpttu adversely affected but the 
fhrmers also did not malw investments in 
yield nusing infrastructure. Had thew been 
as serve a land constraint as prevails now, 
agricultural production in the country would 
have stagnated. 
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Corresponding to the second period we 
hive calculited rates of growth between the 
triennium ending 1963-64 and 1975-76 as 
both 1965-66 and 1974-75 were years of 
adverse weather conditions. During this 
period production of foodgrains, non- 
foodgrains and of all crops taken together 
increased at the rate of about 2.4 per cent 
per annum. Further, it was the growth in 
productivity and not so much in area under 
crops that made this acbievematt possible. 
The yi^ per hectare of foodgrains increased 
at the rate of 1.58 per cent per annum 
against a rate of 0.61 recorded in the flrst 
period. The growth in the productivity of 
non-food crops was also of the order of 1.30 
per cent per annum as t^alnst the rate of 
growth of 0.66 per cent per aimum in the 
Hrst period. No doubt, in the case of 
foodgrains high-yielding varieties responsive 
to higher doses of fertilisers were introduced 
during this period but in the case of non- 
foodgrain crops the technology was almost 
the same as was available in the period when 
terms of trade were against the agricultural 
sector.^ The available micro level data on 
variable inputs in the case of non-foodgrain 
crops across the country indicates that their 
use in the later period was much higher than 
that in the earlier period.^’ Further, during 
the later period around 60 per cent of the 
increase in gross cropped area was the result 
of intensity of cropping showing an ap¬ 
preciable increase’** Thus, it would not be 
wrong to infer that the favourable terms of 
trade increased the profitability from cultiva¬ 
tion, which in turn resulted in higher use of 
variable inputs, ready acceptance of new 
crop varieties and higher investments in yield 
raising infrastructure by the farmers. 

During the third period agricultural out¬ 
put recorded a growth of 2.45 per cent per 
aimum with production of foodgrains in¬ 
creasing at a rate of 3.13 and of non- 
foodgrain crops by 2.56 per cent per annum. 
During this period the productivity of 
foodgrains increased at the rate of 2.70 per 
cent, that of non-foodgrains at the rate of 
1.32 per cent and of all crops taken together 
it increased at the rate of 2.2S per cent per 
annum. The contribution of area expansion 
was even lower than that in the period bet¬ 
ween the triennia ending 1963-64 and 
1975-76. Both in respect of yield and produc¬ 
tion the crops that had led to a much faster 
growth in output of foodgrrins were wheat, 
rice and jowar. Similarly, in the case of non¬ 
food crops it is on account of cotton, 
potatoes and plantations that a very high rate 
of growth has been made possible 

In this context, it needs to be mentioned 
that analysis of the behaviour of the unit cost 
of production at constant input prices dur¬ 
ing the seventies have revealed a dedinfng 
trend in the case of wheat and paddy in some 
states.” From the data available from the 
Comprehensive Scheme for Studying the Cost 
of Production of Principal Crops in India,” 
we have estimated elasticities of input use 
with respect to output for wheat, pad¬ 


dy and cotton for those states lOr wnicli time 
series data are available. In the case oi 
almost all states for whkh time seriet data 
are available dasticities wotted out to be less 
than one in the case of wheat and cotton. 
In the case of paddy, however, in some tradi¬ 
tional rice growing states, elasticity worked 
out to be more than one. Ihking the share 
of each state in the increased output as 
weight the elasticity coefficients at the all- 
India ievel worked out at 0.56 in the case of 
wheat and at 0.58 in the case of cotton. In 
the case of paddy the elasticity coefficfent 
at the all-India level worked out at 0.86. 
Although these estimates lack precision 
maiidy due to non-availability of time series 
data for some important states in the case 
of these crops, yet these do provide suffi¬ 
cient bans for us to conclude that during the 
third period in many states higher yidds of 
wheat, cotton and paddy were obtahwd with 
e, being less than one. What matters to the 
farmers is the income and it can increase (so 
long e, remains ^1) and productivity rises 
at a rate faster than the rate 1^ which the 
terms of trade move against the aricultural 
sector. It would be noted that during the 
third period index of productivity (all crops 
taken together) averaged at 121.4 as against 
an average of 105.6 during the triennium en¬ 
ding 1971-72—the base period of the terms 
of trade series. Thus, it was the high rate of 
growth in productity achieved with e, being 


<1 that neutralised the impact on the 
farmers, real incomes of terms of trade re^ 
maining adverse to the agricultural sector 
and consequently neither the investment pat¬ 
tern nor the rate of growth of agricultural 
output suffered a set back during the third 
period. 

IV 

liii|>«ct on Dmumd for 
Noa-Agrieultiural Comiuodltiea 

With terms of trade moving in favour of 
agricuhurq those who buy agricultural com¬ 
modities will be adversely affected but those 
who sell agricultural commodities will 
benefit. Thus in a period of favourable terms 
of trade, demand of agricultural sector for 
non-agricultural conunodities is likely to 
show an increase It is wril known that the 
demand for commodities and services of the 
non-agricultural sector by the agricultuitd 
sector ori^nates for three main purposes, 
viz, for fitial consumption, for intermediate 
input used and for capital formation. In 
what follows we shall be examining the im¬ 
pact of movement of terms of trade on the 
demand of agricultural sector for com¬ 
modities and services from the non- 
agricultural sector.” 

The successive rounds of NSS provide 
estimates of per capita consumption of dif¬ 
ferent commodities separately for rural and 


Tabi e 5: Growth of Agricuitural Output 

(Per cent compound per annum) 


Period Foodgrains Non-Foodgrains All Crops 



Area 

Pro¬ 

Yield 

Area 

Pro¬ 

Yield 

Area 

Pro¬ 

Yield 

(1) 

(2) 

duction 

(3) 

(4) 

(5) 

duction 

(6) 

(7) 

(8) 

duction 

(9) 

(10) 

I Between the trien- 
nium ending 

1955-56 and 

1963-64 

0.92 

1.90 

0.61 

2 28 

3.44 

0.66 

1.15 

2.36 

0.65 

II Between the trien¬ 
nium ending 
1963-64 and 

1975-76 

0.52 

2.44 

1.58 

0.61 

2.42 

1.30 

0.54 

2.44 

1.49 

III Between the trien¬ 
nium ending 
1975-76 and 

1983-84 

0.36 

3.13 

2.70 

0.57 

2.56 

1.32 

0.43 

2.95 

2.25 


rABi.F. 6: Estimates of Value at Constant Prices of Totai Purchases Made by the 
Agricultural Sector for Final Consumption 

(8s In crore) 



Period 1 


Period 11 


Period III 

Year 

Value at Triennium 

Year 

Value at TViennium 

Year 

Value at Iriennium 


Ending 1971-72 


Ending 1971-72 


Ending 19tl-72 


Prices 


Prices 


Prices 

(1) 

(2) 

(3) 

(4) 

(5) 

(6). 

1955-56 

4847.13 

1966-67 

6378.80 

1977-78 

9075.50 

1956-57 

4130.42 

l%8-69 

7532.40 

1983-84 

12216.70 

1958-59 

5454.17 

1970-71 

7746.90 



1959-60 

5561.74 

1972-73 

8260.30 



1960-61 

5863.17 

1973-74 

8752.20 



1963-64 

4651.20 
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urban population. The Central Statistical 
Organisation also publishes estimates of 
private final consumption of different com¬ 
modities in the country in the National 
Account Statistics. Since the NSS and the 
CSO estimates differ and at times widely in 
respect of some commodities,^ we have 
worked out the estimates of fin^ consump¬ 
tion expenditure of the agricultural sectoi 
assuming that (a) CSO provides more 
reliable estimates of aggregate consumption 
in the country than those derived from the 
NSS data, (b) NSS estimates of per capita 
consumption for rural population can be 
taken as a proxy for estimates of per capita 
consumption in the agricultural sector also. 
The estimates of consumption expenditure 
were first worked out at current prices and 
then by deflating these by the indices of 
prices paid by the agricultural sector for 
commodities purchased for final consump¬ 
tion, estimates at constant prices were 
worked out and these are presented in 
table 6. It would be seen that during the 
period 1955-56 to 1963-64 the total con¬ 
sumption expenditure on non-agricultural 
goods by the agricultural sector has fluc¬ 
tuated between Rs 4,130 crore and Rs 5,863 
crorc. Even if one ignores the year 1963-64 
and lakes the period 1955-56 to 1960-61 only, 
the consumption has increased by about 
Rs 200 crore per annum only. Thus during 
the first period the demand by the agri¬ 
cultural sector for commodities/services 
from the non-agricultural sector did not 
show any appreciable increase despite the 
population in the agricultural sector rising. 

Between 1963-64 and 1968-69 the con¬ 
sumption of non-agricultural commodities 
by the agricultural sector at constant prices 
increased at an average of Rs 576 crore per 
annum and between 1968-69 and 1973-74 at 
an average of about Rs 244 crore per annum. 
As regards period third, viz, 1975-76 to 
1983-84 the NSS estimates are available only 
for two yems, viz, 1977-78 and 1983-84. 
Based on th^ the rise in the consumption 
expendituR on non-agricultural goods by the 
agricultural sector at constant prices works 
out at Rs ^23 crore per annum. 


Another important purpose for which the 
agricultural sector buys commodities/ 
services from the non-agricultural sector is 
for intermediate use, i inputs to be used 
in production. From the data available from 
the National Account Statistics we have 
estimated total expenditure on items pur¬ 
chased by the agricultural sector from the 
non-agricultural sector for intermediate’’ 
use and are presented in table 7. 

It would be seen from the table 7 that dur¬ 
ing the first period, viz. 1953-54 to 1963-64, 
annual incremental expenditure on the pur¬ 
chases made by the agricultural sector at 
constant prices was only Rs 12.2 ciOre. On 
the other hand during the second period, viz, 
1964-65 to 1974-75, the annual incremental 
expenditure on purchases made by the agri¬ 
cultural sector for intermediate use was as 
much as Rs 71.9 crore. Again during the 
third period, viz, 1975-76 to 1983-84, not¬ 
withstanding the fact that the terms of trade 
have remained against the agricultural sector 
during this period, the annual incremental 
expenditure on the purchase of intennediate 
inputs was as high as Rs 101 crore. 

As regards purchases made fm capital for¬ 
mation purposes there are serious data gaps 
and, therefore, it is very difficult to generate 
precise estimates. However, the estimates of 
gross capital formation in the agricultural 
sector inclusive of investments made by the 
government are available. In section III we 
have discussed these and have underlined that 
during the first period the growth has been 
tardy whereas in the second and third periods 
the gross capital formation in the agricultural 
sector has shown perceptible increases. 

V 

Conclusion 

The foregoing analysis leads to the con¬ 
clusion that movement of net barter terms 
of tiade can have significant impact on the 
pace of investment in the agricultural sector 
as well as on the rate of growth of agricul¬ 
tural output. The built-up of production 
potential gets adversely affected as a conse¬ 
quence of terms of trade turning against the 
agricultural sector when it is not possible to 


Tabif. 7: Estimates of Vai ue of Totai Purchases Made by Agricultural Sector for 

Intermediate Use 

(Rs in crore at 1960-61 prices) 



Period I 

Period 11 

Period 111 

Year 

Amount 

Year 

Amount 

\bar 

Amount 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1933-54 

95.15 

1964-65 

247.63 

1975-76 

876.51 

19S4-5S 

93.39 

I%5-66 

308.17 

1976-77 

1002.53 

1955-56 

100.33 

1966-67 

422.68 

1977-78 

1091.74 

1936-57 

108.46 

1967-68 

584.46 

1978-79 

1202.18 

1957-58 

123.22 

1968-69 

656.24 

1979-80 

1331.16 

1958-59 

131.46 

1969-70 

656.61 

1980-81 

1371.62 

1959-60 

152.75 

1970-71 

672.19 

1981-82 

1467.52 

1960-61 

155.85 

1971-72 

790.48 

1^2-83 

1458.96 

1961-62 

179.03 

1972-73 

863.75 

1983-84 

1573.53 

1962-63 

202.48 

1973-74 

895.88 



1963-64 

217.90 

1974-75 

966.71 




shift the production function upwards due to 
non-availability of new technology. Die 
changes in terms of trade can also have per¬ 
ceptible impact on the demand of non- 
agricultural commodities by the agricultural 
sector. However, the impact of terms of trade 
turning adverse to the agricultural sector, on 
the growth of investment in agriculture and 
on its output can be neutralised through 
technological developments that not only 
make possible raising the productivity at a 
very fast rate but also with elasticity of input 
use with respect to output being less than 
or equal to one. 


Notes 

(This is a revised version of a paper presented 

at the Eighth World Economic Congress of 

International Economic As.sociaiioti (December 

1-5, 1986). Views expressed aie the personal 

views of the author.] 

1 The ‘scissors problem’ has been typically 
discussed in the context of a sociahst society 
striving for capital accumulation in the early 
phase of economic development. I'he term 
price scissors was used extensively in the 
Soviet industrialisation debate, ^h and 
Sliglitz (1984). 

2 Farm prices while determining the income 
of farmers simultaneously affect the cost of 
living of those engaged in other sectors and 
since the rate of saving is influenced by the 
pattein of income distribution (marginal 
propensity to save is generally assumed to 
be allowed in the farm sector), the debate 
continues. 

3 For example whereas Mitra (1977) has con¬ 
cluded that farm prices were pushed 
disproportionately upward in India, 
Oandekar (1968). Hopper (1976), Joht 
(1974) and Tyagi (1979) have concluded that 
agricultural product prices have lagged 
behind the rise in prices of non-agricultural 
goods. 

4 For example, l.ipton (1977). 

5 Oantwala (1967, 1976) has asserted that 
incentives including those emanating from 
higher product prices were available to the 
Indian agricultural sector. 

6 See Kahlon and lyagi (1980). 

7- Kindleberger (1956). 

8 For example, Thamarajakshi (1969), FAD 
(1986). 

9 Kahlon and Tyagi (1980). 

10 In 1939 prices of agricultural commodities 
rules at levels much lower than those during 
the decade 1920-29. For detailed discussion 
see Tyagi (1979). 

11 Nerlove’s reformation of Cagon’s adaptive 
price expectation model has almost become 
a sundard tool for estimation of supply 
functions. See Nerlove (1958), Tyagi (IW), 

12 Raj Krishna (1984) based on the regression 
analysis taking terms of trade, time trend, 
weather index and irrigation ratio as expla¬ 
natory variables for agricultural output 
arriv^ at an aggregate price elasticity of 
about 0.2 for Punjab. 

13 For example, farmer cannot reduce the 
number of pairs of bullocks he owns as it 
would become difficult for him to purchase 
them back when he may need them. He 
normally would try to spread the main¬ 
tenance cost of bullocks to as large areas 
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at be can. 

14 Such a lituatkm normally arw when a new 
technology ttill Is in the adoption suge and 
farmers have not started using recommen¬ 
ded dotes of Inputs. 

15 The commodities sold for final consump¬ 
tion to non-agricultural sector are wheat, 
sorghum, pearl millet, maize, ragi, rice, 
pulses and pulse product, milk and milk 
products, fruits and vegetables and gur 
Oaggery). 

16 The commodities sold by the agricultural 
sector for intermediate consumption are 
groundnut, lapeseed/mustard, linseed, 
sesamum, castor seed, jute, cotton, sugar¬ 
cane, tobacco and rubber. 

17 Agri^tural sector purchases from the non- 
agricultuial sector chemical fertilisers, elec¬ 
tricity, pesticides, and insecticides, diesel oil, 
oilcakes, salt and medicines for animals and 
commodities and services for current repairs 
of the equipment, for intermediate use. 

18 The commodities included in this group are 
cycles, paper and paper products, tanned, 
cured and finished leather, tobacco (manu¬ 
factured), textiles, drugs and medicines, 
cosmetics, soap and detergent, metal 
products, utensils, edible oils, sugar, salt, 
kerosene oil, matches, electricity, coal, 
services. 

19 The commodities included in this group are 
cement, lime, transport equipment, machi¬ 
nery and machine tools, iron, steel and ferro 
alloys, logs, timber and bamboos, agri¬ 
cultural implements, bricks. 

20 Oharm Narain (1977) has estimated that in 
the overall productivity growth of 1.38 per 
cent per annum the pure yield effect was 
no more than 0.34 per cent per annum 
during the period 1930-31 to 1960-61. 

21 RTW for the economy as a whole is 
estimated to have increa^ from Rs 21,486 
crore in 1930-31 to Rs 38,990 crore in 1961. 
Roy Choudhry (1977). 

22 Estimates of gross domestic capital forma¬ 
tion in the agricultural sector published by 
the CSO in addition to investments made 
by the farmers include expenditure by the 
government on improvement of land and 
irrigation works and flood control, etc 

23 The gross capital formation at 1970-71 
prices in all the sectors taken together is 
estimated to have increased from the 
average of Rs 2,604 crore during the trien- 
nium ending 1933-36 to the average of 
Rs 4,676 crore during the triennium ending 
1963-64. 

24 The estimates of number of tube-wells 
energised and of installation of diesel 
pumpsets, etc are compiled by the ministry 
of agriculture 

23 During this period both tenants as well as 
landlords were keen to sow as large a area 
under crops as possible due to the fear of 
ownership of land coming under dispute if 
the land remained fallow, 

26 For a detailed discussion of the impact of 
population pressure on agricultural growth 
see Boserup (1963). 

27 The net area sown in the country increased 
during the first few year of planning mainly 
due to land reclamation by Central and 
State IVactor Organisations and for the 
assistance given to farmers under different 
schemes for bringing new area under 
cultivation (Ministry of Agriculture and 
Irrigation, 1976). 

28 In the case of principal non-food crops high 


ECONOMIC AND POLITICAL WEEKLY 


yielding varieties become available only In 
the case of long staple cottons. 

29 For example in the case of sugarcane in 
Uttar Prade^ whereas in fifties the per 
hectare application of fertilisers in a very 
progressive district was estimated to be as 
low as 10 kgs by the late sixties it increased 
to over 100 kgs (Directorate of Economics 
and Statistics, 1962 and 1973). 

30 Between the triennia ending 1963-64 and 
1973-76 the gross cropped area increased 
from 136.64 million hectares to 168.42 
million hectares but the net cropped area 
increased only from 136.07 to 140.79 nuUion 
hectares. 

31 For example, on the basis of their analysis 
A S Kahlon and D S TVagi (1983) concluded, 
“The impact of new technology on cost of 
production at constant price become more 
clear from the data av^ble for Madhya 
Pradesh where yield per hectare showed an 
increase of 30 per cent during the period 
under consideration. Thus the technology 
had helped in bringing the operational cost 
down”. The CACP also in its report on price 
policy for wheat for 1982-83 season obser¬ 
ved “if the triennia averages are taken for 
the period ending 1972-73 to 1980-81, the 
operation cost per quintal of wheat produc¬ 
tion at 1971-72 constant prices shows a 
decline of 7.7 per cent” (CACP, 1983). 

32 The cost of cultivation/production of prin¬ 
cipal crops in different states are Mng 
estimated for each year since 1971-72 on the 
basis of the data being collected under the 
comprehensive scheme. 

33 According to Ahluwalia (1983) the slow 
growth of agriculture did imply dow expan¬ 
sion of an important component of demand 
for consumer goods. Rangarajan (1982) 
estimated equation for rural non-f^ 
expenditure and found that the effect of 
both agricultural output and terms of trade 
was positive. 

34 See for detailed discussion TVagi (1982) and 
Mukherjee and Chatterjee (1972). 

33 The commodities purchased for inter¬ 
mediate use are the same as given under 
note (17) above. 
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PERSPECTIVES 


Ecology and Consciousness 

D Raghunandan 


ECOLOCICAL and environmental con¬ 
cerns today occupy, for aood reason, signi¬ 
ficant spaM in discourses on science and 
technology policy, industrial policy and 
planning, indeed on the developmental pro¬ 
cess as a. whole. It is now vridely accepted 
that while technical soiutiona to specific pro¬ 
blems m^ either be available or potentially 
actualisable through research, the problems 
themselves have a systemic character neces¬ 
sitating, for long-term solution, systemic 
transformations locally as well as globally. 
U follows that these radical, qualitative 
changes are required both in tlie relationship 
to nature and its products—i e, in produc¬ 
tion and production rdations—and in values 
and attitudes regarding nature—i e, in 
ideology. 

While one cannot speak of a consensus, 
even in broad terms, regarding the ruture of 
these transformations, or modalities of 
achieving them, some key elements of an 
integrated approach appear to be crystal¬ 
lising at least among a section of en¬ 
vironmentalists and the concerned public 
Industrialisation as a prime causative factor; 
erosion or loss of traditional values pertain¬ 
ing to nature; the need for an alternative 
world view, including an alternative science, 
with ecology at its core are among the 
important, convergent concepts. 

This paper seeks to discuss some of the 
major issues involved in a holistic approach 
to ecological problems. 

EcouxiiCAL Disequilibrium in History 

Ecological imbalances have, in the 
modern era, assumed such dangerous pro¬ 
portions as to threaten the very surviv^ of 
vast sections of people, numerous natural 
species and even of planetary life itself. 
Ecological equilibrium is a concept applic¬ 
able in fact, only to those societies charac¬ 
terise by essentially subsistence levels qf 
existence i e in societies genetically termed 
“primitive” and based mainly on hunting 
aqd gathering. The equilibrium between the 
human being and nature in such societies is 
of the same order as that between other 
elements of biological life and is dynamic 
tather than static This dynamic equilibrium 
it the context within which the human 
tpedcs fought for survival and eventual 
mperiority by conscioutiy acting on nature 
into producu for consumption for further 
usq ^ domestication of animals, the begin¬ 
nings of cultivation are all transformations 
of nature as it previously was. However, 
given the IdcauMd, subsistence dwracter of 
such actions upon natuiq they Just barely 
altct the pievnlent equilibrium.. 

The wnunencemcnt ^settled agriculture 
and m geneiration of stirplutes in increas¬ 
ingly <emi^ agrarian softies necessarily 


result in upsetting the prevalent balance The 
creation of surpluses, and the rise of classes 
which appropriate them, not only required 
the clearing of vast areas of forested land 
and a break from essentially subsistence 
utilisation of produce; but alto conflicts 
between such societies and those based on 
hunting and gathering, a conflict at once 
both cultural and over natural resources. 

In India, ancient history is replete with 
evidence of the clearing of vast tracts of 
forest lands for agricultutal purposes. Vedic 
and puranic literature reveal systematic fel¬ 
ling and clearing of foresu by the rapidly 
advancing agrarian societies with both sodal 
and ecological effects. “Climatically, the 
(Indo-Oangetic) region was far wetter than 
it is today, and forests coveted what are now 
vast -plains and deserts.”' Agricultutal ac¬ 
tivity was not for subsistence alone, being 
subject to taxes by the king and the nascent 
state; jungles themselves were crown pro¬ 
perty, not that of the forest-dweUers and the 
king alone could sanction their clearing. 
These forest areas were used to generate a 
variety of products not necessarily related 
to the survival of its inhabitants. Timber for 
buildings, chariots, ploughs, etc, was 
regularly extracted for sde by, and profit for, 
the crown. The Arthasastra details the 
various strategies involved including the 
deportation or importation of large masses 
of ‘sudias’ to maintain the production levels 
required by the state.^ The clearing of 
forests was tp central to the process of 
expansion of agrarian society and consolidd- 
tion of state structures that went with it, that 
a Pallava king of the ninth century who 
presided over the rapid spread of agrarian 
settlements in the Tamil country, bore the 
honorific “Kaduvetti" or “one who clears 
forests”.’ 

Clearly, we are here dealing with more 
than the fact that society and nature 
achieved a new order of equilibrium, a new 
dynamic balance in both quantitative and 
qualitative terms. The very character of the 
transformation of nature into products, no 
longer for simple susbsistence and reproduc¬ 
tion but for a variety of. non-local uses and 
generation of surpluses, is seen to be now 
different benefits from products of nature 
were now appropriated by classes which did 
not depend on them for survival. Further, 
a large number of communities, by now con¬ 
sidered untouchables, were gradually edged 
away to the frontiers of areas controlled by 
agrarian societies and their ruling classes, 
where they continued to live by hunting and 
gathering.'' The marginalisation of these 
peoples, felt so sharply today, has indeed a 
hoary past. 

Production and distribution of products 
is henceforth unequal, and controlled by 
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dominant classes. The transition from the 
earlier natural economies also radically 
changes the pattern of utilisation of these 
products and “this takes place in such a way 
that the inequality of distribution mnong the 
individuals and therefore, the opposition 
between rich and poor becomes more and 
more pronounced”.* Further, the state, 
from this stage onwards acquires “just as 
much the function of maintaining 1^ force 
the conditions of existence and domination 
of the ruling against the subject class".* 

Thus, the evolving relationship between 
society and nature which resulted in both 
environmental and social disequilibrium is 
not an intrinsic property of modernity or 
capitalism alone, but of class society in 
general. While capitalism, its property rela¬ 
tions, its relations of production and 
distribution, bring these disequflibria to their 
apotheosis, history shows that pre-capitalist 
or pre-industrial social formations did not, 
and certainly not 1^ definition, represent an 
undisturbed equilibrium either between 
society and nature or within society itself. 

Marx and Engels clearly recognised the 
nexus between class, especially capitalist, 
society and mounting ecological disequili¬ 
brium, “The people who, in Mesopotamia, 
Greece, Asia Minor and elsewhere; destroyed 
the forests to obtain cultivable land, never 
dreamed that by removing along vfith.the 
forests the collecting centres and reservoirs 
of moisture they were laying the basis for 
the forlorn state of those countries,”^ 
Under capitalism, of course, the environ¬ 
mental damage assumes increasingly serious 
proportions and a further qualitative shift, 
a new order of disequilibrium. 

“All progress in agriculture is a progress 
in the art, not only of robbing the labourer, 
but of robbing the soil: all progress in 
increasing the fertility of the soil for a given 
time, is a progress towards ruining the lasting 
sources of that fertility. The more a country 
starts its development on the foundation of 
modern industry... therefore, develops 
technology, and the combining together of 
various processes into a social whole, only 
by snapping the original sources of all 
wealth... the soil and the labourer.”* 

“Dual CHARAcrtR" OF Capitalism 

This “dual character” of capitalism and 
of the class societies which preceded it, of 
exploitation and exhaustion of both nature 
and the people who work on it, is crucial 
to understanding the relationship between 
ecology and society. For it is all too often 
posited that it is only modern, industrial 
society which harbours, in some unique 
manner, values or norms that militate 
against nature and cause environmental 
damage. Such formulations, as we shall see 
in the following sections, has serious 
impiicatioiu for understanding peoples’ 
responses to environmental issues and for 
the evolution of strategies for mobilisation. 
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To wy, for iii^nce, that ‘'modcrrasa- 
lion,.. IS. steadily transforming nature,.. 
(and) th« driving force.for this transforma¬ 
tion itrisies out of the modification of 
nature?’? is a partial’ view, indeed, in such 
discourses,,the .‘’coiiunodirication of nature” 
is'equated,-in a general sort of way. with the 
pressure of resources and the environment 
“generaied by mudernisation, industrialisa¬ 
tion and the penetration of the cash 
economy".'“. That products of nature have 
had a market, have been sold or tiaded 
besides being used, have had exchange value 
and not merely use value, much before the 
modern, industrial era. i e, before capitalism 
is sirhpiy not acknowledged. An impression 
is creat^, not borne out by history, that all 
production was essential for 
prior to industrialisation: "Agriculture no 
more rcinaiticd a culture, a way of life, but 
became a commercial proposition due to 
techniques of centralised industiial produc¬ 
tion”." Societal generalisation arc then apt 
to be .sweeping as to go completely off the 
track. “Fhe basic mistake humankind has 
been committing has been to' perceive nature 
as,natural resources. 

But “ail hitherto existing modes of pio- 
du'cttoii have aimed at merely achieving the 
most directly and immediately useful effect 
cf labour.,. The original ownership of land 
coi;esp6ndcd'id'a level of development of ' 
human beings in which their horiion w^s 
restricted in genet at to what lay immediately 
available .. All higher fotms of production, 
however, led to the division of the popula¬ 
tion into difj'crcnt classes and thereby, to the 
antagonism' of ruling and oppressed classes. 
Thiis the interests of the ruling class became 
the driving factor of pmduetion, since pro¬ 
duction .was no longer mstiicicd to providing 
the barest means of subsidence for the ' 
obbfvsscd people.”'’ , 

','rte'm.Qior force of all societies since their 
pt^iprtive dr natuial stages has,- therefor^, 
Iwii the .inequalities among its .member's. In 
Lev(-SVi^ss’ fapious analogy, this is soipe- 
thih^ like'the steam,etiginc operating on ilte 
basis'of'temperature differentials.''* 
"jhe’great problem.'.. has.therefore, been 
td'mainiain'diiTeicnttals. V\e have seen these 
ensured by rheani'of slavery, the serfdom, 
and ‘lastly - with the qreation of a pro¬ 
letariat.'* In each stage, the motive being 
iHt gieat^f ^rodMctioti for the dOinihant 
classes'and siib.ststerice 6f jhe dotninated 
suffli'tenl to en.surc rhese surpluses', litifle 
liifeitWas paid fothe cdrise'quenecsof iHther 
the'ilTitiirar! pt’s'oeigt fcffects'pf fhe genifo- 
libh' of .'these sbfplUscs.' ■‘V\s''ionjJ as tlie 
individual miih’iifai.'tui^r'of merChanfiens' 
a 'iWap’ufaciurcd' or purchased commodliy' 
with the Usliitl coytled profit, fie IS satisfifcd ' 
add'ddey not coftceT'n, himself with 'v*hair“ 
bedb^ a'fibrwards df the doWtfibdlfygitd 
iirpUfttiast^s. Thc'sa'me thtff^ipplifcs id the 
nat^l effebt s 'of 'tlie Same actibils. Wliiit' 
cartfd 'ttei Spanish' pfantefs in Cuba, ^sho. 
biTtHed'dtnifH;'forests o'n'the ddpes bfili'e 
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mountains and obtained from tbe ashes suf¬ 
ficient fertilisers for kdie gbiieatiomof v<Ary ' 
highly profitable coffee trees... what cared 
they that the heavy tropical rainfall after-*. .< 
wards washed away the unprotected upper 
stratum of the soiUeaving MKnd only bare” 
rode.”** ■ , ' ' .! 

iNot that cofisunterism and wasteful life-' 
styles are irrelevant or unimportaht'factots;' 
but it is quite another mdttCrto argue that' 
they are the driving factors or that “the fnain . 
cause of'environmental destruction in the 
world is the oeinahd for hbtural resoufees 
generated by the consumption of the rich 
(whether'they are rich nations or rich indi¬ 
viduals and groups within nations)’’.” The, 
problematic cannot be located in values of 
attitud^ regarded Us discrete phenomena to 
be undmtood, and aetdd upon, indepen¬ 
dently. Rather, it is to b'e located in The 
specific raoide'df production and production 
relations. The consumption of the rich iS a 
manifestation of the fact' that' "modern 
capitalist production..,. has brought about 
antitheses in distribution!’'^ 

In sum, ecological problems cannot be 
understood with sectional perspectives, 
however valid, in a partial sense, some of 
these ihay seem. What iS! required is a Holistic 
understahdhtg and holistic solution addres¬ 
sing fundamentally socidi processes at 'the 
gfoballevet. Ciivjrqnmenta] degradaiioii in 
our .era cannot also be help dr reversed by 
attacks bn value.*! of',^ ha'fiyng ib some 
fabled golden era, but only by radical' 
transformation of the mode Of production 
which causes' it. Thits the subject of 
discourse bn ecojogy iiiust, aS with other 
social pfoblems, be the structure of the 
global system, continuous- struggle by the 
oppressed classes to overthrow and the 
relationship of these .struggles to tho.se over 
natural resources in specific locales. fTenhing 
the subject otherwise or liking for solu¬ 
tions other than the holistic ones located 
within the social formation' as a whoje 
is historical idealism serving only to streng¬ 
then permanent idebiogtes of the world 
capitalistic system. , , , 

EVOtOTlON OF ECOLOGICAI • 

• GONSCIOUSNESi • ■ 

JiK) as'the impact, bf production bn 
nature is a.profoundly so.CiaI phenomenon,.! 
cognition of.this impact of what may be 
termed “ecological consciousness” iH klsp! 
iqtrinsically social. It is. now well recoghired' 
that ti^b many popular st^gglcs by. hili.bnd' 
forest pebplifs; by' fi.shcrfolk, etc, are $iniu|- 
taneously. siriiggles for survival in the foM' 
of iii|pfo|}rration or ^estruthioH of hatiifal 
resources oii which the iiveS of thesie pebpte 
depend add concrete expreSi^lqns bf .U 
spectiw regarding the naiUriU envjrbnMetit.' 
Far fopr^'clarity, hmyeylm iS n^dui^ bi( fitiW 
ecolb'gic^ fssiies are tan'Uatiy mil cbgditivel.y ’ 
both in themselves and in relation 
; cdii^buWbSs’hi''.general.' , 

'i^tivifbhmental degiitdkdbn poses d fidst ' 


problmns, both ihoKt- antUqng-term and 
»f Ihcll # Important 

to recognise at the very outset that these pro- 
- Nemg are perceived variously by different 
sections of the people. Deforestation, fbr in¬ 
stance, had'lmd'«ieVetkrihpi!dtbir^iib%k^' 
of piopleif Ilvihgfh hill4Hd'folffat«M MW* 
aTbftgttddhioh of Idas mi^ehlibif^df 
produce for fbddi#, fold, hdhshig,'Mftk9$IS'' 
etc,' bortrTp^^rblttstenoe.iHid'^ 
trade Outside these' imidcdSlte-^ meas;'/ 
deforesiatlbh has- resulted lb 'S<^ 'brdsidtf!' 
oversihiitg' of rivets- and streets, 'tdfematd* 
cycles bf floods anddiot^htsi'BH'iin’ebfotigi 
the lives of ever wider sections of’peoifAi'imd' 
the developmental process ds a WheM Hbt 
it is dear that responses of vhtious'seiCtlMS' 
to deforestation-Have differed. ThOse Midi-’ 
tiohaily living ih bill'lutd fdrest Abashitve' 
perceiwKl, and reacted 'sharply s^aihta 1r$' 
effects oh'their livelihood and Kving'-cem* 
ditions; on the other hand, forntbrs’in 
downstream plain areas have only 1 hazy 
appredation of the issue even w^ile feeHhg 
its impact in different ways. ■ ■ ' ' 

In hill and forest areas, especiatiy w^n' 
inhabited by trib^peoples .with Ipw levels 
of agHculturgl prbdudiort, iHe d^pen^|in«i; 
of commu'nitie'sph their. litimi^ikteiV 


centuries. "These' cbirtmUniti'cs! wUb'mbsflir 
subsistence liwets' of pK)!iuctibh!‘’krk'.the 
cloisest lo ‘na'ftlfar spdetlB'lH tM'Intiii|if 
social formation. Even in [Such' kodefiCk,'’ 
however, the question, hiay’be raised' ak^fo 
whether there is not; at .aCOgnitfiielcfCl, a_ 
disjiihction between perceptions iegardthg. 
decreasing availabilify'bf na'iufhT rk'sbiircek' 
and comprehension of ^logicial dantage-* 
A recent and fortunately wellndocument^ 
issue might provide better [appf^iatfon of 
this question. TVaditionaf attisahdl flkhttf" 
people in coastal iCeriila'hdtp b^'d fisf^iigj 
a relentless baftic .for '^er b.deck'de'tmkidn^ 
m'echantse'd Tishiiifc vessels, sd<ih'g4[.lrb^<^' 
and purSc-seihers. Foil fy 

'.n'.-.'i.jcJj'j.i.i.'Sj' 


thes'f rival dndpbweffot f^hftig'tpeth^'^'ft! 


prbb'lem’of' ec'bidgical’ „ ^ 

ihSI1ofo'mb^anim.fit%inj^^^T| 

destrwdbn'of.flsh-^lPKIlimUl^ 

skabed.featjlnkte's^ie'iTOpiW^^^ 

•*-? 

Hi 

fisheffoilk. 

leaders ebne^C Aklit'U pbly'f' 
thd’Rs!hgI^diittj%v^ cbM'fo, 



their.liv«^hbd4'.lh^W^ 









gW:5W«?4.to^»?Wt¥i>yj«»R^Ht.,tJ)P yarlfcly; 
qf,{isl)<a^.abtif; at (jiGE^r^m. loeatipms, etc.^ 
TWr. iwWng :feF instaaca. hava 
dtf48«;i|,.ro»J»,*fec.S;io;iwj>(jlliffeneitf.,catal»i 
>yfiere»s (ha.mei^iMd'VauiiGi us? aisia«k. 
n«l„ijibictoi<r»iis,^^sh^i«dWCfio^j^nateiy io:., 

- eggs, -The, 

attisanat^isiiuig.mefhoc^ af«, therefore, no^ 
4UDe.di#^«nviroii8imbu.t also 
«»#Mr(j-,..mjwn4P>; damage, la-the marine 
stpeii,, At it must be notwl that 

atjisanaj fishing m,)^ta has never been a 
PWlISOfbsiMefleoaetiviiy for self consuimvi 
tiQi}> ;T,jie ifisherfnlit.Mye heriKiMarily wold 
titeir fish to inlatid areas and also (l^agh 
lpgariwi.v.otl!er,p,aiu of.ihe country 
attd abrQad.’iln fact) the artisanal:ContribU' 
tk>ft to. jrtdia’s .inaTine eaoort has been as 
1 m^, as.75'pef' cent till quit? recently.” 
vPgfmite thisilong history of intimate pro¬ 
duction nelat ions with marineenvironmem, 
it ;ia interesting to'note that .the ecological 
consequences of mechanised .Qshing. weie 
no(:intmiediately perceived thefisherfolk 
esten tvlnle .there w^s growing awareness of 
theshiroader systemic fprees promoting the 
rival( and powerful, mechanised,fishing and 
an,VicregWMS politkisatipjipf ihpir.si ruiggles. 
lt,jmight.jOf.cQur>n„ be argued thgt thisqasq 
is.notitypic^ op thcgrqunds.that t|ie marine- 
en|i(irptiinctb' was q<>t> till recently, aquanti-, 
tatiVjfly hpuadcd-.resoutcf'tpseeve or,.cvci(t. 

tliatif.hfjnon-spbsistencf .ettatacterpf ari.ii 
saiial fishing makes it quite.diffe/eiit frot^i 
th?natural.,sewietjes \se .di>c^.s$e(i,earlier, 
rjiewf^iess, tfjc cftscot'tlie f(shsffo)k shows 
that., an, cfioiogijcal conWPiUsnfss .U npi,- 
ttysp-bv.W9?nm?t‘t?b. 
wttojbfjj^peqdeni nn th^.maintgnancp.bi'. 
eGQ) 9 g,y,-'tl ,ba|anc?,‘,in their ,ci\\h:iprunent,.. ‘ 
.^?iflf;i..this.line,oi r^Jaspiiihg, il.,.conld, 
al^„bjt,.argycd .tivit ^cy<;n,,i.i;,,an,-^,iat{^i<;|t, 
^.p,jpj!iicjtl,fjynscipusne^ is either <j.elayed,pr, 
in'jljcsci.strii^glps. t%,, 
i^ygrjM^s'^ ^pitftinise. j,u?h ,cpnscionstte.ss, 

id.gMfetfpUncJ. 
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vironiWBtaf pirotection,per',$e is otdeast con¬ 
cern to most of these groups, incl)iding the 
wti;' kflpwri‘‘'chipko Iqbveine'nt..'.' Their 
maiij concbrnitabou| t.lK bfthe'envirpn- 
rticnt; I^W^ould thfeetiiyiVorim^^ be used 
aild,who should a;s« hhd benefit from it.*'*'” 
A^i^lah dOmiiiunflifS for tmif parti .have 
been .s^h id Wave little'ki^preCfatiph or'con¬ 
cent fOr-ccpIpi^cal isshes.' Fheie have been 
no moVtinents in iW'plains protesting 
deforestaiion.in' the hHis or cdnstruciion of. 
large .'dams which iiuiy radfdally y’ter 
cnvHrunth'ciiial cohditidfiS dowtisfrcath..Con¬ 
sidered idgcthcf Wirh the dikussion tlib.s far. 
this Sii^^ests that the 'view positing bn in- 
builtecolotpcal conkrotishesif in “tradiiiotial 
societies—which, as we spw earlier, arc oftch' 
equated ahiston'cally with natural speietjes- 
is more wishful 'thinking than facii At best, 
one' rriay 'perhpp^ speak, at an .empjrjcal 
level, of an’ecoipgical awarehes.s limited'to 
the.dmmediatc environmeni of, the ppm , 
niuhity and governed % the relations with 
natural tcsourceSwi'thW it.''Sti(ih'ah' uhdef. 
standing of ecological consciousness in 
‘traditional’ sbeiefies is clj^rly hi' variance , 
with lho.sc which see a Coghiti'Ve casual 
relationship between, s'ii'iif '''a 'iradilioh'"' 
iibbU,^' dottkioU.shcSs'dhdlidMrl^ Str’iregies ' 
on 'envlitinmeiiiitl is'mes’:* ;‘tht:‘'ceSfdg[^al^. 
sensitivff5i''of thc'hlraCpeo^'lfi ftiiHb ha's .' 
alvvays flcen a'te'ntrkl.eltrhihjf iK'thSf’cuifitfc' 
an'd"cd'rtsdt)u'sifc!>’s '^hrs' ^'tfsHea'd ■Ip’peciples" 
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.■i|iy p%|)djitic ... 
;et|'thi(t'w?h^'/hic/;t,'co/lfe.v/J t'l^i.- 
I tonal' or,'’ pre'-Cajillatisr sotic.tic'^ 
developed horttisan’d ^iVaCttees ¥n ViatmOny'' 
with the immediately Wallafii^'resbure^ and"’ 
th? mannered their Htiht^tipq, ifpcessitry.ftJi 
susj^nijig the society.- It ia-wcU knuwriialsp;.- 
thai’in i|hs mieru coqtcxt.thege cfNirmupiiies.-i 
csefcisc a.higii dygree of spciaf-cpnir-ol-over.. 
thesere,HiurjCcs.in cpnitasf-,toihe.-siwa.*WP,i 
unefer, vapii.alistn,, wb,cq,;,tjhis isymblofiV'i- 
reiqiioiiship, .^tween the prodtscenl'r) apdithe-,-. 
nie^s qf .prodpetioii.-t^i. ioerik.-i»!!}W)der.'.,1t^i^ 
as,sj'c.l>avB senq<,broader.eeolpsKsri vctgai-,. 
tio.n.do?!i,!npt aunsRHtricalilyitfollPwtiandtisn, 
ce.rfainlj,4?oi..imRlic4.jPSPflj,igMjt m-wijo,, 
respscf; df,,ilic. J^gsr mpero pswoicttjtoiitije,,! 
inqgf.iqhjn .(sphietjcis. ,?^rBq4y.,4tf%Wt>Plftd,v 
inot;L\se?,AlWi‘‘,<fC.ql9gi»<M.seB#yity^ 

bq trpgWhWPdt^P^r' .ffomih.bing jedusdd^h'' 
scopfi.. .Cflgfu«:ve|y,,(thfg<,riii iMengKiiisqdu.- 
ect,?i.o|iqgLg0tftsgsni«W6hi ifr.'BPki-a'fetiroan-j,! 

''»l^!?ftf|h!«qBmhXflf*PP»rby>.-lpeW 
dqtjbesl .siisiif ei?)o)%alj^;rtWfq«nij^fce^:i s' t- • .-.- 
BlfitWrtHSlbihi'iwltiimi'-. 
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practices or with 

^(?5W».pris. 

case. It requires tar cIosn historical and 


sociological examination, however, as 0. 
whether such practices, customs or values 
actually implied a specifically ecological > 
awareness even ithough. such., practices did - 
result'Jn a conservationist.oukome neces.- 
sitated hv the societai requirement to sustain 
itself, The traditioiital preservation of sacred, 
groves and ban on cutting of .treqs in li, • 
should ,b« seen in relation, to the fact that', 
as early as the vedre period, agrarian .coihr < 
munitieS'iived tn ripekadfd villages wtd paid 
ta.ves im lands cuitiyated.by peasant iamUies;. 
or grq^qrs .of famtijes while outside, the 
stockade, ^wastelands .gnd the }ungle were 
common property which perforce hqdto be 
subjected, to common, contjol.** -Oat;*.,, 
again,, it is . the, ridatkm ht^. produriioib 
between, society and the.natural resource.: 
immediately, available tp it which, .mmr.M 
seen (o..guide conservationist valtKS aqd - 
Ptacticeg.. ' .V,/ . li . 

It follows then, that in .themavvo^njtotu 
ecological awarepcs* ” d9Pehd[em.,t>P0il,t|ela' 
nons of production and degree of seicial„C 9 »f 
trol ow production iii,.tliis larger.isp^.^, 
post-primitive societies, in agrarian.jK^itfty .', 
foijnsthuce. such ayviiferiess »oot popj}.^,- 
tor.the.disposs<-'S^doippres.sed.|^f^,y((tio ' 

M.tnitodvhqih-tRltfs^^fyiwdA' 
coj^jiiyely. ,.^i)d who .tjo.foqger, jegerctS)?... 
soqial, lonpql.oyer natHf-»i„rcs.onm^.qpd,. 
their .pniduiits., .'Tlie.iproslcitipd ■.pPf^.ssdO'-l 
classes., on.thc.oth^.he.od,; ej^isjnji.clal^ji” 

conirol,(wcr- Jh? 

ccpjo^cal, dwan^ie^ .<U ,a kmd only, ^ 
a.s u’re/ayup to th^, ii[t^.k^'in.afijn»|jriatmg^ 
.tniipfoteyting ,s,u.rplij^s jgim . 

Ill ibis^‘nw,Th^mforj^ the.qpUoq,that a,., 

view' is an innerent chafact'crl^fics,b,if 'p^-,, 
i ndnjf^ial .society fs a hjjilorilsaf myersiorj.'lt 
IS djg^y.ift .ihdiis.inal s^iqtyj imxjt giccuimtely,. 
und^'t.ihc glpbm 'eapiv^liis.t ^ysfom, that aii. 
eqc^dgica!'. jW,o^tdvj^,,hg^ J&fdrtoaliy.bccft. 
P9,vsipJ[§, Indeed, systptnmiv'.itiibwicilge.df;, 
^‘-'ology.'.ts^f.akfi cpfnmgent ^on,th«. mfi-.: 
mat'cly jj^e'dl^ippiJciU ,of ihe.t>M,; 

notwithstanding,, 
an|jjrogv?{oil,c.glly‘ vycll esta,bli;>hcd^qt. tp^., 
'ptjmittvi!; pf, ,‘fl^turaV. societies o'tt^p |tav/f,;, 
v^,a^d deeped.,empirical .KnowlefjjM 
thcjf btptpgjc^l, envuonpicnt'. Of 

is this gldhal system that has ai^d.^iie||^^!^ 
'hH %«3^c.st. ,ecoloj|jcal,,dAmagj:;.'A^^^lT^ ‘ 

gregiifcs^,cver aliena.tfon,pf.^He.Yf»s|,ii|aiflftiy -> 

so^iycV.ana.rro^m'jlinm^pdgtf,)^ ,.,, .j 

.ft;is:itot'apcidRntai.ittipr.uo»logkal coo'.d 
cems i baise hetnuexprcsaixi by-:ttHs-yiSost':. 
iiigrgiimlised.utjmmuniijefn'te .tiib8l,wd.!Wlv' 
peoples, .by, ariiwng,',hy tbase communiiMs;,: 
wtm-.aroiiqdgyjTdtq ttmwoxJttwtriion ia tbesq 
clo^ nmqfjt^Qrinties of.hiKgoi9Kal>m>ib>''- 
qmty- Thciie«miC(iiaoi^-smui^t;arem«t •< 

pradifgtcd^updniecqlpgiv'glticoniiiknlttene v 
bm(.frj«nt. i!hei«i*d<ipj««st, pauperiMiion.'. 
<h5;SWPPHtgrif(}li«'l«lri vestiges odcpMimt u 
over their means of suiUidape«.iqh«n»t in i 
the drive to integrate them into the world 
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capitalist system. 

It is also not surprising that among the 
first manifestations of concern over global 
ecological degradation arose in the advanced 
capitalist countries and from within ruling- 
class ^tions who are beginning to feel the 
impan of actually and potentially decreas¬ 
ing availability of varions natural resources 
on their ability to sustain thar economic and 
industrial vantage. Ironically, while moun¬ 
ting envitonmenul pAssures from popular 
movements in the west have resulted in a 
slowing down of environmental degradation 
there, the resource-squeeze has led to an 
intensification of ecological damage in third 
world countries upon whom the burden of 
relentless exploiution of natural resources 
has increasingly been thrust. Several recent 
studies have shown that while depletion of 
forest cover in the US antf Europe has de¬ 
clined sharply in thd last decade the very 
reverse is occurring in the third world. 
Similarly, while inshore trawling has been 
banned in most western countries it is 
pursued dif««tly, or encouraged for export 
in the third world. So also is the case with 
pesticides, drugs, asbestos, etc, a4 iitfinitu/n. 

Aforestation is encouraged, with generous 
World Bank support, provided the trees are 
eucalyptus for paper, not fodder or fuel 
yielding ones, monocultures of high yield 
exotics are promoted while concern is expres¬ 
sed at the depletion of native genetic stocks, 
gene banks are maintained, in the US, and 
borrowers are discouraged. The ruling 
classes in the world capitalistic system are 
thus not unaware of the ecological problems 
but their response is geographically select 
and designed to perpetuate their dominance 
over the ^obe. 

There is nothing either new or inconver¬ 
tible about this but it requires insistent 
reiteration that these are the forces confron¬ 
ting the marginalised peoples isiMia and 
elsewhere in the third world engaged in 
survival struggles or ecological movements. 
Responses by those communities, or by those 
sections of scientists and intelligentsia 
shaping thege responses, which do not con¬ 
cretely account foi these realities either in 
their perceptions or in their strategies for 
struggle would doom these movements to 
isolated pockets. 

Ecolo^cal consciousness, therefore, is 
neither a trans-historic given nor the ex¬ 
clusive character of any type of community. 
It is a manifestation of conflict: class peicep- 
tiems gf relationship to natural resources, 
ie, of property and production relations. 
Struggles on environmental issues, occurring 
mainly in those areas where community pro¬ 
perty or control in some form still prevails 
exemplified with the central perceiv^ issue 
is u^ho utilises the products of nature for 
whpse benefit. “It is precisely the alteration 
of nature by inen, not solely nature as such, 
whichHi the most essential and immediate 
basis of human thought,”^ 
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Restoring Ecouooical Balance 

Restoration of ecological balance at both 
local and global levels, thus, requires a 
systemic change in the means of production 
and distribution, a radical transformation 
in social relations based on “co-operation 
of free workers and their possession in 
common of land and the means of produc¬ 
tion produced by labour.”" We have also 
seen that a truly ecological consciousness is 
directly linked to such a transformation in 
produ^on and production relations. Some 
important issues may be iwd in this regard 
with respect to popular struggles on environ¬ 
mental issues and the concomitant ideolo¬ 
gical structures. 

Perceptions in these struggles, as has 
already been noted, are not necessarily 
ecological but are, most often, perceptions 
regarding use of and control over natural 
resources in the immediate environment. 
That “peoples’ protests against such transfer 
of basic resources had so far been local and 
disorganised” is a view held widely but with 
little discussion on the implications of the 
location-specific character of most environ¬ 
mental movements. Not only are wider 
ecological issues rarely posed, the need to 
transform basic production relations has 
been articulated even more rarely. The 
former may at least be read into, or con¬ 
sidered to be implicit in, the localised slogahs 
raised by these movements and some genera¬ 
lised slogans have increasingly been for¬ 
mulated given growing participation by a 
section of the scientific community and fhe 
intelligentsia ^in these movements. On the 
other hand the latter issue is not adequately 
addressed, even by these sections. 

We hjBve already observed that most of 
these movements involve marginalised com¬ 
munities such as tribal and hill peoples, 
traditional artisans, etc In these com¬ 
munities there continues even today a 
measure of social control over natural 
resources. The popular protests here are thus 
struggles against alienation from this 
resource base as well as resistance to funda¬ 
mental alteration in thdr way of life: in a 
sense these struggles are against an apparent¬ 
ly inexorable process of integration into a 
countrywide and global, c^italist system in 
which such enclaves of community owner¬ 
ship have no place. It is, therefore^ not 
surprising that these movements often voice 
sentimenu against industrialisation and the 
development process. Frustrated at their 
inability to overcome the gigantic forces 
working against their interests, many vocal 
sections of these already marginalised com¬ 
munities, therefore^ advocate dropping out 
of the development process ‘altogether, 
express autarkic sentiments and sometimes 
attempt to actualise them. 

Many environmentalists too voice similar 
sentiments as in the already noted formula¬ 
tions laying blame for ccol^ical dearuction 


and marginalisation of peoples oq moder¬ 
nisation, industrialisation, development or 
even science and technology. This trend has 
perhaps resulted only in a reciprocal streng¬ 
thening of isolationist tendencies in this 
section of environmentalists and the popular 
movements in marginalised cominunities. 
Such reinforcement of isolationitt pro¬ 
clivities, apart from weakening the struggle 
for social truisformation may, indeed, also 
pave the way for even greater marginalisa¬ 
tion or eventual extinction of these com¬ 
munities or at best, a clinically isolated 
existence in anthropological reservations. 

Isolationism is also ftirthered by the 
school of environmentalists’ thought which 
holds science itself as the mejor threat to 
ecological development. It has been argued ' 
that “ecology provides the foundations for 
an alternative science which would recognise 
the diverse .ecological processes in nature 
which relate to natural resources... thus 
creating a science for survival”" To be sure, 
science, like other systems of knowledge, 
serves the interests of the dominant class and 
that the overthrow of this class also entails 
the generation of alternative systems of 
thought and ideologies. However, the 
a^ument for an ‘alternative science is yet 
to be made convincingly. The current dis¬ 
course on the subject, at least in India, con¬ 
tains several anomalies not entirely due to 
the fledging status of the search for alter¬ 
native paradigms. 

It is believed, for instance, that science as 
it mists today is incapable of providing a 
basis for fully comprehending the ecology 
and that technological correctives or appro¬ 
priate choices would not provide the holistic 
solutions sought for. Signiflcantly, in such 
discourses, science and technology are often 
considered interchangeable or synonymous 
terms, it is clear, though, that them could 
be several alternative technological options 
based on the same scieiitiftc principles and 
that these options would have different 
applications and social implications. 
Further, the correctness or otherwise^ from 
an ecological point of view, of particular 
technological options can be; and indeed are; 
decided on the basis of principles of scien¬ 
tific knowledge within the existing paradigm. 

Objections to HYV agriculture for 
instance, involving heavy inputs Of chemical 
fertilisers and pesticides leading to burning 
out of the soil, large monocultural areas and 
severe depletion of indigenous genetic 
stocks, have been put forward within the 
scientifle community itself without seeking 
recourse to any altemadve paradigm. On the 
other hand, some cases dted as examples of 
*altemative science* fail to establish thebi- 
bases in new principles: arguments in favmir 
of ‘do-nothing’ farming, for example; are 
ftilly compatible with current sdentific 
knowledge. ‘ 

There is a compulsiveneM in the n^ to 
decry science, and search for sbme alter- 
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native paradigm, which cuinot but lesuh in 
eimftaslon. An artkie on the Bhopal disaster 
hoidinf sdenw an^^^dentisu responsible for 
it would be illustrative.^^ Besides drawing 
attention to the long-term damage caused 
by pesticides and fertilisers, (i e, specific 
technological options which are challenged 
within the scientific community itselO the 
article argues that science embodies anti- 
nature values as amplified by the fact that 
ih Sri Lanka, for instance, greater number 
of people died due to pesticide poisoning 
than from malaria, tetanus, diphtheria, 
polio, etc. The article decried “the rationality 
in production of pesticides to wage unlimited 
war on other species declared as enemies by 
agricultural science*’.” The author is com¬ 
pletely blinded to the paradox in his own 
argument: surely, it was the same science in 
the same war which resulted in the lowering 
^deaths due to typhoid, cholera and other 
disease-carrying natural species! While the 
philosophic^ issues involved in the concept 
of an alternative sdendfic paradigm cannot 
be discussed in this short paper, (he point 
may here be made forcefully that arguments 
against specific ti^phnological choices or 
forms of industriai organisation cannot be 
used simultaneously against science per se. 
Indeed t*‘e growing ecological awareness 
today is itself the result of increased scien¬ 
tific knowledge generated by the scientific 
community. 

This trend among a section of environ¬ 
mentalists of rejecting the scientific enter¬ 
prise or decrying the scientific community 
as a whole poses a serious problem in the 
context of the struggle for ecological and 
implicitly social rationality which we h^e 
seen is inalienable from the struggle to over¬ 
throw the existing social formation. Such a 
stance serves not only to confuse or alienate 
vast members in the scientific community 
but also, and perhaps more seriously, further 
isolate the struggles of people for control 
over their natural resources from the 
broader, integral struggle for social and 
ideological transformation. In fact, the 
success in highlighting ecological perspec¬ 
tives by such popular struggles as those of 
the Kerala fisherpeople and the chipko 
movement owe much to the active interven¬ 
tion of scientists, an interactive model to be 
replicated, rather than restricted by rejection 
of science 

In relationship to the struggles on environ¬ 
mental issues, themselves to be integral with 
struggles for radical social transformation, 
the scientiftc enterprises both helps evolve 
socially rational and appropriate techno¬ 
logies and constitutes part of the ideological 
struggle In the sphere of knowiecbie the task 
is similar to that in the social sciences, 
namely, to strip away the layers of capaciiy 
preventing objective perception of reality. 
This task, therefore, is not the creation of 
a 'new* knowledge, an 'alternative* or any 
other .‘adjectival science*, but the resurrec¬ 
tion of science fi'om its ideological dtroud. 
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'THE attempt by tiie Propley Republic of 
'Chins to organUe a united front', against 
imperfttlism-^S strategy which was per- 
semed with renaarkabic continuity over 
abdul tbree decades-^ is of more than episo¬ 
dic interest. Looking back nos^ Gfteeo years 
after China became a respectahle member 
of the United Nations after a period of in- 
ten^ hostility to the world organisation and 
,.a rnateci loneliness in the community of 
stSate^ahd settled doWn to being a contented 
enough beneficiary of the power mrange- 
ments which had brnn decided upon in 1945 
'^itb her own concurrence^ it is possible to 
appreciate the motivations of the country’s 
foreign policy strategy against U$. imperia¬ 
lism in- the fifties, against US-Soviet 
‘hegemony’ in the sixties and the reformu¬ 
late sharp opposition to the Soviet Union 
. as the mow dangerous HnipcTiaiist pbwer in 
the world system diuing the hte sixties and 
r.the early sevmties. 'This was, it will be noted, 
roughiy the period of the Qreat Proletarian 
Cuhurat Revolution; the policy was not a 
unanimous one as the Lin Biao episode 
demonstrated. I here is deflnitely, as in the 
case of all nation states, here an attempt to 
rationalise fairly narrow and specific na¬ 
tional interests in terms acceptable to other 
states with other interests, it will be po'ssi- 
i ble to insunce such eontradioUdas, jn th^. 

- behaviour and conduct 'of all nation stalest 
^ We are all, in our search for.influence, 

■ if possible, authority, exploring alternative 
' constitumcies ail the time. Sometimes the 
; constituencies change, sbiiietimesfhe circle 
f of sympathetic states or ruling elites within 
i states contracts into an uncotpfortabjy small 
? and (|linost implausible hump. 'The effealve- 
; ness of the ruling leader of a muidr country 
I in a tn'onu^t of historic fransfonhiiltdir 
; could be judged by hhi ability to infer mesh 

' national in^sts, their importance in public . 

: opinion in hi^ own private constitueiicy and , 

I the unavoidable'compulsions of change in 
T the global environment without which tus 
I prescriptions for his own country cpuld , 
, become mtifuliy iiiadeqWte. China under 
‘ Mao Zedong and Zhou Eniat had a fairly 
! coherent bUbude towards the polif^y of 
matshaiUitg the maximum posable support 
i from other countries against wba!t they 

■ perceived at one particUtar mbment t6 be 
greaitest threat to democracy, “progre^i|iYe. 

! fot(^” and socialism. This was reflehed'in ' 
1 a fairty^sKiirp and idcnti^abie fohnih the’" 
! case of China’s policy toWaMs /VMea, its 
t selection of partner states, U$ calculation of 
J the quality and quantity of economic assis- 
) tance and its evaluation of the national 
I liberation struggle in the former European 
.i' colonies as contributing to the furtherance 
t of China’s national interest as weU as expan- 
vifotf oT revolutionary forces infhe worra" 


according ta their rather narrow dg^tion. 
The book under review‘dt«U.with.thia paci¬ 
fic subject in some detail: the analysis is 
lucid and,detached and is boundfo be useful 
in reconthructing a total (wetuie of tlw.basic 
motivations as well as the unayoidable con- 


I V -.1 i: 

I: -I.,:!;; ■ jui 

nMivd baselh Kofth 'weatbrn- driSuybeKm 
the Japanese b^^'. their; scodnd aUMde, 
madeit ptmble fwthc rewiyai hf^ united 
front'gainst Japanese ofieUpying Tptces 
under Knomintaing leatUnhip'darinr-ifhe 
fortiet< Mao Zedong and Zhou Gdii attShe 


strainis wbiefa hdpetl.so sliqpe China’s > men who.wor^ thisoat,ai^,who.^final^ 


foreign policy 'attitudes in the three or four 
phases of the country’s post-reyplutionary 
dcveloppient- . ^ ' ^ . 

. EXPER!ENt:i' BEFORE UBERATiON 
' 'BothjMiin'and Zhou had a rethef com- 


; were.'^nble ■ to turn, the' ; againstirthe 
feudal-bpjjrgeQisjeadmbip.in'the^pigtn- 
t^g.and sacqesshiUy .cpmpl^ the.rnd^* 
..tion.];hroug^oiit tbe^oupi:.fy.. 

T*)*? 

ft(adershaiiljw.ntji9,app^ate.Uj|hw^ 


working and breaking with the KMT txfore 
liberatfoq. On the vr|i<de it was ppaitive; it 
had worked in parts .and during intreiudes. 
It had always been a cdpipromise, gnd there 
was an extended period when the front had 
disintegrated and the communists' saved 
themselves for another.,day by crossing.the 
country on the Long March. It was a total 
Withdraw^ into isolatidh, both physical and 
political, to preserve their identity under the 
specific conditions in Which the Chinese 
Communist Party functioned in the twen¬ 
ties wd thirties at a time when there was a 
shared awareinMs among the national bour- 
- w^xie and tho ^jaH communist group thgt 
the'real'obsiacleYb China's progress as a re- 
. iuvf^ated,jrociety was external imperialistn 
as seeti in' the total economic and cultural 
. control exercised through unequal treaties. 
' This Ws the earlier phase Uattx, fm the nekt 
flfteeii years, it became more palpable and 


such a 'fito'irt,'’lheflr own revbl^tloMiiii^b^y 
was the Senior phKnCT.' Thb'Bbslfidn Of 
jumbr-andsiipportivest'trttisdhrihg'tlrt'fikt- 
ler 'stage of the wkr Was no fongcr ^HiBIsi- 
ble. It was, in the-flnal knaIy«S; a'questkm 
of class hegemony, the control cff'decision- 
making by,the peasanu and the woGrerS aftd 
the.Peoples’ Liberation Army which Com¬ 
prised the Chinese Communist-Party. - 

Role of people’s. Political ; 

CO.NSin.TATiyE cdwtkENCE 

Tbisis the background to thedneisioq pf 
the Conununi-st. leadership . to hgvf the 
.Chinese People’s Political Consultative fC^- 
ferenep as the qrigi.nal representatiye fp{r.um 
of tbp pepple of ^hina cveii before conven¬ 
ing .the.National l^ple^' .Conferpn^ ^is 
(attef, being the eqiifi^ent of tjie Supreme 
Soviet or oiir own Unjon rarliamenL^e 
CTrcC was intended t'o'repieseht'tioi' rh^ly 


recogfli^lens aj^ically.immedinle. con- all the various poliflc^'parties in thb'qi^n- 
crete, imperial, personality in the Japanese ' try wh'b had been' eiigUged in 'thb'Ggnt 
aggression. In 1923, wbrn Sun Yat-Sen and against the Japanese but also ihW ovefSehs 


Gie Cdmnlttnist'Party kg'fred to fdnetidn 
together, tha Chmese-peopic. in.retrospedt, 
,se*m to have inade,nn atmost.lnaovatiye 
departure ii\.the political strategy of natioi^ 
Cbmddn moiremeiits.' Ibe intersec^on of ih- 
itecnationaLand natfopal adversaries in the 
. form nf the intperi^.ppweTs and .tlre feud^ 
war-lords made this'possible Unfortimately, 
however; (h'fe'exptrhmce'of (he ^Hy in its 
. collaboration with^heKnomiiuang, was, ks 
is wji .knpivn, intiertu^ed by ipi^or set¬ 
backs, in spite of its basic continuity, {n 


Chihese Zhou Eniai reCbTch: t^t'd’SbtiObs 
doubtrhad been expressed ih the preieiled^ 
Of the preparatory CoitimKiee as-to whMhiff 
’ there wtt really any need for-suebi multi- 
party grOui^g ato ibe'comniniaiSts had 
won. Addresringithe-Gnt plenary sessioaof 
the CPFCG in September l949i.'ZhOU:EiiIai 
noted that “it.was agreed <that thiS'Jkilifliof 
united front should continue throuidhmitlhe 
new democradiC. period.and^liigiilihioiyld be 
;giv^o;;ganitatioaal. fmm tq.jmpm^Jts 
.develoimtem, lit; .was furito'g9i^.{jhame 



1927, WhenChiang Ktti-Shek oigmiised Ijis .;Cbitiies<^.Pe(^^s I^ 
epup and d^imgted ihq ppmrnunist Party i* Pl? ft 

it appetped almost aStf (liC ufiired front v^is -. 'othuf. Wihfous' '{I* 

' impossfole in Chiflifs Conditions.' It is ih- si^hh thC Wgs pgtdj^ P 
tsmring^ to note that ..the contemporary ''j(Ugor'ibejp^p%£oti|i|e^ihm 
. qssesmient of this major upsej.in Soviet 'fOti^be'aiiy nCed for shch.al&m 
literature auribured,,'the. failure ip "the 


literature auribured,/thej fajltim to "t|ie '‘arimCPP^fllre^h^MWksiww^ 
strength of the enOTV” tarher tbah to the ■'Bifs' wWre "'ibf 

failure of the strategy. V ,. i ‘’ Olhanbthacy’Woidab 

These are fairly familiar deveiopmetits ''iroUseqaebfiy tbed'emAbMBd’piiimii^ 
and the great decision of Mao to go it alohe 'hdt' laSt'^very Tbhgt>-tiMkr 'tlUihu- 

diiring'ihcthiities andesiabiistigYiiaiaitir- ‘'tfonl; th»iaih»bpM<i»'iirem‘ ta i w ^ 
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CMp^t 

icyphi^ 4ii^,-lt|M!MM!t<b «iK lecoonrac- 
,<{^hcf^.^i{fe^ca9es i^^nl^tdsMd^auitwIa 

n«cM.on com^ 
^,^pi<m dmijn^.i^ mjyor policies—witness 
^|te 4tilt .Comihop?rograinine adopts by 
,., jt|^]RR]p^toi)(>^pn^ And in the face 

p|i;u^,j^g^,mii^,^ Kmnant$.ofun- 
v.plari|dfiir&,i^ .^eudw^ the diffeient 
demands and within the peo¬ 

ple's democratic united front can and should 
'be adjasfedr 'H im'dins bp s^ that the 
Chinese Communist FUrty had a ttni(tu«fo- 

- perienoe in participating in a viable united 
n'frolsi;' bs^iming os luraor pinners, they 

were able tci take, pver^ the nnti-impeiialist 
struggle and th% Weiif conddent enough to 
;-.«anty on^wifh any number of parties as 
.^junior pfgtneraias meinbera of the goyern- 
.jpqnt. CPPQC.thMa became an impor¬ 
tant part of the Chinese political system. 

;-hi that;’ e^n thbitgh' «^n- 
/ cn^^ih* th^ bigbWn^ '^'a (binpoiiity ex- 
' pM^r ihstitntit^, symbolising the 
‘uni^ frOitt tradition,‘has, pft>\^ tough and 
; iddrishle; lUb br three months agoj the head 
h Wsiting'Chiiiese-'delegation to India, 

. ijv^^is. a'dbputy/'secretary general of the 
uai^'.de^mient bf the wntriM commitiee, 

' iyaS.^Cremely.earnest in impressing on his 
. tpdilin 'Budiepcb, the solid reality of the 
uiUted fr^dt '|ohcepi. ^e claiuAed that all 
paKies were e^fc^ive and articulate 
an<f(mit|butit'd to decision-making. A sim¬ 
ple enough reason for this unexpectedly 
.^dtitable nature of spch an arrangement is 
thW liniil.thelbiiwahese question, is finally 
.'sorted out,.it usieful to have ah extra- 
’ national entity which can represent Chma’s 
national aspirations. Overseas Chinese repre¬ 
sentation is hot .merely formal: it has vital 
pdiitihai significance and provides constitu¬ 
tional continuity on Hong Kong, Macau and 
hopefully, later, latwan. 

This is the central reality in the specific 
. Chinese'attitude towards coalitions and 
' United ftoltts. The CPPCC has mherhed the 
‘"legacy Of the successful united front against 

- 'Japanete imperialism but is'also expected to 
'.'• be'the r^evaht and-effective instrutneht as 

- of today for completirtg the fight aj^ainst 
fof^n aggiesSfon on Chinese Soil, t e, return 
•of Tbiwfin to the motherland. 

■ isi;' .. ExpEglVF-NlS EI-SIsWHEHE , 

,-;J;r*fbh ipecific Kistortc ekperieribe'of China 
’ biiilnbi bevepiicbted in the European socia- 
■'lIsf’bbuhtHes. 'The Soviet llhiotfs rtvrrfutfon 
;'‘y^'ai:lda'h break withth'epast. Themulti- 
' ‘front gfhuphtg in the exit Europem states 
^•itiUfikbdrtidh validity because oifits iisbeta- 
• ’'tidii'Wfdt lihitiiNajd pitftlsan'a^vitjes during 
‘ '^'iraif.^b'lii hdb’ it lias vei'y tittle SUbstan- 
•‘■<iw Bg!pDH|i»bei’'Tfid;''bthet’experience of 
I'lSyitibdlir’tlliUidtAffroni fbrmhdod'was'the 
•'''HWfH!Nti#’utOh''BIlihir ibv^riira^f .in' the 
bMtild^l^tiiiaWEtdlich'a^ch'inm hbwbe seen 
■<1011^ bcaynteMy a pteiaifc tdthe takecMer 
;''Wtlw(dl^on«^'tij^tiuMler;l>d8die^^ In 
> vtiielliMscaelibai' Matnik dinting iii Europe, 
*'■ sirUMte ihnliir the 

I'leaiMWjii Vf ihHiw^Ung date Itas idWays 
.been tiwpialerKd'Mrate^c'aHernalive. The 


CK8C1 fyeedt^ of which could be ^ven 
to the non<ommunitt partiei ip thi past was 
something which agonised the Communist 
.Interaational in the early di^s. after the 
October Revolution. As ls weU knows, this 
was the problem between I^nio uid Roy in 
ti» second Congress of the Comintem. Dur¬ 
ing the years before the war . when ‘socialism 
in one country ’ had to be protected at some 
sacrifice if necessaryi oomraunist .parties 
were encouraged-to in collaborate with the 
national bouigeoisift This: was, of counts the 
basis of the de^ion to-join the Congress 
Socialist Party by the ocmimunists in India 
during the middie thuties- -> 

. These other experiments in the rumiing 
of united from arrangements wen; itban be 
.seen, comparatively mirror developipcBts 
-when compared with the enormous derailed 
experience the Chinese had in the formation 
and workmg of the united front against a 
formidahle adversary. This explains Chinese 
policy during the fifties and the sixties, llvo 
major hi^rical developments contributed 
to the facility with which the domestic ex¬ 
perience was translated into international 
strategy. The hostility of the United States 
and the poUcy of containment .made it 
necessary for a weak new country to seek 
allies not mmely within the socirdist camp 
but also in its other iiatund constituency, the 
developing world of Asia and lat^ Africa. 
Even more important was the exclusion of 
China from the United Nations, the depriva¬ 
tion of its lawful membership rights by the 
United States and its allies. 

The specific Asian communist expnience 
in Indo-China, Malaya and Indonesia in the 
late forties and the early fifties strengthened 
the feeling that there was no alternative to 
an expancM .<»lidarity among all progressive 
forces within the former colonies and among 
the people of these former -colonies. The 
traumatic experience in Korea and Indo- 
China strengthened this conviction and as 
the authors have brought out in the earlier 
pages of this volume; there is something in¬ 
evitable in the development Of the Bandung 
spirit into a sharply delineated narrow Afro- 
Asian framework rather than the non-aligned 
alternative put forward by India' with its 
stress on global disarmament as -much as 
decolonisation. 

, China’. s Dipiomacy in Afuica 

It was against this toM backgrbund of 
coalition activity at hombih the resistabce 
to the Japanese invasion and the em^ence 
of an Afto-Asian revtdutionary thesis rather 
soon after liberation that Oiidifs diplomacy 
in Africa in the sixties has to be assessed. 
When compared With other mi^r rid-^ng 
nations like the former metrbpolhan 
■ powers—Britain'and France and the Uitit^ 
'State!;—and also the smaller European 
states, China’s actual contribution to the 
economic development of thdie natlpns ms 
not very-impn^ya The'atilhomtry to make 
out b case that H' Wag' ctimfidtable in many 
ways to Soriit Ssd. WWIa Imponant to note 
is fhat in those days Of df(f|0uH tes6tirce con¬ 
straints, the Chiitese were fioiftiKi to be selec¬ 
tive amonj^ f heir Afririm partners, the coh- 
trOHing fltetors beingflte natuie of the ruling 
party, the finks with tfiO former imperial 
poWer arid the Soviet Union. This is the 


reason wtoiCjwea and lAmaania . 

poittat berief^afiei' as i^o 44|eim‘%d 
Congo (Rtaariivine).* Thi; ^ difffcioty 
abodl. inaiting a hitai, asK.uitie!i(t '^f tiro 
. Chinese i^ntnlmtirin ip the ecohpa& efR^ 
.of .these "couritrjes'to mdritairi thbir .tove- 
reigiity..ls thgt, .aprirt ftoin ^e 
Kailway,They jt'i^ .oih tfie whole rilirtof’ad- 
}uhctii« .arrangements. However, tiie projisms 
were iisgful in an ihimedhite s(^ for (he 
^orioipy Of the'country conqenied: the 
motives iff the Chingse’in giving economic 
arid teduii^ assistant ywre impeccrdile and 
the bejiaviour of the Chinese ptfsorinel was 
al<va)ri virtutm.s tbpugtii in a rather 
alienated fashion. Urifortutiately, there ^ 
a cert^h in^illty to give m'uOh assii^rice 
in .Kdayy indusriy. This was wh^e the 
Russians'always scored. , . ’ 

' Zliou.Eiiiiai's torir of several Alrichn jxnin- 
Irlcs ip the wintgr of 1963-64 was InMtably 
assodated with the lattocblrig of these aid 
projects. It. is now IbigOtten' hoW ofl^ be 
us^ .to rejpeat iii his spedrihes in ^ese 
capitals that the whole contirient wa$,"r^ 

■ for revolution’'. This Wajri.'of course, out¬ 
rageously unrealistic; China’s oWn teaOttons 
to the developments'in!'tfie CoitgO.liiad 
already shovyn that they had not .tfiotimt 
through an aftire arid sustained pfogntiU^ 
of nivolutionary stnigtf^ in thc’Afnm^'OOn- 
linent! They were in fqd mtttgpolt^i to 
Africa, in'the absence of pbihfl^'hOridi- 
tiohs; an Asian and more gn 

Indonesian or Indo-Chinese situati^'l^gh 
a situation did not exist, for.lp^^ in 
other parts of even Asia, like India, as the 
Chinese leadership had' by then realised, but 
the rhetorie wgs there and did not do'much 
harm to anybody. It did lead to soine con¬ 
crete results in the very serious and epm- 
inehertsive programme of assistance to tire 
liberation movement in the late sixti'eil arid 
the seventies for which the Africans, have 
continued to be grateful to the Chinese— 
along lyith the Ruriians, the Cubans. , and 
various left wing groups in the developed 
world also. , ’ 

The great success story,of China’s active 
ai^istance to the liberation smiggle was in 
Zimbabwe. Both in Mozambique apd in 
Angola, as Deshpande and Gupta,have 
documented in some detail, the experience 
was mixed- By the. time of the eighties, the 
Chinese had to reconcile themselves to a 
minor role in Mozambique and to a cpritio- 
versiat'idemification with the wrong pariies 
in An^Ota. This is obviously a very compla 
' sttuation and can ultimately be explahied 
Oftly after further research into the evolution 
of iHe Sino-Soviet dispute and, quite apart 
‘from this, the Cuban factor. The pti^nt 
book has a preliminary and ettraneiy UMftil 
analysi.s: in the nature of thirigi, primari'ly. 
because of the paucity of archl'val tnaieriid, 
the conclusions have to be tentativfe iri'lhd, 
at the very centre of (heir evaluatidri Of tfie 
Chinese policy of the united froht agairist 
imperialism, the authois place the Ein'o- 
SPvlet dispute. I'h^ir time-frame does.iJOt 
permit thenS to go deeper into t|ie cureint 
third phase of China’s attitude towritds 
global powers; after partial identiricaVibh 
with. Or loudly advertlsed'fotal hostility to, 
'one of the two’sutierpoWers in successive 
stagesl Beijing has now settled down to a 


551 



ntber Hlfconidouily tilugttlu project 
of it* ilobol iatorctti. In inch • lituation, 
it wu inevitable that the Chincie would con¬ 
ceptually tuni tothe once diteaidcd idea of 
non-aUpunent at a method of organiiing a 
united bont of the world peofde against the 
two global powers and, if neceuary. against 
the whole developed world within ^ ftame- 
work and discipline of the United Nations. 
Earlier heroic formulations like the detach¬ 
ment of the Soviet Union and the United 
States bom their allies into a dreadAilly dis¬ 
tant first world, which the rest of us have 
to learn to hatc^ ate no longer a part of the 
curtem CUneie global strategy. Itisamlldcr 
affair in which, as a senior partner in the 
international seem; China plays sophisticated 
games In exacerbating the dibetences bet¬ 
ween mafor powers and magnifying the 
points Of commonality among the weaker 
powers. All these are, of course, within the 
immediate compulsions of state policy. 

One maior problem about any study 
primarily devoted to China’s interest in 
AMea is that this part of the world definitely 
bdongs to the outer circle of Chirm’s in¬ 
terests at this time Only Latin America was 
still futber away. During the last twenty 
yean, the Chinese have bem mote and more 
quiescent in the more remote paru of the 
world according to their own assessment, 
having pleasant tmd useful relations with 
countries with whom there are no immediate 
problems but involved actively only in their 
immediate neighbourhood, i e, north-east 
Asia, south-east Asia, south Asia and the 
Soviet Union. Even in this restricted part of 
the world, they have been compelled to be 
selective and had to be statisfled with neutral 
or non-hostfle relations at the best with 
countries. like Indonesia, Philippines, 
Malaysia and India. Africa continues to be 
a low priority. It is, of course; fascinating 
to trace the attempts of the Chinese leader¬ 
ship to penetrate a part of the developing 
world wiuch at one moment seemed to them 
to be the most aploited and the most likely 
laboratory of the Maoist theories of revolu¬ 
tion. But there was really no serious interac¬ 
tion, no deep understanding, only generali¬ 
sation and rhetoric concerning a remote, 
socio-political reality. 

Denouement in Indonesia 

The Cultural involution intervened and 
put paid to all these fledging ambitions in 
the outer periphery. Mudi more important, 
central to the deflection of the Chinese 
strategy in Asia at first and in the world later 
was the catastrophic denouement in 
Indonesia in 1965. The Indonesian shuation 
was one of qiparent success in slowly evolv¬ 
ing the united bont tactics with a large 
superbly organised communist party and a 
c h arismatic national leader welded together 
by a common strategy both within Indonesia 
and in the immediate regional environment, 
1 e; south-east Asia against the unfohitng 
conflict in Vietnam. There was also, in the 
wider wortd outside; a shared excitement bet¬ 
ween Sukarno, Aidit and Mao about the 
newly emerging forces, an alternative United 
Nations and Nasakom as a model for post¬ 
colonial Asia. There was one complicating 
factor the Soviet presence was a strategic 


reality but the Chinese had hopes of 
neutralising it. 

It Has against this hopcflil background of 
etpecutions in Beijing that the September 
putsch and the massive counter¬ 
revolutionary coup by the miliary leadership 
took place. What eaiaiy happened in lakarta 
in 1965 is still a matter of debate and con¬ 
jecture. Wu the Untung coup an impetuous 
move on the part of a small group or were 
Aidt himsdf and the PKl leadershh) directly 
involved in planning the uprising? The 
Soviet Union has been highly critic^ of the 
Chinese in this matter. It is, however, much 
too eaiiy to say what teaUy happened; but 
the Indonesian tragedy, however much'it 
might have been mitigated in retrospect in 
Chhia’s setf-peicqstion, because of the Sino- 
US detente of the sevmties, made the stra¬ 
tegy of the united bont an extremely im- 
plausiUe one for most developing countries 
still governed by the national bourgeoisie 
The ideoloidcal problem still remains and a 
general prescription aav not be found for 
a Marxist revolutionary strategy in countries 
at widely different as, say, E|^, Cbaina, 
Nigeria, Pakistan, India or Indonesia. Each 
nation has its own tpedfle opportunities, 
risks and the continually baffling nature of 
the successful Iranian upsurge does not 
make the problem any easier for the would- 
be agitator in the develr^ring world. This was 
one major historical phenomenon in which 
the domestic leb group, the 'Bideh Party, 
played only a minor role; the great socialist 
nations China and the So^ Union were not 
even marginally relevant. 

RETREAT INTO AMBIVALENCE 

The corlcept of a united bonthgainst im¬ 
perialism renuins an important ingredient 
in China's foreign policy articulation, though 
in a rather attenuated form. The idea of co¬ 
operating with the non-aligned movement, 
the third world or the developing countries 
particularly in the various forums of the 
United Nations is the current version of the 
anti-imperialist front ideology. In the domi¬ 
nant gltfoal perception of Deng and his 
colleagues in Beijing, this is, however, sub¬ 
sidiary to the much mote urgent problem of 
China’s own national strategy of achieving 
globd power status through comprehensive 
modernisation in a reasonably secure exter¬ 
nal envirorunent. A powerful China, adsle to 
talk on equal terms with the global powers, 
will, they believe, be a decisive factor on the 
side of the fight against international reac¬ 
tion and exploitation. Since; however, both 
the imperialist targett ai6 blurted, a sharply 
delineated strategy of active confrontation 
it ruled out. More speciflcally, we teem to 
be pasting through an Interlude of adjust¬ 
ments mid non-committal co-operation on 
sprafle issues with either global power and 
idso the other great economic and strategic 
centres in the industridited world. Signifi¬ 
cant medium or regional powers have also 
a certain importance in this world view. On 
various defied issues in the international 
scene today, in central America, South 
Africa and l^t Asia, the Chinese position 
it detached but correct, a position which can 
be dourly traced to the olto, anti-imperialist 
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mm lihs VtabniB, Cuba and bwipi;; 

ChliMM have their dHammas. 

But this it not an unfomlUar situation for 
Mao, Zhou and tiieir succctsort. Over the, 
decades they have learnt the use of Ida^ 
gical ambivalence when n&essary as tn the, 
case of Bangladesh, PhillppiBat or tiie 
Shah’s Iran. If, and when, China's supreme 
national interests demand it, we mUlht still 
see a strident reaffirmation of the need for a 
united front against imperialism, at defined 
and delimited at that time. 


Booka in Brief 

Computen for Social Sdentiatg 

V Jtdin OevntaJ 

Computer Programming fw Social 
Sdenee by Pradip Kumar Bose; Vlstaar 
PubUcations, Ddhl, 1986; pp 220, Rt 58. 

THE computer hat come to stay. Computer- 
based management informatkm systems, 
operations research techniques applied to 
planning problems, simulation of sodo- 
economic systons and a wide variety of 
other complex physical and behaviouial 
systems have altoed in a significant manner 
dedsion-making processes in the technolo¬ 
gically advanced countries. This pioneering 
book is designed to aplain computer pro¬ 
gramming in Fortran language to social 
sdentists who have had no previous eqposure 
to computers or data proo^ng. It attempu 
to explain and develop programming con¬ 
cepts and techniques in a ludd manner to 
enable soda! sdentists to solve thdr own 
problems with the least amount of instruc¬ 
tion. Each chapter sets out a sdf-contained 
set of concepts, techniques and rules of pro¬ 
gramming that extend the development in 
the previous chapters and provide the basis 
for further extension. 

Though the book may be recommended 
for any bepnner, it is meant primarily for 
social scientists and focuses on sodal sdenee 
applications such as measures of central 
tendency, dispersion, association and 
methods of graphing, cross Ubulation and 
frequency distribution. As the Spedal 
Package for Social Sciences (SPSS) is in 
Fortran language the book presents the 
vocabulary and grammar of the Fortran 
language as clearly as possible and pres¬ 
cribes various ways of tackling a problem 
ance the mograinmer masters the commands. 
The book is organised into ten chapters: 
organisation of data, introduction to Fortran 
as a system, Fortran language, input/output 
statraients, subscribe variifoles, DO 
LOOPS, Fbrtran features, social statistics 
and pn^ranunes, fonctions and sutnoutincs, 
procesnng date in flies and miscellanepus 
Fortran features. There are thraeappdxScas, 
viz, computer number systems arrd intwnri 
representation of data, foput/ontput metHa 
and built-in-fonctions in Fortran. Thttc are 
two chapters on the programmes and sub¬ 
routines which constitute a comprAcnsivc 
library of commonly-used statistical 
routines. All statistical techniques havebaen 
exitiained along udth the routines to ded 
with statistical problems. 
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Planning in New Cities 

The Durgapur Experience 

N Vijay Jagannathan 

A small but important segment of the rapid urbanisation witnessed in India since independence consists of 
the new cities which have emerged following large-scale public investments in areas that had been in earlier decades 
completely rural. These medium-sized cities, such as Chandigarh, Durgapur, Neyveli, Bhilai and Bokaro demonstrate. 
the unique problems and opportunities of diffusing urbanisation. This paper highlights some facets of town planning 
in Durgapur and, in the process, brings out some of the weaknesses of town-planning in a developing country. 


SINCE independence India has witnessed 
rapid urbanisation in all regions of the coun¬ 
try. The four metropolitan cities of Calcut¬ 
ta, Bombay, Delhi and Madras have ex¬ 
perienced the largest absolute increases in 
population, and as many as eight more cities 
have crossed the one million population 
mark by the beginning of this decade At the 
same time the hierarchy of intermediate or 
medium-sized cities has been steadily 
increasing in numbers and sizes, with city 
populations ranging from 1,00,000 to 
10,00,000.' 

The medium-sized cities have had widely 
differing growth patterns. Most have grown 
from settlements around administrative 
headquarters (state capitals, district head¬ 
quarters), market centres, industrial centres 
and important transport nodes. However, a 
small but important segment consists of new 
cities, which emerged in post-independence 
India following large-scale public invest¬ 
ments in areas that had been in earlier 
decades completely rural. These medium¬ 
sized cities, such as Chandigarh, Durgapur, 
Neyveli, Bhilai and Bokaro demonstrate the 
unique problems and opportunities of dif¬ 
fusing urbanisation in a developing country. 
This paper highlights some facets of town 
planning in Durgapur; a city with a popula¬ 
tion of over 3,00,000 that has grown entirely 
in post-Independence India. 

The Durc..\i>lir Experience 

The city of Durgapur has emerged in a 
barren, undulating tract about 20 kilometres 
east of the Raniganj coalfields in >Vest 
Bengal following public sector investments 
of over Rs 1,000 crore in heav^ industries 
and housing from the Second Five-Year Plan 
onwards. The core investments centred 
around an integrated iron and steel plant, 
an alloys steel plant, a heavy mining manu¬ 
facturing unit and a chemical fertiliser 
complex.^ 

The funnelling of such sizeable public 
sector investments at one site was justiHed 
on several grounds. Firstly, the location was 
well connected with the raw material sources, 
particularly iron ore, coal and limestone 
Secondly, Durgapur was also on the main 
rail and road transport lines to Calcutta’s 
large wholesale markets for finished pro¬ 
ducts. l^idly,, Durgapur wsu also conceived 
as a count^magnet to the city of Calcutu, 


which by the 19S0s itself had begun to 
experience decay in its over-burdened civic 
infrastructure. 

In the initial years the public sector 
investments led to several forward linkages 
in the private sector. Industries requiring 
bulk quantities of locally available natural 
resources and finished pr^ucts located their 
plants at Durgapur. Following this classical 
Weberian pattern of activity heavy machine 
manufacturing, carbon black, graphite and 
auto wheels units were established. A cement 
plant was also set up that used the slag 
byproduct of the steel plant as its raw 
material. 

Such large-scale industrialisation natural¬ 
ly required considerable supporting invest¬ 
ments in housing and urban amenities, par¬ 
ticularly because the new town had no 
available stock. The major manufacturing 
units were allocated sufficient land to meet 
both their industrial and housing needs. As 
a result, around each of the mqior units grew 
up separate townships and colonies designed 
to house the factory workers and their 
families. The new settlements were designed 
with modern infrastructural amenities such 
as piped water supply, drainage and sewage 
systems and well maintained metalled roads. 

The basic urban plan was simide: the east- 
west Grand IVunk Road linking Calcutta 
with Delhi was used as a divider between the 
industrial and residential areas. While the 
residential areas were laid out to the north 
of the Grand Trunk Road, the factories were 
constructed in the southern corridor separa¬ 
ting the G T Road from the river Damodar. 

Planning for the new city followed the 
basic tenets of urban design by first investing 
heavily in infrastructure. Four areas." water 
supply and sewen^e; electricity, housing and 
roads received the bulk of these investments. 

The infrastructural investment pro¬ 
gramme complemented the ongoing pro¬ 
jects undertaken by the Damodar villey 
Corporation in the Damodar basin in West 
Bengal and Bihar, to which Durgapur 
belonged. A series of dams, thermal power 
plants and a barrage had been constructed 
for flood control, irrigation, urban water 
supply and electricity. The Damodar Valley 
grid had made available a substantial 
portion of the new city’s power require¬ 
ments. The state-owned Durgapur Projects 
Ltd was set up to provide the balance infra- 
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structural requirements of power.' 

The Durgapur barrage over the river 
Damodar by the Damodar Valley Corpora¬ 
tion assured the city of a source of water of 
about 160 million gallons per day. The pro¬ 
cessing and distribution of water were under¬ 
taken for industrial and domestic use by two 
water supply systems. The largest con-, 
sumers, Durgapur Steel and Alloys Steel 
plants administered their own water works 
and supply network, while the rest of the city 
was supplied piped water supply by Duig^ur- 
Projects Ltd. Owing to the rocky nature of 
the terrain, subsoil water was not easily 
available, and the entire city had to depend 
on piped water supply. All the major town¬ 
ships in the city were adequately served by 
sewage and drainage disposal system. 

Being a new city Durgapur’s housing 
requirements were extremely large, as there 
were no privately available houung stock for 
the thousands of workers and families who 
migrated to the city. Residential townships 
were therefore constructed simultaneously 
with the industrial complexes. Each of the 
major units designed their own townships, 
as a result of which there were considerable 
variations in urban layout and architectural 
design. All the townships sought to minimise 
congestion by laying out broad roads, easily 
accessible sectoral markets and (to varying 
degrees) green belts. Housing structures were 
designed to use land liberally. Senior 
executives were provided detached single 
storied houses with two to four bedrooms 
and adequate garden space, and workers 
were given two-to-four-room Hats in apart¬ 
ment blocks. 

The townships experienced rapid popula¬ 
tion growth in the IVbOs when all the 
industries came into production. As indi¬ 
cated in table I, there was a six-fold increase 


Table 1: Population or Durgapur Cirv . 


Year 

Population 

Average 
Annual 
Increase (Per 
Cent) in ^ch 
Decade 

1951 

26,209 

5.9 

1961 

41.698 

39.5 

1971 

206,638 

4.7 

1981 

305,938 



Sourer. Census of India: Population Ikbles. 


553 



in population in ju*t one decade (t9(i0>70), 
making Duigapur achieve the higheet rate 
of growth of urbanintion in that decade in 
the country. 

Although in relative temu the population 
growth h^ slowed down considerably in the 
1970s, in absolute terms the growth in 
population was only a third smaller than in 
the earlier decade. By 1981 Durgapur had 
become an important urban centre for 
industry, trade and commerce. 

The growth of Du^apiir affords social 
scientisu an opportunity to observe induced 
urbanisation. Three features of particular 
interest will be discussed next. These are; 
(i) the growth of urban settlements in the 
new town, (ii) the impact of state land 
policies on urban design and (iii) the nature 
of linkages with the surrounding hinterland. 

Growth of Urban Settlements in 
Durgapur 

While planning the physical layout of the 
large residential townships physic plantters 
attempted to provide a balanced physical 
and aesthetic environment. Most townships 
were divid«l into compact sectors or blocks, 
which had schools, cultund and recreational 
centres and martets located at accessible 
distance for the residents. Industries con¬ 
structed all the facilities, keeping an aesthetic 
balance and symmetry in urban design. 

Despite the attempts at systematic urban 
design the actual pattern of urbanisatiort 
took two contrasting paths. While the 
residential townships retained their low- 
density and well-spread design, large un- 
plann^, congested settlements emerged on 
private lands around market centres. The 
duaiistic growth of urban settlements were 
caused by two factors. Firstly, at the initial 
stages of urban growth town planners had 
not made adequate provisions to meet the 
requirements of wholesale trade and the 
informal sector in the residential townships. 
Secondly, over the years housing construc¬ 
tion activities in residential townships could 
not be sustained by large units owing to their 
resource constraints. 

(i) Limitattons of Physical Planning in 

Durgapur 

Town planners responsible for designing 
major townships of Durgapur had worked 
on the premise that the residential areas 
would be the major focus of economic acti¬ 
vity in the new city. This was based on the 
assumption that trade uid commerce would 
be attracted to the settlements because of the 
purchasing power of the residents. Sectoral 
markets were constructed with standardised 
showrooms, spacious courtyards and ample 
parking space. These retail markets were 
expected to function as centres of trade and 
commerce in all the major townships of the 
city. 

In Ehirgapur’s context, however, these 
planned markets had practical limitations 
that inhibited their development. Thide and 
commercial activities require several key pre¬ 
conditions for success in a developing 
country. These are: 

(a) Maintenance of supply lines. As supply 
lines are often uncertain and irregular, a 


trader must be reasonably that Us 
inventories will be replenighed. Wholetalers 
under these conditions hold the key to the 
smooth running of business. 

(b) Divisilnlity enterprises. Owing to over¬ 
population and lack of employment oppor¬ 
tunities, business enterprises engaged in 
trade are divisible into units that would be 
highly uneconomical in a developed country. 
A gtoceiy stene or a cigarette shop iMQr lx 
operated with bardy two or thiw dozen 
brands or items in the shopkeeper’s imen- 
tory list. These marginal units operating with 
practically no overhead costs semdy under¬ 
cut markrt shares of medium-sized business 
establiriunents. 

(c) Consumption needs of the casual la^ur 
force provi^ng supportive services to the 
larger commercial units. As labour is 
substantially cheaper than capital, transport, 
construction and trading activities are 
heavily dependent on manual labour as a 
factor of production. The labour force needs 
in particular shelter and markets for in¬ 
expensive consumer goods. 

In the planned tovraships these pre¬ 
conditions were not adequately met. No 
provisions were made for wholesale ware¬ 
houses and truck terminals; shopfloor 
spaces were designed for retail traders having 
fairly large turnover of business; and above 
all, no provisions were made to meet the 
shelter and earning requirements of the 
urban poor, who play a vital role in pro¬ 
viding the labour force for the tertiary sector. 
Consequently, the tertiary sector began to 
develop on the most conveniently situated 
unencumbered private lands that were 
available. 

The two villages of Bena^hity and Bhir- 
ingee were located along the road connecting 
the lariest residential township, the steel 
township (housing 40 per cent of the city’s 
population) and the steel works. A ribbon 
pattern of settlements emerged on both sides 
of the connecting road, with trading esta¬ 
blishments located along the main road, and 
mud and bamboo structures to house the 
poor along narrow feeder roads. This area 
was convenient to wholesale trade because 
of its proximity to the Grand H-unk Road. 
The second market centre, as could be 
expected, grew near the railway station, and 
dealt primarily with commodities that 
required bulk transportation by rail. The 
third market, which was more of a sub¬ 
sidiary market serviced the population of the 
eastern section of the city, a good ten 
kilometres east of Benachity-Bhiringee. 

The growth of large human settlentents 
around unplanned markets have indicated 
the failure of physical planners to perceive 
the needs of the service sector while formu¬ 
lating the urban design of the new dty. The 
economic organisation of trade and com¬ 
merce in over-populated regions of India 
diner consider^ly from what is observable 
in developed countries.^ Business com¬ 
mitments, labour contracts and trading acti¬ 
vities are conducted through highly per¬ 
sonalised informal contracts among traders, 
semi-skilled and unskilled workers. In many 
cases marginal trading units such as street 


veadon, vigeiibigtCBmtH^t^npii.’ 
are ctoetiy a w o d ated with tehplegtigtiiiiidH 
in commodity and «cdit titarketa 
infornul contracts. There Is therefore a 
natural tendency for small retailen of tte 
informal sector to act up their uitits in proxi¬ 
mity to whdesaleri. Ilic spacious sectoral 
markets had neglected to t^ into account 
the space requirements of wholesale trade 
as wdl as the large labour force partidparing 
in the urban’informal sector. 

An additional factor that led to the un¬ 
planned settlemenu emerging at the central 
business districts of Durgapur was the 
asyiiunetry in transport costs betweeii 
traden arid urban consumers. Fbr trading 
units several technological choices were 
available depending on the size of business 
turnover. Fbr marginal units costs could be 
minimised by supplies through headloads. 
A larger unit could use handcarts and cycle 
rickshaws. A medium-siztxl unit could use 
three-wheel trucks, while a large firm could 
use full-sized trucks. As long as supplying 
distances were short, labour-intensive 
transportation was considerably cheaper 
than mechanised transportation. In contt^ 
most urban consumers who were employed 
in organised industry had several inexpensive 
means of commuting within the city. All 
large units, particularly the steels plants, 
operated free bus services to transport 
workers from the townships to factories. In 
addition, minibuses, city buses and cycle 
rickshaws provided consumers with several 
inexpensive means of commuting within fhe 
city, lyansport costs for buyers were con¬ 
sequently much less relative to sellers, and 
it made perfect economic sense for buyers 
to congregate at the unplanned city markets 
rather than sellers gravitating towards the 
amenities offered in sectoral markets. 

(ii) The Housing Crisis In the Afew City 

At the initial stages, as discussed earlier, 
residential housing for industrial workers in 
the otguiised sector was developed as an 
integral part of the industrial projects. Once 
the industrial units became operational it 
was presumed that future requirements of 
housing stock would be met by the cash 
surpluses generated by commercial activities. 
As all the mgjor units had been provided 
with adequate iand, township administra- 
tioru were expected to develop new areas out¬ 
lined in the master plan. 

Over the years however, almost every 
industrial unit established at Du^apur has 
been incurring huge financial losses and pro¬ 
blems of bring unable to utilise capacity 
adequately. Managerial attention was 
naturally devoted almost entirely to produc¬ 
tion and industrial relations pr^lems, and 
there was no internally generated cash awiS- 
able to augment housing investments. 
Despite large blocks of acquired land 
available with the towruhipt thm were no 
measures to develop new urtian areas, and 
physical infrastructural developments beffui 
to. gradually taper off. 

The new entrants to the labour fojce in 
the organised sector thoefoic^ were forced 
to compete with workers in the tertiary 
sector for the substandard housing in the 
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unplanned market centres at Benachity- 
Bfairingee and the railwqr station. Some were 
able to secure housing in the residentiai 
tovnuhip of Bidhaiuwgar developed by the 
Asansol-Dutgapur Development Authority 
(ADDA). However, Kdhannagar wu almost 
20 kilometres from the sted works, and had 
limited supply of housing available. 

Hie housing crisis was further accentua¬ 
ted by the total lack of infrastructural 
developments in the fringe villages of 
Duigapur. As a result, the maximum pres¬ 
sure was fdt on the private lands around the 
major market centres, and landowners In 
thw areas secured windfall gains in the pro¬ 
cess. ftniatent lobbying by residents in these 
areas led to the ADDA undertaking belated 
efforts at improving the water supply and 
garbage disposal system—a trend noticeable 
in older towns of the country. 

The housing crisis today is being seriously 
affected by two more factors. Firstly, owing 
to the rocky terrain, exploitation of ^und- 
water for a resident’s water supply is ruled 
out. All constructions have to ^pend upon 
piped water supply for commercial and 
domestic needs. Durgapur’s share of the 
water supply has, already been fully utilised, 
and no addition^ water is available from the 
Damodar Valley Corporetion water system. 
Secondly, a very large, number of workere 
from the steel plant are reaching the super¬ 
annuation age; and have begun adding to the 
pressure on demand for housing. Most of 
these persons would prefer to settle around 
Dutgapur because the company’s medical 
policies permit them free medical facilities 
only in the well-equipped township hospital, 
and not in other towns and cities. 

THE Contiguity Factor 

The growth of urban settlements in 
Durgapur reveals the displacement of the 
plann^ townships by organically developed 
market centres on private lands. The ques¬ 
tion that can be asked is, why was this 
allowed to happen? 

The city’s orderly development has been 
seriously affected by what can be termed as 
the contiguity factor. Durgapur’s urban 
layout was the result of conscious planning 
decisions by the central and state govern¬ 
ments, and large tracts of land were acquired 
for the immediate and future needs of the 
industry. As the costs of land acquisition in 
the 1950s was cheap, the large undertakings, 
notably the two st^ plants, were allocated 
lands that were several hundred acres in 
excess of thdr immediate needs. Thdr actual 
towruhips occupied only portioru of the 
acquired lands. Although on a map land 
owned by industries were contiguous to each 
other, in reality urban settlements were 
isolated townships strung togetlier by maiqr 
kilometres -of metalled roads with low 
volumes of traffic 

The absence of contiguity in settlements 
has affected the development of land 
markets. Vut tracts of land that would have 
normally become prime urban land could 


not be bought and sold because they were 
the properties of public sector units. AJl land 
transactions, commercial and housing acti¬ 
vities had to be squeezed into limited private 
lands adjacent to public sector land boun¬ 
daries. In areas whoc these boundaries were 
not constantly policed, entrepreneurs set up 
temporary markets arid low cost mud and 
bamboo bousing for the informal sector 
participants. 

The contiguity factor had one other 
negative impact on dty pluming. In the 
pineal plan for Durprpur city planners had 
eumuM a large tract of land in the geo¬ 
graphic centre of the urban area for a city 
centre that was in the original muter plan 
designed to function u the central business 
district. ADDA invested hpavily in office 
building complexes, muket centres, a 
bousing estate, a bus terminus and a 
children's puk complete with a toy train. 
The city centre in reality was however 
separate from the townships by many 
kilometres of bvren lands that were the 
surplus acquired lands. The absence of con¬ 
tiguity among actual settlements made the 
concept of a centralised city centre meaning¬ 
less. Just as the sectoral mukets had fail^ 
to compete with organic mukets of the city, 
the city centre concept wu a failure in urban 
design. 

The contiguity factor raises an important 
issue for planning in a new city. While at the 
time of initial construction some land hu 
to be acquired under the Land Acquisition 
Act to meet the initial requirements of the 
project, care has to be taken to prevent public 
agencies from acquiring excess land. Unless 
this is done peripheral lands around urban 
settlements are prevented from realising their 
true muket values, and distortions in land 
markets begin to emerge. The Dutgapur 
perience demonstrates that the absence of 
contiguity in human settlements can effec¬ 
tively prevent the planned development of 
a central business district. 

Effects on Hinterland 

One other facet that will be of interest to 
social scientists is the impaa of such large- 
scale induced urbanisation on the city’s 
hinterland. Before the First Five-Yeu Plan 
Durgapur did not exist on a map, and there 
were no large villages in the region. As the 
quality of the soil was pooq and sub-soil 
water not easily available, agricultural yield 
was the lowest in Burdwan district, and pro¬ 
duction was subsistence in nature. The 
presence of coal mines a few kilometres west 
of the region however, provided employment 
to a substantial section of the workforce 

Three decades later, the immediate hinter¬ 
land of the city continues to be backward. 
No village has electricity or assured water 
supply, educational facilities exist only upto 
the primary level, irrigation is virtually non¬ 
existent, and the occupational distribution 
of the workforce in the surrounding 32 
villages shows a definite regression. In this 
section the changes in the occupational 


distribution and village characteristics will 
be discussed. 

(i) Changes in Occupational Distribution 
in Durgapur’s Hinterland 
Ihble 2 indicates the occupational 
distribution of the workforce in the non- 
urban area surrounding Durgapur, as 
presented in the Census Reports of 1951, 
1971 and 1981. While the 1951 and 1971 
census figures can be made comparable, the 
1981 data do not give the detail^ break-up 
of secondary and tertiary sector 
empliqrment.^ 

The most significant trend noticeable in 
the last three decades has been the chang¬ 
ing composition of primary sector employ¬ 
ment. While the share of the primary sector 
in the total workforce has been declining, 
agricultural labourers have doubled their 
share in the last three decades. In contrast, 
cultivators have been a declining proportion 
of the workforce. 

The changing composition of primary 
sector employment has been the result of 
urbanisation in Durgapur. Cultivators 
owning land and having minimum educa¬ 
tion secured jobs in the large industrial 
employment expansion in the dty. As agri¬ 
culture lands were in any case unproduc¬ 
tive; many of them moved residence to the 
Durgapur urban area. Agricultural labouren 
however faced two handicaps. Firstly, their 
lack of educational credentids prevented 
them from competing for most orguiised 
sector jobs. In addition, job opportunities 
in the rapidly growing tertiary sector (such 
as the construction industry, trade and 
transport sector) were dso difficult to gdn 
access to because: (i) large construction con¬ 
tractors broughtrin their own labour from 
other parts of West Bengal and ndghbouring 
states, and (ii) margind trading establish¬ 
ments primarily employed entrepreneurs 
who had well-established links with whole- 
sde traders. The urban economy in both the 
organised and informal sector were thus 
closed systems. 

A second factor that seriously affected 
agricuiturd labourers was the effects of the 
large-scale land acquisition that had taken 
place in the region. When thousands of 
hectares of land had been acquired for the 

Table 2; Sectorwise Occufational 
Distribution of Population in 
DURGAPUR'S iMMEm/CTE HINTERLAND 


(Per Cent) 



1931 

1971 

1 1981 

(1) (a) Cultivators 

33 

28 

19 

(b) Agricultural 
labourers 

16 

30 

32 

Total primary sector 

7/ 


it 

(2) Secondary sector 

14 

27 


OJIlade 

3 

3 

49 

(4) Iriinspori 

4 

4 

(5) Other services 

8 

8j 



Source. Census of India, 1931, 1971 and 1981. 


555 



Mareh 28. 1987 


ECONOMIC AND POLITICAL WEEKtSf 


who helps doctors? 
HOECHST 

wHh efficociovs, quality 
Medkines. 

And that isn't all. 


When illness strikes, 

Hoechst means help in getting 
well again — quickly. 

Hoechst medicines are 
trusted and respected by 
doctors, patients and chemists 
everywhere. 

At Hoechst’s Centre for 
Basic Research near Bombay, 
scientists work constantly to 
develop new drugs. Also 
exchange information with 
similar Centres round the world. 

So the country benefits from the 
most recent advances in 
medicine. 

To help the fight against 
disease, Hoechst also makes 
Biologicals and Diagnostic 
Reagents. These are fools 
which help a doctor pinpoint 
the exact stage of an illness. 

He can then prescribe the most 
effective treatment. 

And Hoechst works in other 
areas too. 

Like making internationally- 
renowned agrochemicals to 
protect precious crops. 

Or a world-class vaccine 
for a dread cattle disease and 

HOECHST INDIA UMITID 

(F^ormoriy HoocMi Phormocoulicohi LxtMied) 

{’hatmao*uiic«ls • Agrochamtcals • Animal Health Pioducts • Biologicals 

AfuturefuUofpromise... 
in wMdi you can shore! 



Microbiologicat tosiino at ttia 
flosaareh Centro 

a range of quality animal health 
products. 

And Hoechst is the largest 
exporter of pharmaceuticals 
in India. 

Behind all Hoechst activity 
are two moving forces: 
Hoechsfs faith in research and 
Hoechst’s commitment to 
quality 

This is why Hoechst 
products are among the woild's 
most advanced. 


Hoechst 



556 



liew dty, coihpcnsaiion Was paid only to 
lanckwnen, as provided for in the Land 
Acqiii^tlon Act. Agricultural labourers and 
sharecroppers who were displaced received 
no compensation, and had to And alternate' 
employment in the neighbouring villages, or 
had to migrate from the area. Consequently, 
the workforce in surrounding villages 
experienced a marked increase in the 
proportion of agricultural labourers. 

In the secondary sector, between 1951 and 
1971 the share of mining remained constant 
around 14 per cent. The growth of employ¬ 
ment opportunities in Durgapur accounted 
for the balance 13 per cent of the workforce. 
Household industry, the only other sector 
for which data is available in the 1981 
Census, remained constam at 2 per cent in 
I9SI and 1971 before registering a marginal 
increase to 3 per cent in 1981. 

Trends in the tertiary sector indicate a 
stagnant economy between 1951 and 1971.*^ 
As data is not available in sufficient detail 
in the 1981 census, no meaningful com¬ 
parison can be made with earlier census 
data. In aggregate terms the share of the 
secondary and tertiary sector has increased 
by 7 per cent between 1971 and 1981 in the 
total workforce. This was however a period 
when employment opportunities in the 
mining sector increased following the 
nationalisation of the coal industry. 

(ii) Village Characteristics in Durgapur's 
Hinterland 

The villages surrounding the hinterland, 
as discussed earlier, did not receive any 
major infrastructural investments. Moreover, 
because of the contiguity factor, villages that 
on a map appear on the fringes of the city 
were in reality many kiioptetres away from 
planned and unplanned urban settlements 
of the new city. However, as the census tables 
provide information on villages, it would be 
useful to document some of their salient 
characteristics. 

Table 3 shows the changes in village si/cs 
between 1951, 1971 and 1981. The popula 

Table 3; Distribution oi Vii LAt.Es by Si/e 


(Per Cent! 


Population 

1951 

1971 

1981 

Nil 

II 

II 

6 

Below too 

II 

3 

6 

100-500 

33 

29 

18 

SOO-IOOO 

31 

23 

21 

1000 and over 

14 

34 

49 


Sourre: Census '^bles. 


tton Of an average village has increased from 
500 in 1951, to 800 in 1971, to 1,236 in 1981. 
In 1951 flve villages had a population of over 
1,000 persons, and the number increased to 
13 in'l97l and 15 in 1981. The frequency 
distribution of villages shows a gradual 
change from a normal distribution to a 
positively skewed distribution. 

Table 4 describes population trends in the 
six largest villages of the hinterland. The 
fourth column provides data on land not 
available for cultivation (normally a rough 
indicator of the extent of human 
settlements). The annual average rate of 
growth of population in these villages has 
been a steady 9 to 11 per cent per annum 
in contrast to the wide variations in growth 
rate in the Durgapur urban area. Although 
the rates are fairly high, the villages are still 
fairly small in population size. 

Two interesting inferences that emerge 
from the data are: (a) The percentage of 
cultivators in the workforce of these villages 
in 1981 was 16 per cent, or half the rate for 
the rest of the hinterland villages. As data 
on the secondary sector is not available; one 
is unable to draw any conclusion as to 
whether industrial workers in search of land 
for urban housing have begun moving to 
these villages. Agricultural labourers how¬ 
ever, constitute 32 per cent of the workforce 
(the same as in the other surrounding 
villages), (b) The area of land not available 
for cultivation has been less than one half 
the village area in all except one village. 

The villages around Durgapur, including 
the large ones, have been unable to benefit 
from induced uibanisation. They present a 
spectacle of poor amenities, large propor¬ 
tions of landless labourers and subsistence 
agriculture despite the large urban settlement 
nearby. 

The failure of strong linkages between 
Durgapur and its immediate hinterland is 
attributable to both natural factors and 
planning deficiencies. The major problem in 
the area has been the lack of adequate water 
and poor soil conditions. Intensive agri¬ 
culture is not feasible unless large invest¬ 
ments arc made in assuring water supply to 
the villages. There were some potentials for 
developing animal and poultry products to 
meet the requirements of the new city, but 
there was no economic plan formulated that 
sought to integrate rural production with the 
fast growing urban markets. In addition, as 
town planners had devoted their attention 
.solely to providing high quality infra¬ 
structural facilities to the planned townships, 
there were no resources available to finance 


Table 4: Selected Popui aiion and Land Statistics of Six Vii.i aoes 


Name of Village 

1951 

1971 

1981 

Per Cent Not 
Available for 
Cultivation 

Sarpi 

1715 

4328 

4595 

31 

Jemua 

1642 

2537 

3236 

47 

Icchapur 

1201 

2467 

2670 

29 

Bamunara 

1061 

1518 

2484 

24 

Srirampur 

2148 

2733 

3084 

26 

Dhubchururia 

277 

1512 

1968 

62 


Sourer. Census Ikbics. 


water supply, power and sewage lnye«»JW([B«|'fr 
in these villages. As discussed eaiUcs. 
in the villages like BeaacVuvy andWntin*«i 
which came within the city limits, wvrtt". 
mems in infrastructure were made decades 
later after persistent lobbying by traders, 
houseowners and residents who had by then 
converted the villages into unplanned urban 
settlements. 


CONCLUSIOS 

The experience of developing the new city 
of Durgapur reveals several weaknesses of 
town planning in a developing country. 
These are: 

(i) The danger of over-investment in plan¬ 
ned townships that are unable to cater to the 
requirements of wholesale trade, the housing 
and marketing needs of the urban poor 
participating in the informal sector. 

(ii) The danger of over-acquisition of private 
lands for public sector units. This policy 
prevents lands contiguous to built-up areas 
from acquiring their market values, and 
leads to large spatial gaps in urban 
settlements. 

(iii) The failure to recognise that a central 
business district is likely to emerge near 
wholesale markets rather than in the planned 
geographic centre of the town. 

(iv) The failure to physically and econo¬ 
mically integrate the hinterland of the city 
with the developed areas, resulting in the 
growth of economic and social dualism. 

Notes 

1 Data from 1951, 1971 and 1981 Census tables 
for Burdwan district. West Bengal. 

2 This paper is based on the author’s personal 
experience as subdivisional officer, Durgapur 
and joint secretary, Town and Country Plan¬ 
ning Department, Government of West 
Bengal. The paper draws heavily on two 
earlier reports prepared by the author: "The 
Effects of Urbanisation on Durgapur’s 
Hinterland’’ (1976), and “The Jangal 
Mahals: A Socio-Economic Survey’’ (1975). 

3 In the 1960s the Durgapur development 
authority took over the town planning func¬ 
tion for the entire urban area. While the 
Durgapur projeas continues to provide bulk 
water supply and electricity, the Asansol- 
Durgapur Development Authority (ADDA) 
today operates and maintains water distribu¬ 
tion, power distribution, and other infra¬ 
structural activities. Civic functions, .such as 
garbage disposal are undertaken by the 
Durgapur notified area authority (DNAA), 
a nominated body of non-officials and 
officials. 

4 See N Vijay Jagannaihan, “Informal 
Markets in Developing Countries", Oxford 
University Press, New York and Oxford, 
(1987 forthcoming) for an analysis of infor¬ 
mal markets. 

5 The hinteiland of Durgapur has been 
identified as 32 mouzas surrounding the 
Durgapur notified area. An idmtifleation of 
(he hinterland has been relatively straight¬ 
forward because there ate distinctly different 
sub-regions to the cast and west of the city. 
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% the wen, tiH Ruifuiti coalfleidf lepre* 
sent in am dominated by coal ndna bavina 
well-developed infiastructuie designed to 
meet the requirements of the collieries. 
Agriculture in this area is unimportant, lb 
the ean. agriculture and forests of Kanksa 
represent a distinctly pastoral economy. The 
Damodar river forms the southern geo¬ 
graphic boundary of the hinterland, while the 
northern villages of Faridpur PS are still 
poorly connectni with the city. The hinter¬ 


land is thus deflned as viUsges within five 
to ten kilometres of the city, which have fdtiy 
good road communications with Durgapur. 

6 Between the 1931 and 1971 Census Beports 
there is a problem of comparability of data. 
In 1931, occupations were covered in eight 
groupings coveting workers and their 
dependents. In 1971 those employed in 
Agriculture were classified as either culti¬ 
vators or agricultural labourers. Wibrkers in 
the secondary sector were described sepm- 


My for mining, hoiMdwid iBdusfatyifl^iia^ 
house-industry, and non-worhen wescinide 
a separate cat^oty. In IMl theproMem hai 
been compounded by the lack of detalla of 
the secondary and tertiary sectors. Ihble 2 
has attempted to compare the peroentage- 
w^ distribution of population m the 1931 
Census percentage-wise distribution of the 
working force in 1971 and 1981. This assumes 
that the number of dependents per worker in 
the various occupations remained constant. 


GUDIPADWA 

CIIPFR 

BUMPER DRAW 


FOR ALL SIX SERIES 

30 MAGNIFICENT PRIZES OF 

Rs.JlAKH 


30 PRIZES OF Rs. 10*000 
120 PRIZES OF Rs. 1.000 
1200 PRIZES OF Rs. 500 
12000 PRIZES OF Rs. 50 
120000 PRIZES OFRs.10 
1200000 PRIZES OF Rs. 7 
GUARANTEED PRIZE OF Rs. 7/- 
IN 10 TICKETS IN SEQUENCE 
TOTAL PRIZES 13. 33. 380 
DATE OF DRAW: THU 2ND APRIL1987 
PRICE OF A TICKET Rs. 2/- ONLY 
TOTAL PRIZE AMOUNT 

Rs.||^CRORE 42 LAKH 



HuiiAiusimiA smn lomiir 


D.aiRR 


338 



Glbbtu Economic Debacle and Corporate Power 

Frederick F Clainnonte 
John Cavana^ 

Four inter-related trends, it is argued in this paper, will be paramount in determining the global thrust of the 
largest of the transnational corporations in the remaining years of this decade. These are (i) stagnation of inter¬ 
national trade; (ii) stagnation or even a further plunge in primary commodity prices; (Hi) accelerating shifts from 
productive investment to speculation fed by an avalanche,of debt; and (iv) intensified economic wars. 


NOTWITHSTANDING the global capitalist 
economic debade, of which mass unemploy¬ 
ment and the devastating indebtedness of the 
US and the Third World are perhaps the 
most palpable manifestttions, the latter half 
of the eighties opens up new avenues for 
mammoth profits for many of the mega- 
transnational conglomerates. These have 
already spread their tentacles into the ser¬ 
vices sector. 

One of the El Dorados, partially gobbled 
up by the TNCs, with stUI more lusciows 
pickings in the offing, it ‘privatisation’ or, 
less hypocritically, denationalisation. The 
frantic onslaught engineered by TNC Big 
Capital, their political adjuncts and 
dangerously concentrated media coterie to 
bamboozle public opinion has gathered a 
thunderous momentum in recent months. It 
would be difficult to Hnd in the annals of 
political economy a more vicious and 
deliberately misleading notion. 'Due to form, 
this nostrum was fabricated by one of the 
mega-advertising agencies on the payroll of 
the Thatcher machine. 

This public relations ballyhoo on the 
alleged virtues of ‘privatisation’ is nothing 
more than a cover to grab ever larger sectors 
of national and global markets; sectors 
historically deemed inseparable from the 
national patrimony. Suffice it to underscore 
that it is precisely the world’s top 200 cor¬ 
porations that will pounce and devour the 
bulk of this patrimony placed on the auc¬ 
tion bloc at knockdown prices. It is the 
ideological substitute for the no less frau¬ 
dulent cliche of ‘peoples capitalism’ con¬ 
ceived and brandished by the Voice of 
America in the 19S0s. 

Appropriation of the national patrimony 
now engulfs the entire spectrum of public 
goods and services: from railways to airlines, 
from telephones to radio and television; 
from mines and national forests to rauni- 
cipal water facilities; from real estate to elec¬ 
tric power generation; from telecommunica¬ 
tions to engineering complexes; from banks 
to advertising agencies; from oil fields to 
insurance companies, etc.' 

Colossal as are the magnitude of the theft, 
in a way these are but the final insipid 
lurches of gamblers desperately seeking a 
way out of the crisis that has overwhelmed 
and demoralised them. 

The Reagan/Thatcher/Chirac/Kohl and 
NakasoiM political ctmsonium, coupled to 
the servitors of Big Capital in the World 
Bank and fhe IMF, l^the inherent annexa¬ 
tionist ttedencies witidn capital accumula¬ 
tion egnnot, howc^r, remain content to limit 


their depredations to the more advanced 
segments of the capitalist universe. Hence 
their drive, with no less fanatical zeal, to 
demolish the national patrimony within the 
third world as well. 

US Secretary of State George Shultz syn¬ 
thesised the rudimentary nature of this 
exterminatory offensive in his recent African 
tour. American aid programmes, he stressed, 
were “designed to encourage governments to 
reduce state control over rhe private sec¬ 
tor. .. There is a wealth of entrepreneurial 
talent waiting for the right incentive!’ 

It is doubtful whether the veiled threats 
of the corporate inspired political consor¬ 
tium, articulated in these time-worn plati¬ 
tudes, can be an effective bulwark against 
the intensiHed pressures for debt write-offs 
and default which is on the top of the 
agenda. Brazil’s repudiation of interest 
payments on Februry 20, 1987, has opened 
up an entirely new fighting front in the third 
world’s battle to loosen the shackles of its 
global debt now exceeding S l.iS trillion. 

Scuttling of the national patrimony calls 
for the familiar ‘structural adjustment’ 
prescriptions of the World Bank and IMF:, 
liquidation of price controls, greater private 
access (i e, of corporate capital) to markets, 
elimination of trade barriers, sharp cutbacks 
in public sector enterprises and th^ ultimate 
shift into the corporate citadel. The co'- 
porate exhortations continue to blare, but 
now the record is audibly cracked. The 
leverage of Shultz and others of his politico 
corporate persuasion is substantially en¬ 
hanced by debt payments gouged from the 
underdeveloped world by TNC banks and 
their political consortiums. 

The Top 200 

Concentration of corporate power (i c, of 
capital accumulation) has scaled stunning 
summits. The world's top 200 private sector 
corporations (i e, one whose equity can be 
transacted on stock markets) recor^d sales 
that surpassed $ 3.06 trillion in I98S, or 27 
per cent of the non-socialist world's gross 
national product.^ Aggregate 198S sales 
signal a marked escalation over 1960, when 
the top 200’s sales were the equivsdent of 17 
per cent of gross national product. 

In compiling this table, the authors 
emphasise that all corporate sectors were 
in^^igated; from mammoth industrial com¬ 
plexes to retailers; from multi-commodity 
traders to financial conglomerates; from 
highly secretive family-owned Arms to 
South Africa’s elusive mega-conglomerates. 
Despite their fabulously produced glossy 
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annual reports, the top 200 remain the 
comtemporary embodiment of a complex 
of wholly unaccountable economic and 
political power. 

The evolution of this power must be 
studied within the accentuating economic 
maelstrom that has dragged in its wake tens 
of millions of unemployed’ and colossal 
surplus industrial capacity. For some time, 
Aetknii world’s unemployed have literally 
ceased to be counted, a portent of grimmer 
things to come; and, in already one OECD 
country, Ireland, the jobless have now 
climbed to over 20 per cent of the labour 
force. 

Under the battering of collap.sing com¬ 
modity prices, spiralling debt service 
burdens, and a no less gigantic protectionist 
wall—one that can be expected to attain 
record heights in 1987—most peripheral 
economies are sliding backwards. The poig¬ 
nant words of the Economic Commission 
for Latin America’s recently published docu¬ 
ment can be generalised for the entire third 
world: “The fall in living standards of vast 
sectors of the Latin American and Caribbean 
population has taken on proportions which 
would have been unimaginable a few years 
back!’ 

When one refers to the often used and 
abused word ‘crisis’, the simple but obvious 
question ari.ses: crisis for whom? As we have 
demonstrated over several years in oui 
researches on corporate capital, it would be 
inappropriate to use the designation ‘crisis’ 
to portray the performance of the current 
top 200. 

THE GijObal Reach 

IWo countries (US and Japan) account for 
71 per cent of all the current top 200 cor¬ 
porations and 76 per cent of total sates. 
Alone, the US encompassed 104 Arms, 
spearheaded by Exxon and Mobil; the auto 
leaders General Motors and Ford; the retail 
giants Sears and K-Mart. At the head of 
Japan’s 38 stand the ubiquitous Sogo 
Shoshas, the legendary trading arms of 8 
conglomerate groupings engulAng hundreds 
of servict; manufacturing and primary com¬ 
modity subsidiarie.s. 

These Andings understate the pervasive 
concentration of Japanese capital, and the 
power that springs from such corporate 
muscle: these pioneers of conglomerate 
capitalism, as all TNCs, have sedulously 
avoided public disclosure of their con¬ 
solidated balance sheets. In these practices 
they have been abetted by a handful of giant 
accounting Arms, masters of balance sheet 
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manipulation, which are themselves a tigntly 
knit oligopoly If two or more countries are 
added, the top four embrace 87 per cent 
of sales, 12 scramble for the remaining 
13 per cent 

A word of warning on the sales tigures of 
the non US corporations is in order Con¬ 
version of one currency into another always 
creates difriculties for comparative analysis 
Differential prices and cost of living struc¬ 
tures are major contributions In recent 
years, the problem was compounded by an 
overvalued dollar, understating non-US sales 
figures converted into dollars 

Ihis partially explains the inordinately 
high number of US firms among the top 
200, one that undoubtedly will be changed 
drastically in 1986 and 1987 by the dollar’s 
staggering depreciation Given the dollar’s 
pathological atllictions—to use the most 
mellifluous of terms —the descent of Reagan’s 
dollar presages its liktl> collapse during 
1987 

In yet othci wa>s this corporate phalanx 
does not convey an exhaustive picture of the 
global aggregation of economic power as it 
excludes public sector enterprises Indeed, 
38 public sector firms recorded sales above 
the S S 7 bn cut off point lor the top 200 
This omission is of particular relevance to 
France which, after the social democratic 
ascendancy in 1981, nationalised important 
segments of the economy, now being chop 
ped under the new dispensation 

l\vo thud world economies, namely the 
Republic of Korea and Brazil have made 
inroads into the top 200 Striking is that the 
former with its five mega conglomerates, 
exhibits greater private corporate firepower 
than Italy Switzerland and France The swift 
climb to such rungs of the global ladder 
would nonetheless have been inconceivable 
without the permanent and unstinting hand 
outs of the Seoul government over several 
decades, eradication of the trade union 
movement recourse to the pervasive deploy 
ment of torture and politic d terroiism the 
consequent push to subsistence wages and 
corporate strategies that die in their overall 
design, a replication of the Japanese Sogo 
Shoshas 

DLKI Cil LAIOKY IMFAC I 

Concentration among the lop 200 is also 
gathering speed due to the deregulatory 
tempo clearly manifested in all dominant 
capitalist economies Once upon a time, the 
United States had the most articulate anti 
trust tiadition Lffective enforcement has 
been, of course, quite another story, but even 
that tradition'* which proved innocuous in 
stemming the tide of concentration is being 
shed 

The anti trust division of the Justice 
Department and the Federal lYade Commis 
Sion (FTC), while still paying their homage 
to anti trust operations, have bulldozed such 
legislation into the shadows of time By the 


exigenaes of Big Capital there ts no need for 
legal circumlocution, the nail is hammered 
by the imperatives ot global market con¬ 
quest, the drive for enhanced competi¬ 
tiveness, and, to be sure, the fierce an 
tagonisms that are already tearing at the 
vitals of the international economy 
What may appear unpalatable to some is 
that the three major trading capitalist blocs 
(EEC, North America, Japan) are at each 
other’s throats, and the third world with all 
three, notably over trade in farm com¬ 
modities, services and low tech manufac 
tured goods, such as textiles ’ Symptomatic 
of one facet of this bloodletting is Reagan’s 
constant threat of using the protectionist 
bludgeon to impose his policies 
The US trade deficit (which touched a 
record S19 2 bn in November 1986), to take 
but one sensitive indicator, underlines the 
dollar’s debility which continues to skid not 
only against the D mark (recording a series 
of SIX year lows) but staggeiingly so against 
the yen, more than 40 per cent in one year 
Obviously, It cannot continue to be saved by 
the purchase of billions ot dollars provided 
by the central banks of the F RG and Japan 


Indeed, a couple of years ago, a monthly 
trade deficit of this size would have been 
judged as awesome, even as an annual figure. 

What, It may be asked, is the mam global 
thrust that will shape the top 200’s trajec¬ 
tory in the remaining years of the current 
decade** From the vantage point of early 
1987, four inter-related trends are para 
mount stagnation of international trade, 
stagnation or even (which is more likely) a 
further plunge in pnmary commodity pnees, 
accentuating shifts from productive invest¬ 
ment towards speculative frenzies fed by an 
avalanche of debt, conspicuously so in the 
US, and intensified economic wars 

Stagnating Trade 

As against the fifties and sixties, when 
international trade grew at yearly rates of 
around 8 per cent, since 1980 it has ground 
almost to a halt, hovering under S 2 trillion 
for the first six years of the decade (table 
2) The implications of these numbers, 
macabre as they are in the aggregate, are tar 
more catastrophic for third world countries 
In 198S, the most recent year for which 
global trade data are available, their exports 


1 ABi t 1 WoRi D s Top 200 Private Si cit>r Corporations, 1983 


Country 


No 

Per Cent 

Sales (S bn) 

Per Cent 

U5»A 


104 

580 

1615 7 

32 8 

Japan 


38 

19 0 

704 1 

23 0 

FRG 


IS 

7 5 

1766 

58 

UK 


11 

5 5 

1581 

51 

Netherlands/UK 


2 

10 

103 3 

34 

Canada 


8 

40 

67 5 

22 

Korea, Rep of 


5 

25 

53 2 

17 

Israel 


3 

1 5 

39 2 

1 3 

South Africa 


3 

I S 

29 8 

10 

Switzerland 


2 

10 

24 6 

08 

Netherlands 


2 

10 

24 2 

08 

Italy 


2 

10 

216 

07 

Brazil 


2 

1 0 

151 

05 

Sweden 


1 

05 

100 

03 

Belgium 


1 

05 

98 

03 

I ranee 


1 

05 

94 

03 

Total 


200 

1000 

3.062 4 

1000 


Sources Calculated from data in horbes, Fortune and other trade sources 


Table 2 Growth of Wori o Meri handisf Tradf and Output, 1960 1985 
(Average annual percentage change in volume) 



1960/69 

1970/79 

1980/83 

1984 

1983 

Production 

All merchandise 

6 

4 

0 

55 

3 

Agriculture 

25 

25 

2 

50 

2 

Mining 

5 

35 

-35 

0 

-2 

Manufacturing 

7 5 

45 

1 

7 

4 

Exports 

All merchandise 

85 

55 

05 

93 

3 

Agriculture 

4 

3 

IS 

4 

1 

Mining 

65 

25 

-55 

2 

-2 5 

Manufacturing 

10 5 

75 

2 

12 

6 


Sole Dovv nul include tiadc in services 
Source GATT and CNUCED 


360 



Graph: trend in commodity pricis* 



Note. * As seen in bi-weekly value of Commodity Research Bureau Futures index and 
crude oil futures prices in dollars per barrel. 

Source. Based on the Commodity Research Bureau Inc; New York Mercantile Exchange. 


<liy value) bunged bdow 1984 levds by more 
than 5 per cent; imports by over 6 per cent. 
In ^orUthe dtiid world was literally squeez¬ 
ing net export surpluses from their already 
haemorrhaging economies. These policies 
have thereby generated a drastic cutback 
(albeit a di^erentiai one) in both imports 
and exports. 

These net export surpluses are not simply 
unsustainable in the medium-term; but, ^ 
this is of the essence, unsustainable beyond 
1987, with repercussions that should be more 
than readily apparent on the world economy. 
BrazU's experience stemmed from over four 
years of sustained bleeding inflicted by the 
deep debt wound, and dozens of IMF 
imposed austerity diktats. It points to one 
inescapable ethical conclusion: an uncom¬ 
promising repudiation of the trillion dollar 
debt must inevitably prove contagious. 

While the upshot of such contractionary 
policies contributed within the dominant 
capitalist blocs to slash inflation to a 2S-year 
low, they could not diminish unemployment 
from its 50-year high. Nor could they be 
expected to do so since—as cause is to 
effect—both of these phenomena were 
inextricably enmeshed. 

Plunging Primary Prices 

Not only did wave after wave of dollar 
depreciation, combined with their own 
incessant national currency devaluations, 
slashed third world imports from the leading 
OECD bloc by tens of billions of dollars, 
but also flooded world markets with primary 
commodity exports from the debt-ridden 
countries, thereby aggravating the crisis of 
over-production. The third world, by the 
rules of the corporate IMF game, was 
exporting (by volume) more and more, but 
getting less and less. In an already stagnating 
world market, this was the perfect recipe for 
disaster. Across the primary commodity 
board, prices plunged* (see graph). During 

1986, commodity prices plummeted to nine- 
year lows with an average 9 per cent drop 
over the course of the year. 

The dollar’s depreciation (or its syste¬ 
matised devaluation which is tantamount to 
the same thing) will plunge still further in 

1987, accentuating the turbulence not only 
within foreign exchange markets, but also 
the predicament of the third world’s primary 
producers. This is so because prices of most 
primary commodities are denominated in 
dollars, which means that countries with ap¬ 
preciating currencies (i e; Wst Geimany and 
Japan) will be obtaining their primary com¬ 
modities at considerably lower prices. 

Further, while it may be true (and that 
itself is Ughly dubious, given the non¬ 
competitiveness of American industry and 
agriculture) that such dollar devaluadom/ 
depreciations may boost American sports,’ 
cheaper primary commodity prices will 
serve, in part, to offset their rise in eiqiort 
prices. Whether, and to what stent, Wnt 
German and Jmianese sports will be 
trimmed or augmented remains to be seen. 

^Mciflcallyi cotton jxices, wlueh began in 
1986 at 63 cents per pound, fell m low u 


26 cents, leading one analyst to lament that 
“you have got to go back to the US Civil 
War (1861-1865) for that kind of pncef’.* 
Coffee prices descended from a high of 
S 2.74 per pound in January to $ 1.40 by the 
year’s end; tin from $ 3.59 per pound to 
S 2.51; tungsten from $ 58 per metric ton to 
$ 36. Just when some analysts in the US 
maize trade were beginning to believe that 
the market had hit rock bottom, a renewed 
slump pushed prices to their lowst levels in 
14 years.* 

Sugar prices continued in the 5-6 cent per 
pound range despite production costs that 
were more than double the world’s market 
price in almost all major producing coun¬ 
tries. Petroleum prices slipped from over 
S 25 per barrel to less than S 10 and ended 
1986 at $ 18, a drop which hit both developed 
and third world producer countries. These 
precipitous price drops, taken in the ag¬ 
gregate since the opening of the decade; have 
spelt the cumulative loss of hundred of 
billions of dollars in export earnings for the 
third world. 

Debt and Speculation 

Returning to the top 200 what, it may be 
asked, are the implications of this sustained 
global stagnation for transnational capital? 
In view of the chronic overcapacity in 
productive sectors—of which steil and 
shipbuilding are but prototypes in manu¬ 
facturing—there are fewer and fewer lucra¬ 
tive productive outlets for the top 2(X>’s 
capital accumulation. Massive accumulation 
at one end of the spectrum is being part¬ 
nered by no less massive capital dis-accu- 
mulation at the otiier. 

Corporate accumulation is thus canalised 
into two inter-penetrative directions: specula¬ 
tion and corporate armcsiation. ^reculation 
continues to be fuelled by dci^ulation of 
rinancial markeU (whidb, in London, has 
acquired the sobriquet ‘Mg Bang’)'*’ and 
the wild proliferation of specuiative finan¬ 


cial instruments such as the ‘go-go thrifts’, 
stock options, and an extensive assortment 
of new futures markeu, etc This mountain 
of paper is acknowledged for what it always 
has been: financial debauchery that would 
make the 1920s look like child’s play. 

Tidal waves of corporate aggrandisement 
are not only lestuqiing the repulsive corporate 
landscape of which the recent Guinness/ 
Boesky/Morgan Grenfell revelations are 
hideous renunders. In the stricken US 
economy, corporate and other debt has risen 
to a wholly unacceptable pitch. 

The cumulative explosion of this debt 
bomb, coupled to an already stagnating 
economy," is pushing the US economy into 
what Prmident Herbert Hoover (1929-1933) 
once designated as “the big black hote^. 
Indeed, many of the ugliest traits of the cur¬ 
rent crisis bear a terrifying similitude to 
1929. But this time the stakes are immensely 
higher and the detonator immensely bigger. 

Corporate Annexations 

Merely in the US, corporate debt topped 
$ 2 trillion. Its gro^ is best glimps^ in 
a comparison of the ratio of dri>t to net cor¬ 
porate income. H>r many years” it avenged 
70 per cent of net income; by end 1986, it 
leaped to 90 per cent. A record S 230 bn of 
new corporate offerings, including straight 
debt, asset-backed securities, collateralised 
mortgage obligations, convertible securities 
and floating rate debt hit the financial 
markets in 1986, double the record of $ 104.9 
bn in 1985. 

This debt exjtiosion is exemplified by 
leverage buyouts,” borrowing to fiiumce 
corporate annexations, i e; the case of 
Chevron Corp, whose (Mt climbed to $ IS.S 
bn when it acquired Gulf Corp for a record 
$ 3.2 bn (1984); financing acquisitions with 
junk bonds;'* hectic borrowing at any cost 
to repurchase corporate stock to repel 
predatory raiders and greenmailers,” etc. 

The upshot of these practices, corporate 



umcxatlcm antf die fiitandal instrumaitt 
used to consummate their purpose have 
shaken the roots of US industiV and finance 
capital. This is so because a corporate 
takeover demands a price for both the victim 
and his predator. The kind of money used 
is borrowed at short term rates, and are thus 
susceptible to oiormous fluctuations in 
interest rates. In the eventuality of a sharp 
downturn of the business cycles or if intetest 
rates climb, the financial foundations of a 
given corporation are threatened, which 
invariably exercises a ripple effect through¬ 
out the flnancial community. 

Moreover, such debt exercises a far- 
reaching impact on management decision¬ 
making: the medium-term outlays for 
research and development; capital investment 
and domestic and international marketing. 
Related to this, and in part stemming from 
it, is the quasi-paralysis generated within a 
corporation by the unremitting psycho¬ 
logical traumas of chronic debt and omni¬ 
present predators. The ineluctable logic of 
this process is that the hollowing out of US 
industry (the apt Japanese designation) will 
gather momentum, thus making it even less 
competitive on international markets. And 
this, irrespective of the desperate expedient 
of wave after wave of dollar devaluation/ 
depreciation. But, of course, US industry is 
not a solitary voyager. 

Shakeout in Agriculture 

In the fifth consecutive year of the grim¬ 
mest agricultural depression in more than 
five decades, US farm debt by end 1986 stood 
at around S.220 bn,'* notwithstanding that 
the support costs grew six-fold: from $ 4 bn 
(1981) to $ 2S.8 bn in 1986.'^ In themselves, 
jthese numbers say nothing of the appalling 
inequalities and large-scale concentration 
that have spurted ahead; these policies 
were deliberately pushed by the Reagan 
administration. 

It remains the logical emanation of 
policies by a ruling political phalanx that 
had ordained mass unemployment as the 
desired outcome of the “magic of the market 
place".'* Although spending on US farm 
programmes (one measure of US protec¬ 
tionism) was boosted six-fold over the last 
five years, the bulk of these financial outlays 
enriched fabulously an exiguous number of 
agribusinesses with intimate connections to 


the two dominant politick, formationa. 

In 198S, two-thirds of American farms did 
not receive price supports. Of the one-third 
which did, one-fifth reported sales of over 
S 1,00,000 and they received 70 per cent of 
the paymentt. During 1986, 12 per cent of 
those receiving cotton subsidies got more 
than half the aggregate price support pay¬ 
ments, while certain giant corporate farms 
receiv^ millions of dollars. 

The overall number of farms fell by 9 per 
cent between 1975-1985; and those with 
annual incomes of less than $ 20,000 
dropped by more than 60 per cent.'* The 
human costs of such concentration and in¬ 
debtedness,** labelled euphemistically 
‘restructuring’, can better be gauged by these 
two news stories reported in The New York 
Timer. 

In December 1985, a financially troubled 
farmer in Long Itee, Iowa, walked into a 
bank to cash a check. The teller knew the 
man. Not so long ago^ that would have been 
enough security. But small towns ate troubled 
too, and threatened livelihood breeds cau¬ 
tion. The check was not approved. Within 
an hour, that farmer, once an affluent pillar 
of the community, had killed his wife, the 
bank president and a neighbour. Then he 
killed himself. 

The second is the immense bitterness and 
sadness of a social worker who tells the story 
of a young family that lives on $ 9,000 a year 
and works 16 hours a day, and is righting 
to maintain even that hard life; the families 
who stop attending church in financial 
embarrassment; the men who played on the 
same high school football team, but never 
speak; the teenager who refuses to answer 
the telephone—he fears that the caller will 
want his father and that his father will kill 
himself out in the barn.*' 

Bank Liquidation 

Related to the current shake-out in the 
farm and oil sectors has been the liquida¬ 
tion of the small- and medium-sized banks. 
For the fifth year in a row, bedevilled by the 
crisis in the farm and energy sectors, the 
banks have been battered by a record 
number of failures. A total of 138 US 
banks** collapsed during 1986, a record 
since the Great Depression.^ 

As of mid-December, the Federal Deposit 
Insurance Corp (FDIC), which insures 


depotltt'at- Pe^: 

banks (out of 14,948) whow tkipo^ H 
moniton and insures, on the danger lisL Ylie 
1986 figure was the greatest nun^ of bank 
frilures since the FDIC was created in 1934: 
10 (1981): 42 (82); 48 (83); 79 (84); 120 (85^ 
and 138 in 1986. In 11^7, according to baidc 
regulators, this number is expected to be 
equalled or outstripped. 

In comparison, during the latter period 
(1934-39) of the Great Depression bank 
failures averaged 67 a year, or half the cur¬ 
rent rate. But, as with the ^nt farms, such 
loss of proritability does not apply to the 
giants of US finance capital. Net income of 
the big banks jumped nearly 50 per cent in 
1985.** 

Comparative earning statistics are elo¬ 
quent; banks with $ 5 bn or more in assets 
posted a 49 per cent overall increase (1985), 
while those with assets telow $ 100 m (that 
is 80 per cent of all US banks) sustained a 
16 per cent decline By 1990, around 40 per 
cent of US banks will have been pushed to 
the wall. 

Public Sector debi- 

To this triad of corporate farm and bank 
liquidations is added the staggering con¬ 
sumer debt of over $ 2 trillion. But over¬ 
hanging this enormous burden is the spectre 
of national debt of $ 2.4 trillion, or $ 10,050 
for every man, woman and child in the 
United States. Federal interest rate payments 
on this gigantic sum is made by the IhrasuFy. 
For the 1988 trillion dollar budget, interest 
on debt will account for 19 per cent, or 
around $ 210 bn,** up from $ 90 bn in 1983. 

But the numbers game is not yet finished: 
as an addicted debtor the US must borrow 
(true, at reduced interest rates which gives 
it a modest respite), S 170-200 bn to cover 
the gap between its outlays and receipts. The 
US debt mountain, to use the colourriil 
imagery of The Economist, would make the 
Rockies seem as flat as a prairie Its net 
foreign debt is over S 200 bn; by 1990 this 
debt will top S 500 billion. Hence it must 
continue to borrow, at a mininvum, $ 100^ 
billion a year. Such borrowing is based on 
the very questionable assumption that Japan 
(amongst others) will continue to pour back 
its colossal trade surpluses and savings into 
what, increasingly, will become worthless 
bits of dollar paper. 

Such lethal debts, stemming from the 
policies of an ignorant politico-corporate 
oligarchy which has failed to understand the 
deeper essences of national interests, will 
wreck havoc not merely on the US economy, 
but by their very implications for inter¬ 
national trade and finance capital on all 
segments of the global economy—and that 
in very quick ortJer. 

The United States is not only by far the 
world’s largest cMitor; but, like ^ operatm 
of a crooked casino whose green tables art 
daily rigged, it sets the rules of the game 
The Reagan cabal has placed its cathM 
society beyond the clutches .of the IMF 
medicine men whom it unleashes so savagdy 
on others. But it is perhaps one of the 


Table 3; Net Foreion Purchases of US Securities 

(5 billion) 



IVeasury and 
Agencies 

Corporates 
(IncI Euro 
Issues) 

Equities 

Total 

1981 = 100 

1981 

7.0 

13.2 

5.8 

26.0 

100 

1982 

12.8 

17.0 

3.9 

33.7 

130 

1983 

16.9 

11.0 

5.4 

33.3 

128 

1984 

26.6 

28.6 

-3.0 

52.2 

201 

1985 

24.8 

44.4 

5.0 

74.2 

285 

1986 

68.4 

47.5 

20.0 

135.9 

523 

1987* 

72.0 

50.0 

30.0 

152.0 

585 

Grand Total 

228.5 

211.7 

67.1 




Now. • Projected. 

Sower. Salomon Borthers Inc 
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greatest delusions nurtured by the US 
politico-corporate machine to Mieve that 
they are unaccountable The glaring and 
simple truth, with its devastating impliui 
tions, IS apparently beyond its grasp, and 
that IS that US sapitalism in its totality is 
living on borrowed time and borrowed 
money 

iNrtNsiFiED Economic WARi-ARb 

US economic profligacy and its crumbling 
dollar IS being financed by world savings, 
not only from Japan and capitalist Europe 
but by the institutional creations and 
creatures of the US politico corporate 
complex as the likes of the Somo/as, the 
Duvaliers, the Maaos’s, the Pinochets. 
Mobutos, etc But capital inflows, as 
outflows, are not things of fixity and 
permanence 

Within 1986 alone several major US cor 
porations, or some of their subsidiaries, were 
acquired by non US corporations, including, 
Chesebrough Ponds by Unilever (tor J 3 1 
bn), Celanese Corporation bv Hocchst 
{$ 2 85 bn), SMC Corporation by Hanson 
iVust (S 900 m) and Ooubleday by the West 
German publishing group Bcrtelsman 
($ 475 m) lb which should be added the 
take-over of Pairchild, the serni tonductor 
firm, by a Japanese firm 
Translated into human terms these 
crushing global annexationist oftinsises aic 
generating at another pole an historically iiii 
paralleled act umulation of death and im 
poverishment for hundreds of millions and 
this not only m the underdeveloped segnitni 
of our universe 

^Otl•s 

1 Based on the latest budgetiis estiniale the 
Reagan adminislr ilion hopes to j iin (1988) 
$ S bn by the sell oil 

2 The combined grois national product loi 
the non socialist wtwid was ippioximately 
$ 11 5 trillion in I98S 

3 As a result ot the most ngoious cost cut 
ting measures and the inlioduciiun nl new 
technologies, the largest VK) US companies 
slashed I ^ m )obs trom Iheir pas rolls bet 
ween 1982 and 1983 Hall Sliee! Journal 
May 20 1985 These numbers seist to 
repudiate the myth that TNCs are lob 
creating institutions Between 1972 and 
1983, 58 leading UK mamilaetuiing TNCs 
cut domestic employment by os er 6 00 000 
or nearly a third of all manutacturing jobs 
lost See John Stopfoid and Louise Ilimer 
“Britain and the Multinationals London, 
John Wiley, 1985 

4 The New Deal in this context changed 
nothing, but it engendered illusions seen 
in Franklin Delano Roosevelt’s second 
inaugural address (January 20, 1937) when 
he noted that the admmistration had made 
the exercise ot power more democratic, “tor 
we have begun to bring private autocratic 
powers |c g, corporate power] into their pro 
per lub^nation to the government of (he 
people” 

5 On this score, the writing is visibly on the 


wall India's commerce numster has already 
fired an unequivocal warmng shot “Forty 
per cent of our trade imbalance is with the 
ETC—India's most important trading 
partner Unless our purchasing power 
increases, we will be unable to carry on 
importing goods 'rom the EEC" 

6 For a commodity by commodity break 
down see UNC7AD Monthly Bulletin o/ 
Commoditv Prues 

7 US exports alone to Latin America fell by 
25 per cent from 1981 to 1985 a figure that 
would be more or less ot the same order 
of magnitude tor the majoi capitalist 
ccononnes to the third world O.ven that the 
collapse of non oil commodity prices shows 
no signs ot lifting and the concormtant level 
of debt still rising theie can be no anit 
cipated changes in the rigorous import 
rationing policies ot the third world 

8 Halt Street Journal, January 5 1987 

9 Financial limes January 7 1987 

to It has eliminated fixed commissions from 
UK equity maikets, and many traditional 
barrieis among institutional functions 

11 f jr 1987 the administration forecasts real 
growth rate ot 3 2 per cent This forecast 
like Ihc delibttatcly exaggerated primary 
coinmodiiy forecasts ot the World Bank is 
uiicriv trauduleni 1 he latest (I986) dau by 
the commerce department belies such public 
relations stunts For the last three months 
of I986 the US economy expanded at a real 
annual talc of around I 7 per cent I oi 
I986 as a wliole it grew 2 5 per tent wav 
below the administration s absuid forecast 
of 4 oer tent 

12 Hashinglon Post January It 1987 

13 These are not as expensive as straight 
acquisitions because assets of the company 
being acquired are used to secuic tiiianc 
mg It liipperis when a corporation s ruling 
body puts up onlv a small part (5 10 per 
cent) ot ihc co^t of buying the .ompany ind 
borrows ihe rest To this end it uses as lo' 
lalcial the acquired corporations issets 

14 Junk bonds are the linchpin of the takcovci 
time These are high yielding lOUs wul 
low credit ratings Among the sc know 


ledged masters of junk bond financing is 
Drexel Burnham Lambert, the investment 
banking house 

15 Greenmail, Wall Street’s appellation for cor 
porate blackmail, is a takeover defence used 
by corporate management to buy out cor 
porate raiders It involves a raider’s agree 
meni to sell back a block of a company’s 
stock at a premium 

16 According to an estimate of farm resear 
chers at (he University of Missouri, $ 50 bn 
of that debt will never be repaid This is a 
mimmum, a more accurate count could well 
be double that estimate 

17 This amounts to a direct payment ot more 
than $ 16,000 to each of the 16 m farm 
families 

18 The formula is the creation of Reagan’s 
ghost writers 

19 Ub farming is struck with a double crisis 
financial and demographic 30 per cent of 
farms are owned by persons over 65, and 
only 6 per cent by persons under 35 

20 Likewise, also m the United kingdom, 
prices of farm land (which is the sector’s 
main asset) fell by 20 per cent trom their 
already depressed 1985 levels fhe ratio bet 
ween debt and income is climbing, one third 
of all farm income is destined to service 
debt 

21 The /Vew iork limes, January 4, 1987 

22 In addition, 21 savings and loan associa 
tions folded up in 1986 a post depression 
record Compounding 'his bankruptcy is 
that around 250 thrift institutions, whose 
deposits are insured by the 1 cderal Savings 
and loan Insurance Corp are in big 
irmibk 

23 Hall Slretf Journal lune 19, 1986 
Bankruptcies and liquidations are mcreas 
inglv accompanied by mergers Between 
1981 and end 1986 these mergers exceeded 
5 52 billion and the number of banks with 
S s hn (oi more) in isscis has doubled since 
1980 

24 11ns IS th« thud I irgist budgetary item af 
militarv expenditures (28 per cent) I 
social siciirilv (22 per cent) 


APPOINT NTS 


Centre for Social Studies 

U 1 versity Campus 
jurat 39S 007 

The Ceri''e a multi disc pi nary re,^earch institute Andes congenial academ c 
enviionmert to (.uisue empirical research in il sciences The Centre has a 
few faculty openings at various levels Seme How Fellow and aI(oc ate The 
positions conespond to the unis/ersity po"" t is Correspondence is invited from 
the scholars of different disciplines in Sxial Sciences M scholars interested 
in studying western India in general ' Gujarat in p^Jfcuiar are preferable 
Scholais from Scheduled Castes a fnbes will be giveftipreference 
Those interested may corre^r'^hd with the D rector along with detailed 
curriculum vitae before 30th ''pril 1987 Those who have applied earlier need 
not apply again 
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DISCUSSION 


Shielding the Real Enemy 

Sudheendra Kulkarni 


TO mark the conclusion of the UN Inter 
national Peace Vsar, the International Peace 
Year Committee (IPYC) recently conducted 
a four-month long mass peace campaign 
Besides organising an artists’ workshop on 
peace, a students youth cultural festival for 
peace and a ‘human chain’ for peace bet 
ween Bombay VT and Hutatma Chowk (in 
which nearly 1,500 people participated), the 
IPYC conducted a signature campaign on 
an appeal addressed to president Reagan 
general secretary Gorbachev and the heads 
of states of the Indian sub-continent Ihe 
appeal, which was signed by over 1,600 peo 
pie was subsequcntlv published as a fully 
paid advertisement, along with the names 
of all the signatories (Indian Express, 
January 31, 1987, Bombay edition) 

The appeal made the following demands 
of the US president (1) To join the mora 
torium on nuclear testing without further 
deal, ( 2 ) lb refrain from developing and 
testing the Star Wars system, (3) To withdraw 
his declaration of intent to rescind the SALT 
agreement and to continue to comply with 
their limitations, (4) To lespect the Indian 
Ocean as a zone of peace, to dismantle the 
military base at Diego Garcia and refrain 
from establishing new bases in Pakisun and 
Sri l,anka, (5) To eliminate completely all 
kinds of nuclear weapons by 2000 AD 

The IPYC made three demands of the 
CPSU general secretary, which included 
demands 3 and 5 mentioned above. Demand 
1 was modified m this case, urging Gorbachev 
to “continue the moratorium on nuclear 
testing and make further initiatives tor the 
cause of disarmament’’ Thus, demands 2 
and 4 (in the list above) were not made in 
the case of the Soviet leader htnally, the 
IPYC appeal urged the heads of the states 
of the Indian sub continent “to declare the 
Indian and the Indian sub continent as a 
zone of peace, fr-e of nuclear weapons and 
all kinds of military bases of the nuclear 
powers’’ 

This brief introduction we hope, will help 
readers in following our icioinder to Praful 
Bidwai’s polemical criucism of the IPYC in¬ 
itiative (EPW, February 7) Also this writer 
wishes to clarity that he is writing this in his 
individual capacity as an activist and 4 
signatory of the IPYC appeal, and not on 
behalf of the IPYC (which, after all, is a ten 
tative collective of over three do^n disparati 
mass organisations) 

In a specific apparaisal of the IPYC cam¬ 
paign, Praful criticises it fo^ making five 
demands upon president Reagin, three upon 
general secretary Gorbache# and only one 
upon the heads of the governments of the 
Indian sub continent, (b) displaying (‘the 
height of irresponsibility’ by ‘fudging’ the 
issue of making the South Asian NWFZ the 
‘principal’ plank of a nuclear disarmament 
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campaign in this country, and (c) “tying the 
demand for a south Asian NWFZ with the 
perspecuve for the Indian Ocean bcconung 
a zone of peac' and for the nuclear bases 
being removed from the sub-continent’’ 
Praful IS convinced that “the priorities of 
this tendency clearly he more m the direc¬ 
tion 01 attacking the peace movement (sic') 
rather than in developing a critique of the 
Indian government’s nuclear policies, its ac¬ 
tive pursuit of the weapons option till 1974 
and Its subsequent refusal to close it’’ 

He has picked out the lYPC initiative, 
along with the perspective of the Social 
Svientist Study Group (SSSG), as articula¬ 
ting a “new tendency” in the country “which 
IS deeply conceined about global disarma 
ment, but which, curiously enough, is vir 
tually silent on the criticsJ issue of South 
Asia’s steady march towards nucleansation” 
He concludes therefore that the IPYC pers¬ 
pective “fails to furnish a basis lor a genuine 
nuclear disarmament campaign” Not con¬ 
tent at making this dismissive prognosis, he 
goes on to boldly prophesy on the ftiture 
shape ot the tendency articulated by the 
IPYC SSSG “It IS plain that it will have less 
and less to do with a genuine nuclear disar¬ 
mament campaign, focused on South Asia 
as well as on the rest of the world, as this 
gets under way” And since he has identified 
political links between leading members of 
the two groups and the CPI(M), he feels an 
irresistible urge to express a righteous con- 
vern “One can only hope that it (“the new 
tendency”) will fail in future to influence the 
leadership of the CPI(M) and other left wing 
forces- just as it has, mercilully done in the 
past” 

Let us first get tlus last point otf our path 
We are frankly dumbstruck to know that the 
influence of the CPI(M) has reached the 
podiums of the Umted Nations and the 
Non Aligned Movement* For when the 
representatives of dilfereiit constituent 
organisations of the IPYC sat together to 
draft the appeal, they only consulted the UN 
and the NAM resolutions and based the 
IPYC demand charter solelv on the views ex¬ 
pressed by the majority in these forums If 
the CPI(M) has clandestinely managed to 
spread its influence even up to these august 
bodies, we plead ignoiance As far as the 
IPYC IS concerned it has no links with the 
CPl(M) 

As for Praful’s apprehensions on the 
IPYC initiative influenang the leadership of 
the CPl(M) and other left parties, they are 
even more ludicrous We believe the leader¬ 
ship mentioned by Praful 1 $ sufficiently 
mature and experienced in the arena of the 
struggle for peace to be susceptible to in¬ 
fluences of tentative groups like the IPYC 
In any casi this leadership does not reqmre 
anybody’s “mercy” to stay firm in its 
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poliaes 

We did not expect an erudite journalist 
him Praful to take objection to the IPYC 
making only three demi^ upon Goibachcv, 
as against five made on Reagan. Certainly 
not after all that the two major nuclear 
powers did during the Internationa Peace 
Year itself—an aspect to which he does not 
even once so much as allude in his article 
On the one hand, the Soviet Umon observed 
Its umlateral moratonum on nuclear testing, 
begun on the fortieth aiuuversary day of the 
bombing of Hiroshima, for the entire dura¬ 
tion of the UN Year of Peace, extending it 
four times to give US a chance to join it, and 
thereby pave the way tor concluding a com¬ 
prehensive nuclear test ban treaty The US 
administration responded by exploding over 
a dozen nuclear test devices during the same 
year Gorbachev publicly counterposed his 
proposal for “Star Peacef’ (peaceful joint ex¬ 
ploration of space for the benefit of 
humankind) to Reagan’s Star Wars As for 
the demand on the Indian Ocean as a zone 
of peace, Praful of all people should know 
that It IS the US which has bases m the region 
and has plans to estabhsh new ones whereas 
the Soviet Union has none Moreover, the 
Soviet Union has endorsed the demand as 
far back as 1971 and also urged the UN to 
call a special conference on the issue df 
declaring Indian Ocean as a zone of peace 
Thus, there was no question of the IPYC 
adding these two demands—on Star Wars 
and the Indian Ocean—to the list addressed 
to Gorbachev, just to make the number of 
demands to equal in the case of both the US 
and the USSR 

Indeed, even the demand to “eliminate 
completely all kinds of nuclear weapons by 
2000 AD” IS redundant as far as the USSR 
IS concerned, since it was Gorbachev himself 
who placed it on the arms control agenda 
tor the first time with his “Farewell to 
Nuclear Arms by 2000 AD” address on 
January 15, 1986 

Not only these aggressive Soviet peace m- 
itiatives of the past two years under the 
leadership of Gorbachev, but, in fact, the en- 
nrr history of the US-USSR nuclear arms 
race (which means, including those stages 
presided over by Stalin through Chernenko) 
has conclusively demonstrated before the 
world as to who started it all, who escalated 
It at every stage to new qualitative heights, 
and who has been striving to halt and levene 
It (It IS certainly not necessary here to opoi 
the whole book of facts and figures to prove 
the point’) 

This being the truth, we are greatly amused 
by Praful’s exhorution to ua to displi^ at 
least “a semblance of independence and 
non-alignment” by acceptmg “the proposi¬ 
tion that both the US and the USSR, bound 
by a relationship of leaproaty (althoiigh not 
symmetry or identity of response), are 
responsible for the gloM nuclear arms lactf’ 
(It IS noteworthy that he does not say the two 
sides are equally responsible. Cli^y, the 



fiMU on f^ad too stark to permit 
Pmful to-yentuit to join the chorus of com- 
menutors both from the right and the ex¬ 
treme left who hold the USSR as being 
equally, or more; responsible for the nuclear 
arms race.) But it also baffles us that a 
seasoned journalist like Praful should be so 
unscientific in his method of establishing the 
USSR’s responsibility in the affair. The 
criterion he has used (“reciprocity” of the 
US-USSR relationship) is as imprecise and 
ill-defined as can be. One would have 
thought that the necessary criterion was to 
place the actions of the two sides in their 
historical context, with an eye not just on 
the “identity” of their “responses” (which 
too, as Praful himself admits, does not ex¬ 
ist in this case), but also, more importantly, 
on the identity of their political purposes. 
This exercise would have shown that the pur¬ 
poses of the US and the USSR, in the con¬ 
text of their participation in the nucleai arms 
race, are diametrically opposed to each 
other—the former having unconcealed ag¬ 
gressive and imperial ambitions, while the 
latter is impelled by concerns of self defence 
and the defence of its allies. Praful’s super¬ 
ficial “reciprocity” approach, insofar as it 
skirts the political character of the tuo 
societies, ducks the central issue of the 
fundamental contradictions of our age. 

The United States is an imperialist power 
whose ruling circles are becoming more and 
more aware that the only way to safcguaid 
their national interests and global economk 
and political domination is by militaiising 
their state policy. Un the other hand, the 
Soviet Union is a developing socialist society 
which, with all its past aberrations and 
mistakes and present imperfections, sees pro 
spects of self-improvement (among several 
other national and global benefits), and not 
of self extinction, in a peaceful, wcapons- 
free future. This has been stated, more cate¬ 
gorically perhaps than before, in Gorbachev’s 
profound address to participants of the In¬ 
ternational Peace Forum held in Moscow on 
February 15-16: “I state with full respon- 
.sibility that our international policy is more 
than ever determined by our domestic 
policy—by our interest in concentrating on 
reconstruction, on achieving further 
democratisation and greater socialism;’ 

ahisiorical and APOt mcAi 

Indeed, so ridiculously ahistorical and 
apolitical is Praful’s "reciprocity” theory, 
that with its application one would have to 
rewrite much of our world history. Thus, this 
approach would have us believe, both the 
Nazi Germany and the Soviet Union were 
responsible for World War II; both the US 
and Vietnam were responsible for the bloody 
Indo-China war; and both Britain and 
Argentina share the responsibility for the 
war over Malvinas islands! This method of 
“reciprocity”, based on the presupposition 
that two sides in a conflict always share the 
responsibility for the conflict in some varia¬ 
ble ratio of m:n that is based on symmetry 
or otherwise of their responses, is about as 
ridiculously unscientific as the attempt to 
apportiem ;he blame by tying a string and 


marking out the respective shares in the 
given ratio m:n. Even a first year college stu¬ 
dent knows that this method has no merits 
of “independence” but, in fact, is an 
illustration of “linear dependence”. 

A similar ahistorical and apolitical for¬ 
mulation is manifest when Praful speaks out 
against nuclear weapons “irrespective of all 
circumstances, anu ol who makes them or 
where they are deployed”. Implicit in this for¬ 
mulation is the understanding that when a 
belligerent nation makes and deploys nuclear 
weapons as an instrument of state policy 
directed against another nation(s) which has 
no offensive motives, then the only option 
left before the latter is either to keep quiet 
in the hope that the enemy will not use the 
weapons, or to surrender to the blackmail 
of the nucleai power. We believe both these 
options are unacceptable to the people of 
any self-respecting peace-loving nation with 
a re.sponsible government. As a measure of 
last resort and when the threat to national 
security is grave and real, it is understan¬ 
dable, in some cases indeed justifiable, if 
such a country opts to make nuclear weapons 
as a deterrent. In other words, we believe 
concern for reasonable national security is 
not only not inconsistent with the search for 
peace, but indeed an essential component of 
It. It IS for the same reason that although 
nuclear deterrence is proving to be an in¬ 
creasingly unreliable safcguaid against con 
frontation between the US and USSR in the 
context of the growing "overkiH” capacity 
of the two sides, the Soviet Union and its 
allies cannot afford to ignore equal and ade¬ 
quate security for themselves. Nor, for that 
matter, can they legitimately deny equal 
security to the US and its allies—a point that 
is repeatedly made clear by the successive 
Soviet leaderships themselves. 

lo illustrate this point with a concrete in¬ 
stance, let us go back to the beginning oi 
the nuclear age when no less a pacifist than 
Albert Einstein sensed the need for the allied 
forces to make a defensive nuclear weapon 
when it was becoming clear that the Nuns 
were well on their way to making the first 
atomic bomb. That the United States not 
only used these weapons-“-not once but 
twice—when the war was over for all prac¬ 
tical purposes, but also refused to destroy 
its arsenal during the ensuing Cold War 
period and that the Soviets hgd lost over 20 
million of their people in a war not of their 
making, is a circumstance that cannot be 
brushed aside by those seriously interested 
in knowing the causes of, and solutions to, 
the problem of the spiralling nuclear build¬ 
up. It also cannot be dismissed as insignifi¬ 
cant or empty that, of the five nuclear 
powers in the world today, the only coun¬ 
tries which have pledged in the United Na¬ 
tions not to be the first ones to use nuclr»' 
weapons and never to use them against n""' 
nuclear nations are the two socialist -‘’W** 
tries—the USSR and China. The oi> ' ***** 
imperialist powers—US, Br •*** .***** 
France—have repeatedly refu-J**® 8'* * 
similar commitment. , 

Praful’s arguments aboo^j^ ^utonomous 
existence” of the issue/* * South Asian 


NWFZ and the need to make it the “prin¬ 
cipal plank” of the Indian peace movement 
are shot through with inconistencies, which 
too stem from his refusal to see the funda¬ 
mental political contradictions of our global 
society. Thken together, they clearly mean 
that (a) the threat to the people of the sub¬ 
continent on account of the as yet unrealised 
plans of India and Pakistan to acquire 
nuclear status is greater than that due to the 
global nuclear weapons race, with all its 
destructive potential of causing over a 
million Hiroshimas; (b) the government of 
India, therefore, is a bigger enemy of the 
peace forces in this country than those 
responsible for the growing danger of a 
global nuclear war; and (c) the people of the 
sub-continent need agitate only for India 
and Paki.sian remaining non-nuclear, and 
not also foi making the entire region, in¬ 
cluding the Indian Ocean, a rone of peace, 
since they h,.ve leverage only in their own 
countries and not in other countries that 
have ba.scs and nuclear weapons here 
The absurdity of the first point is self- 
evident. A nuclear war knows no boundaries 
and will devour in its death dance people 
liom cvei y part of the globe. It is precisely 
this universal character of the nuclear threat 
which necessitates a united, global mass 
struggle for its complete elimination. We 
emphasise the word ’struggle’, because in 
PrafuTs perspective this issue is fit only for 
“a general educational propaganda work” 
outside the realm ot “real, practical options”. 
To say that the people of India cannot 
directly influence the policies of the major 
nuclear powers, including the nuclear black¬ 
mailing by some ot them in oui own im¬ 
mediate vicinity, and should therefore not 
tiain their protest against what is evidently 
a danger of a fat greater magnitude, is 
defeatist to say the least. This is clearly an 
underestimation of the political power in¬ 
herent in the joint agitation of the peopl<' 
of all countries on a common set of don •' >l 
aimed at achieving complete and ' 
disarmament. Nothing indeed wf snt 
the Wienbergers and Kirkp of 

Washington more than to see , ople of 
the non-nucler world resign ■ the belief 
that they have nothing ir ■ non to fight 
for, except keep an ey*- ' nuclear pro¬ 
grammes of their rr governments. 

No less absurddie idea of delinking the 
issue of a South t-un NWFZ from demili¬ 
tarisation of ii'i^ /(idian Ocean and keeping 
the entire uyK’ii free of military bases of 
foreign nudcdt powers. It is a mockery of 
the co.iv'-ft of a NWFZ if, under its frame- 
vyoik die US is allowed to send its nuclear' 
,„/wji<irines prowling in the Indian Ocean, 
iixp and further beef up its base at Oiego 
crarda, set up RDF facilities in Pakistan and 
establlish new bases in Sri Lanka. (The same 
holds true, of course, if, hypothetically 
speaking, India were to permit similar ac¬ 
tions by the USSR.) By this logic, it follows 
that, the territories of the FRG and the 
GDR, as also of the North and South 
Koreas, although bristling with nuclear 
weapons of the US and the USSR (the lat¬ 
ter has no weapons in North Korea, though). 
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are already NWFZs, since none of them 
possesses any weapons of their own* 

By narrowing down its agitational focus 
purely to the issue of India and Pakistan re¬ 
maining non-nuclear, Praful’s perspective 
contains the danger of leading the peace 
movement into another trap that would 
similarly gladden the hearts of imperialists 
Repeating the well known misuke of the 
Eurocentric peace forces in the west, 
nowhere in his entue polemical exercise does 
ne even once betray an understanding that 
the issues of peace, development and pro¬ 
gress are inseparable and that, for the vast 
majonty of the poor in third countries like 
India, disai mament is an imperative not just 
for ensuring future survival but present sur 
vival as well It is worth mentioning here that 
the IPYC spteifically takes up this concern 
in Its appeal “The continued expenditure of 
billions of dollars on arms while billions of 
humans are denied basic needs of life is a 
crime against humanity” For us in the third 
world, the demand for the destrucuon of all 
nuclear arsenals on earth is at once a de¬ 
mand for the construction of more schools, 
hospitals, factories and irrigation facilities 
It IS integrally connected with the demand 
for a new and just international economic 
and information order It is the cry for a 
democratic reordering of international rela 
tions in which elements of domination and 
coercion will have been replaced by co 
operation and solidarity To think that all 
these aspirations are extraneous to the strug¬ 
gle for peace, or that the peoples of Asia, 
Africa and Latin America cannot do much 
by way of united agitations to pressure the 
mam culprit—the system of imperialism 
headed by the US—to submit to their com 
mon will, IS indeed to display the height of 
political naivete And to say that a perspec 
live that incorporates these concerns “will 
have less and less to do with a genuine peace 
compaign, as it gets under way” is to faie 
far worse 

Tb disagree with Praful's outline of a 
regional NWFZ is by no means tantamount 
to lending one’s voice to the chorus of the 
bomb lobby in this country Just as a posi 
tion against the p,.tently discriminatory NPT 
does not mean th it one is itching for an 
Indian bomb 

Not only does Praful perspective pit the 
Indian peace movement pnncipally against 
Its own government, but also by the same 
logic. It equates the behaviour of the Indian 
and Pakistani governments. For him, there 
appears to be no difference between the Zia 
regime’s complicitous silence over the US 
policies and the Indian government’s initi 
atives for global peace—both individually 
and m such collective bodies as the UN, 
NAM and the six nation group One does 
not have to be an admirer of the Congress 
government, with its decidedly anti-people 
internal policies, to recogmse that it has 
positive elements in its foreign policy which 
are on the side of nuclear disarmament and 
peace 

But the most comical part of Praful’s ar 
tide 18 the one in which he pontificates about 
“grassroots” peace movement Thus, “a 


campaign or an agitauonal movement that 
seeks to acquire a grassroots character simply 
cannot afford to confuse what it can do 
directly to pressure its own government with 
what mi^ he indirectly achieved through in- 
tematioiud pressure oi campaigns in another 
country (where it has no leverage) A 
grassroots movement, or what hopes to 
become one, is distinguished by clear goals, 
an unambiguous platform and an ability to 
identify amd work on levers of action that 
are within their own domain and ambit of 
etfectivity A general educational or pro¬ 
paganda effort, by contrast, is directed at 
achieving something else, something far 
more diffuse” 

Ergo, all these stupid left and patriotic 
forces don’t even know what a grassroots 
peace movement is and how to build it I'ow 
idiotic of them to have wasted their energies 
in mobilising all those tens of lakhs of peo 
pie over the years in big and smalt rallies 
across the length and breadth of the coun 
try on the issues of global disarmament, 
weapons tree Indian Ocean, etc And how 
Ignorant of those dumb peasants and wor¬ 
kers to have raised slogans like “we want 
bread and jobs, not bombs and guns” and 
“yudhkhor samrajyavadi. Hind mahasagar 
se chale jao” Don’t they know that all this 
IS outside the “domain of effectivity” and 
“far more diffuse” than fighting against the 


nuclear programme of the lhd!ikii 
government^ 

VMell. all w« can do in this rejoinder is 
challenge the seasoned journalist to show us 
a single grassroots peace movement ip this 
country which has chosen for its agitational 
focus only, or pnnapaliy, the issue of India’s 
nuclear programme We are all too aware 
that the decades-long toil of the “mam- 
stream” left and patriotic forces has still not 
succeeded in making the issue of peace (as 
understood by them, of course) grip the 
minds of the masses on a nauonal scale. But 
we would be gratified to no end if Praful 
could enlighten us on the existence of some 
other peace movement with a greater grass¬ 
roots character than the one we know of. 
and of which the IPYC campaign was a 
modest constituent 

In conclusion, one thing can be said con¬ 
fidently most Indians, and certainly those 
who are senous about nuclear disarmament, 
would, even it fon^d to choose, prefer to be 
neither E P Thompson’s clones, nor 
K Subrahmanyam’s, nor for that matter, 
Mikhail Gorbachev’s They would, on the 
contrary, be more than happy it all were to 
clone together against the ruling neo- 
conservative clan in the United States, 
presently presided over by an old and vile 
man called Ronald Reagan 


BHABHA ATOMIC RESEARCH CENTRE 
D'ansfer of Technical Knowhow 

Bhabha Atomic Research Centre Department o( Atomic Energy Government of India 
invites offers in prescribed forms for the transfer of technical know how on a non 
exclusive basis for the mar ufacture of the following instruments 

1 NO/NH, CONVERTER 

NOj/NH, converter is based on thermal decomposition of ttiese sases to nitric 
oxide on a hot catalytic surface When only NO, is to be measured the gas stream 
s passed through a scrubber which removes ammonia This instrument along with 
nitric oxide monitor can be used to measure either NO, or NO f NH., Concentra 
tion Ammonia concentration ran be determined by subtractive nethod 

9 OZONE MONITOR 

The O/one monitor is based on the chemiluminescent reaction of ozone with 
ethylene Ozone reacts with ethylene to form excited formaldehyde This excited 
HCHO emits light while coming to its ground state This emission phenomenon has 
been utilised in evaluating the concentration of ozone Since ethylene reacts speci 
tically with ozone other pollutanfs interference is nl The monitor can measure from 

10 ppb level to 10 ppm levels It has three measuring langes viz 0100 ppb 01 ppm 
and 010 ppm 

3 AIR QUALITY DATA PROCESSOR 

The Air Quality Data Processor is dfiwcroproccssor based system having eight analog 
inputs The processor computes hourly averages of data from each analog channel 
and provides printout of maximum minimum and average values along with the time 
data and month It has a built in 21 column alpha numeric printer and serial port 
IS provided for CRT or serial printer This system can be coupled to any of the above 
monitors for data processing 

The Know how will be restricted to the technology developed at BARC and will 
be limited to basic engineering of the prototype and services of BARC experts on 
payment basis 

Offers from interested parties having experience in production of instruments with 
adequate technical capability backed by sound financial and other resources will 
be considered 

Interested parties may write to Chairman Technology Transfer Group C/o Computer 
Division BARC Trombay Bombay 400 085 for the prescribed forms and technical 
brochure for each instrument within two weeks of the publication of this advertise 
ment enclosing a crossed demand draft in favour of Accounts Officer, BARC for Rs, 15/ 
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